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A  BENTLEY  FORTHOSE 

Executives  WHO 

DEMAND  PERFORMANCE 
IN  A  Slow  ECONOMY 


When  running  a  business  in  a  slow  economy,  perfor- 
mance means  making  the  engines  of  productivity  turn  for 
less  capital.  When  purchasing  a  motor  car,  it  means  get- 
ting the  power  and  prestige  of  a  Bentley  for  a  surprisingly 
affordable  price.  If  this  is  your  goal,  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you. 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate  union 
of  advanced  technology  and  the  craftsman's  skill.  A  6.75 


liter  power  plant  built  and  balanced  totally  by  hand.  The 
same  state-of-the-art  automatic  ride  control  found  in  the 
legendary  Bentley  Turbo  R.  A  cockpit  where  every  inch  of 
premium  Connolly  hide  and  glistening  burl  veneer 
breathes  elegance  and  exclusivity.  At  $138,500t  however, 
the  Brooklands  costs  only  a  little  more  than  lesser 
luxury  sedans.  For  a  more  detailed  presentation,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 
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©  Rolls-Royce  Motor  Cars  Inc  ,  1992  The  name  "Brooklands"  is  a  trademark,  and  the  names   Bentley"  and  "Turbo  R"  and  ihc  badge  and  radiator  grille  are  rrgislcred  trademarks 

•Manufacturers  suggested  retail  price.  Taxes,  title  and  registration  fees  additional 


"...Wall  Street  brokerage  firms  have  instituted  a  variety  of  new  fees. . ." 

—  The  Wall  Street  Journal,  April  27, 1992 

"I  Need  A  Broker 
Whose  Fees  Are 
Under  Control." 


That's  Why  I  Switched  To  Fidelity  Brokerage 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Starf 


100  Shares  500  Shares    Margin 
@  $50  @  $30       Rates" 


Fidelity  $54  $126       6V4% 

Merrill  Lynch        $ioo  $293        W^x 

Shearsor}  $107  $316        7V8% 


FMBllty 

S0¥»»  You,..  $46«S3     $167>190     %% 


A  Fidelity  Exclusive 
Trade  Twice  And 
Pay  No  IRA  Fee 


when  you're  already  paying  substantially  higher  commissions 
on  brokerage  trades,  you  shouldn't  have  to  pay  a  lot  of  extra  fees, 
too.  But  that's  exactly  what  many  investors  with  full-cost  brokers  are 
now  facing.  If  you're  tired  of  seeing  more  and  more  of  your  money 
going  to  places  other  than  your  own  bottom  line.  Fidelity  Brokerage 
can  show  you  a  better  way 

Fidelity's  hands-on  processing  system  lets  us  control  both  quali- 
ty and  costs.  We  can  report  back  to  you  immediate  execution  of  list- 
ed market  orders,  and  we'll  often  even  confirm  your  trades  while 
you're  still  on  the  phone.  The  result  for  you  is  much  lower  trading 
commissions  than  you  may  be  used  to  paying  -  up  to  76%*  less 
compared  to  full-cost  brokers. 

At  Fidelity  Brokerage,  we've  just  reduced  the  cost  of  saving 
for  your  retirement.  If  you  make  just  two  or  more  trades  from 
November  1  to  October  31  of  the  following  year,  we  will  waive 
your  Fidelity  retirement  account  maintenance  feel  for  that  year. 
Call  for  a  free  fact  kit  and  start  finding  out  why  Fidelity  Brokerage 
is  a  better  value  for  all  your  brokerage  needs. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 

Discount  Brokerage 

Common  sense.  Uncommon  results. 


® 


•76%  savings  based  on  an  October  1992  survey  of  full-cost  brokers.  **Based  on  1 1/19/92  survey  for  margin  balance  of  $25,000.  Minimum  commission  $38.  'This  waiver 
applies  to  all  equity,  option,  and  fixed  income  trades,  whether  you  make  two  trades  in  one  IRA  account  in  your  name  or  one  trade  in  each  of  two  accounts  in  your  name. 
Trades  with  Fidehtv  funds,  non-Fidelitv  funds  and  hmited  partnerships  are  not  included  in  this  offer.  Fidehty  Brokerage  Services,  Inc.,  I6l  Devonshire  Street,  Boston,  MA 
02110.  Member  NYSE,  SIPC.  '  CODE:FORB/PLU/010493 
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PRODUCTIVITY  PARADISE. 


It's  a  CD  player  that  plays  ideas.  It's  computer  technology  that  sings, 

and  makes  business  information  move  and  talk. 

The  Sony  Multimedia  CD-ROM  Player.  See  how  it  can  make  your  productivity  blossom. 

To  receive  product  information  and  dealer  locations, 

call  I -800-93 7-SONY,  ext.  333. 


TW^^S^Ff^S 


51993  Sony  Corporation  of  America,  All  rights  reserved,  Sorvy:ts,3^c)emark  of  Sony 
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"  I'm  still 
building 
this  company. 
I  haven't  done 
everything 
I  want  to  do." 
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Our  pick-one-stock  prophets  scored 

well  in  1992.  Here  they  pick  again. 


LEFT; 

The  race  now 
goes  to  the  nimble, 
the  companies 
that  can  move  fast- 
est to  correct 
mistakes  and  find 
opportunities. 
^^H  94 

RIGHT: 

At  450  rubles 

to  the  dollar, 

Russia's  GNP 

comes  to  just 

$38  billion. 

Obviously, 

something's 

wrong. 
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"Can  we  do  it  better? 
If  we  don't,  someone  else 
in  the  world  will 
take  it  away.  Restructuring 
is  a  way  of  life." 
60 


"Our  self-defense  against  the  raiders 
in  the  1970s  gave  us  a  wall  against 
narco-money  in  the  1980s." 


"I  think  the  mar 
ket  will  come  back 
up,  but  if  it  does 
not,  I  didn't  collect 
to  sell  the  cards, 
I  collected  to 
enjoy  them." 
■^■H  266 
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Whypeoplewho 
arerit  going  an 


Over  18  million  people  use  some  version 
of  Lotus'  1-2-3  every  day.  They  depend  on  it. 
They  trust  it.  They  know  it.  Miich  is  why,  if 
the^re  moving  from  DOS  to  Windows,'  they're 
moving  to  1-2-3  for  Windows ...  for  some  very 
good  reasons. 

They  know  that  ordy  1-2-3  is 
fully  compatible  with  1-2-3. 

Only  1-2-3  for  Windows  is  able  to  read 
and  execute  every  1-2-3  for  DOS  file,  style  and 
macro.  Which  means  you  can  preserve  your 
full  investment  in  1-2-3  for  DOS  files  when  you 
move  to  1-2-3  for  Windows.  And  only  1-2-3  for 
Windows-with  its  built-in  Classic  Menu-lets 
you  use  all  your  familiar  1-2-3  commands. 

They  know  that  1-2-3  offers 
the  best  3D  technology. 

Only  1-2-3's  3D  technology  gives  you  easy 
access  to  256  worksheets  and  lets  you  build 
3D  formulas  just  like  you  do  in  2D.  Which 
ultimately  makes  consolidating,  comparing 
and  analyzing  data  much  simpler  In  compar- 
ison, Excel's  Workbook '  is  a  limited  imitation 
of  true  3D.  And  while  working  in  Group  Mode 
in  Borland's  Quattro  Pro  for  Windows,  simply 
cutting  a  range  of  data  in  one  sheet  unfortu- 
nately means  you'll  delete  the  data  on  every 
sheet.  And  what's  worse,  you  can't  undo  it.  All 
of  which  means  if  the  analytical  power  of  3D 
technology  is  important  to  you,  1-2-3  is  still 
the  best  choice  you  can  make. 


They  knowthat  1-2-3 

for  Windows  now 

includes  the  most 

ashed^or  enhancements. 

The  new  release  of  1-2-3 
for  Wmdows  Release  LI  includes 
a  number  of  performance 
enhancements.  For  example, 
it's  now  the  fastest  Windows 
spreadsheet  for  printing  on 
PostScript  printers.  And  it's 
also  the  fastest  to  launch. 
We've  also  added  over  25 
innovative  new  features, 
usability  enhancements 
and  GUI  development 
tools.  The  result?  1-2-3 
for  Windows  is  now  more 
powerful  and  easier  to  use 
than  ever  before. 

Theyknowthatl-2-3 

forWindows 
offersunmaldied 
database  capabilities. 

It's  true.  If  you're  a  spread- 
sheet user  who  needs  to  access  exter- 
nal databases,  1-2-3  for  Wmdows  remains 
unmatched-particularlyifyou  need  rela- 
tional capabilities.  In  fact.  Corporate 
Computing  (August  1992)  recently  wrote  that ! 
Jot  the  experienced  1-2-3  datal)ase  user,  J-2-\ 


*ln  Canada  call  l-800-GO-LOTl)S.  (0|!)!l:i  U)lu.s  l)c\i'lci|iriiiMil  (■i.r|icir.iliiin  r,,-,  c.irMlinrljjc  I'.irkw.n  r;iiiiliriil)!c.  MA  (12112  All  riKlils  rrscrMMl  Ijiliis,  I  2  M  iiliil  Dalal.i'iis  air  i. 

Iii>rlaii(l  and  Quallni  arc  ri'0sli-riMl  Irailrniarksiir  Knilaml  liijB 


lowspreadsheets 

lere  wpout  1-2-3. 

^^^^^  for  Windows  uithD 


Windows  nith  DataLens'  is  the 
front- end  tool  of  choice." 

They  know  we're  the 

best  company  to  do 

business  with. 

Not  only  do  more  people  prefer 
our  product,  but  according  to 
the  ComputerWorld  Spread- 
sheet Brand  Preference 
Study,  more  people  prefer 
our  company  And  even 
more  recently  the  Infor- 
mation Technology 
Association  of  America 
announced  that  Lotus 
has  been  awarded  its 
prestigious  Quality  Award 
recognizing  outstanding 
customer  service  and 
customer  satisfaction. 
So  if  you're  staying 
in  DOS  or  moving  to 
Windows  or  still  trying  to 
decide,  remember  one  thing. 
That  people  who  know  spread- 
sheets are  staying  with  1-2-3.  Call 
us  today  for  your  free  demo  disk  at 
1-800-TRADEUI^  ext  72ir    or  visit 
your  Lotus  Authorized  Reseller. 


1-2-3  forWindows 


■  li'VPlopmpnl  Corporation.  Classic  is  a  regislpred  tra(|pmarl<  licenseri  to  Lotus  Developmont  Corpcjralion,  Windows  and  Worlvlionk  are  tradomarks  of  Microsoft  Corporalion 
1  rcgislcrpcl  Iradpmark  of  Adobp  Syslpms.  Inrorporalpd. 
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Vindicated 

At  LEAST  TWICE  DURING  the  Eighties,  the  media  thought  Ted  Turner 
would  surely  fail.  Who  was  this  bombastic  upstart  to  take  on  the 
giants  of  broadcasting?  But  in  1982  Howard  Rudnitsky  authored  an 
article  in  Forbes  entitled  "Don't  count  Ted  Turner  out."  Again  in 
1988,  when  Turner  was  in  financial  difficulties  over  the  cost  of 
buying  the  MCM  film  iibran',  a  business  maga- 
zine ran  a  cover  depicting  J'urner  awash  in  a  sea 
of  red  ink.  Around  that  time,  Subrata  Chakra- 
varty  opined  in  Forbes  that  far  from  going 
under.  Turner  had  cable  operators  exactly 
where  he  wanted  them:  on  his  side  and  working 
with  him. 

For  our  co\'er  stor\'  Chakra\'arty  went  back  to 
Turner's  Atlanta  office  in  November  for  his 
fourth  inteniew  with  the  meciia  pioneer.  This 
time  he  wasn't  checking  rumors  that  Turner  \\'as 
in  imminent  peril  of  foundering.  He  is  riding 
high,  his  CNN  network  the  world's  most  eagerly  sought  source  of 
news  in  troubled  times,  his  purchase  of  the  film  library'  a  resounding 
success.  Has  success  changed  Ted  Turner.' 

"On  the  surface,"  Chakravart)'  says,  "there's  still  the  same  bluster, 
the  same  good-ol'-boy  bonhomie,  the  same  habit  of  getting  your 
attention  with  seemingly  outrageous  statements.  But  you  sense  also 
that  success  has  strengthened  his  confidence  and  his  destiny  as  a  man 
who  will  help  change  the  world.  What  he'll  do  next  is  anybody's 
guess — there's  a  private  man  lurking  quietly  behind  the  noisy  actor 
on  the  public  stage.  This  I  am  certain  of.  It  won't  be  anything  small." 
Forbes'  latest  look  at  this  phenomenon — "What  new  worlds  to 
conquer?" — starts  on  page  82. 

Light  at  the  end  of  the  tunnel 

With  detailed  figures  on  1,249  U.S.  corporations,  our  45th 
Annual  Report  on  American  Industn,'  shows  clearly  the  raxages  of  the 
recession:  The  five-year  return  on  equity  of  all  the  business  sectors 
sur^■eyed  slipped  to  12.2%  from  13.2%  a  year  ago.  But  the  underlying 
trends  tell  a  more  optimistic  tale.  In  autos  the  big  three  picked  up 
market  share  from  foreign  makers;  chemicals,  always  a  good  per- 
former during  the  early  stages  of  recovery,  started  to  rebound. 

As  the  reccneiT  picks  up  .steam,  we  look  for  great  things  from  our 
21  nimble  companies — outfits  we  picked  on  the  basis  of  a  variety  of 
performance  factors  tempered  with  subjective  judgments,  based 
upon  inter\'iews  and  research  by  Forbes  reporters.  Stewart  Pinker- 
ton  supervised  the  entire  effort,  ably  assisted  in  the  analysis  by  Steve 
Kichen  and  in  the  number-crunching  by  Donald  Popp,  Ann  Ander- 
,son  and  their  associates  in  our  statistics  department. 

Taking  stock 

"Never  promoie  a  man  who  hasn't  made  .some  bad  mistakes, 
because  you  would  be  promoting  someone  who  hasn't  done  much." 
With  that  shrewd  quotation,  our  columnist  Kenneth  Fisher  confesses 
some  of  the  bad  calls  he  made  last  year  along  with  a  lot  of  his  good 
calls — confes.ses  and  draws  lessons  from  them.  Financial  columnists 
David  Dreman,  Gerald  Perritt,  Laszlo  Birinyi  and  Michael  Giantuico 
do  the  same.  It's  that  time  of  vear. 


(^,       <McU<^J^ 


Editor 
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Early,  and  then  some 

Pi-;RnArs  the  best  thing  that  ean  be 
said  about  our  bullish  story  on  IBM  a 
year  ago  is  that  it  provided  some 
readers  with  big  capital  losses  to  offset 
gains  from  our  more  prescient  arti- 
cles. ii'>i\i  was  trading  at  around  85 
when  our  stoiT  appeared  (Dec.  2^, 
1991).  After  a  brief  spurt  to  100,  it 
sank  to  56  as  this  issue  went  to  press. 
Underlying  our  optimism  was 
IBM's  decision  to  decentralize  by  can- 
ing itself  into  13  autonomous  units. 
This,  combined  with  lower  fi.xed  costs 
from   a  shrinkage  in  payroll  and  a 


IBM  Chairman 
John  Akers 
The  dividend  will 
be  reviewed  in 
January. 


consolidation  of  operations,  would 
enable  IBM  to  enjoy  a  surge  in  operat- 
ing income  once  sales  recoxered. 

We  were  early,  and  then  some.  We 
tailed  to  appreciate  fully  the  extent  of 
IBM's  excess  capacity  and  its  high 
overhead.  On  Dec.  15  IBM  an- 
nounced plans  to  take  a  $6  billion 
charge  in  1992's  fourth  quarter,  to 
further  reduce  manufacturing  capaci- 
ty and  cut  25,000  jobs.  Net  loss  for 
the  year  should  approach  S5  billion. 
On  the  news,  IBM  dropped  to  an  1 1- 
year  low,  representing  a  one-year  de- 
cline in  market  \alue  of  SI  6.5  billion. 

"We'xe  disappointed  oursehes," 
said  (Chairman  John  Akers  in  discuss- 
ing the  latest  restructuring  at  a  meet- 
ing in  New  York  w  ith  analysts. 

In  the  past  year  IP>M  has  been  hit  by 
weakening  economies  in  Europe  and 
Japan  and  other  forces  beyond  man- 
agement's control.  I^ut  management 
also  failed  to  catch  up  with  the  mar- 
ket's rapid  switcSi  from  expensixe, 
proprietary  mainframe  systems  to 
smaller  open  systems.  From  1986  to 
1991  IBM's  pretax  margins  in  main- 
frame .systems  fell  an  estimated  ten 
points,  to  roughly  16%.  Akers  figiwes 
that  rexenue  from  IBM's  mainframes 
will  be doxxn  around  10% from  199 1  's 
estimated  $1 1  billion. 


Most  troubled  companies  haxe 
some  brightish  spots;  IBM  is  no*;xcep- 
tion.  In  1992  some  40,000  jobs  were 
cut,  so  costs  are  doxxn.  Its  x\  orkstation 
business  is  groxxing  at  a  50%)  annual 
rate;  its  AS/400  system  continues  to 
dominate  the  midrange  categon';  the 
$8  billion  sxstems  integration  and 
consulting  business  is  increasing  at 
ox'er  35%  a  year.  And  haxing  fmallx- 
introduced  its loxx-price  I'S  line,  the  ix: 
business  is  groxx'ing  at  a  record  pace — 
although  Akers  concedes  it  won't  be 
profitable  until  later  in  1993. 

Unfortunately,  these  bright  spots 
haxe  been  more  than  oxershadoxxed 
by  problems  in  the  mainframe  busi- 
ness and  the  storage/disk  drixe  unit. 

Inxestors  had  been  hoping  that  IBM 
xx'ould  begin  publishing  separate  ac- 
counts for  more  of  the  groxxth  units. 
Why.'  Because  the  SHc;  requires  three 
years  of  auciited  financials  before  a 
unit  can  be  spun  out  in  a  public 
offering.  Long-term  IBM  inx-estors 
continue  to  pray  that  they  xxill  receixe 
shares  in  sexeral  IBM  spinoffs. 

At  his  Nexx'  York  meeting  in  De- 
cember, Akers  played  doxxn  this  hope. 
And  he  ignored  another  Wall  Street 
dream,  that  IBM  might  instead  create 
special  shares  in  some  of  the  groxxing 
units.  These  xxould  be  similar  to  Gen- 
eral Motors  H  and  E shares, xxhich  are 
pegged  to  results  of  the  automaker's 
Hughes  Electronics  and  Electronic 
Data  Systems  businesses,  respectixely. 
Moreox'er,  Akers  said  that  current 
earnings  expectations  put  the  safety  of  • 
IBM's  $4.84-a-share  dix  idend  in  jeop- 
ardy. Essentially,  all  Akers  offered  xxas 
to  speed  up  autonomy  for  some  of  the 
units.  For  example,  its  storage  busi- 
ness xxill  get  its  oxx n  xxorldxxide  sales 
force  to  sell  equipment  to  other  man- 
uficturers.  And  iBiXi's  PC  company  will 
noxx  control  exerything  from  product 
dexelopment  to  manuficturing  and 
distribution  xxorldxxide. 

C'hange  is  coming  at  ibm,  but  at 
xxhat  seems  to  many  inxestors  to  be  a 
glacial  pace.  Those  with  xery  long 
time  horizons  might  consider  axerag- 
ing doxxn.  Others  might  xxell  consider  > 
taking  their  capital  loss  lumps  nox\ . 

On  the  mark 

IP.M  WAS  ,-[n  embarrassment  (.vcc 
above),  but  xxe  don't  lose  them  all.  A 
xear  and  a  half  ago  FoRBl  s  took  a 


12 


lorhcs  ■  jaiui.irx  4,  l'^*>.^ 


l^ur  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 

Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 


A  TRADITION  OF  GROWING  ASSETS 


New  York         Princeton         Palm  Beach         Boca  Raton  Dallas         Los  Angeles 


As  the  1992  season  ended 
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It  doesn  't  take  a 
physicist  to  see  that 
Big  Bertha  is 
preferred  by  the 
widest  range  of 
great  golfers  - 
young  men,  seniors 
and  young  ladies. 
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on  three  of  the  four 
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The  Darrell  Survey  imformation 
represents  a  statement  of  fact  and  is 
not  intended  to  be  an  endorsement. 


YOU  CAN'T  ARGUE  WITH  PHYSICS* 

2285  Rutherford  Road,  Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)  931-1771 
In  Canada,  call  (604)  598-4114 

Call  us.  We'll  tell  you  who  carries 
Callaway  in  your  area. 

Callaway,  Big  Bertha  and  the  Sir  Isaac  Newton  figure 
are  registered  trademarks  of  Callaway  Golf  Company. 
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skeptical  look  at  Intelligent  Electron- 
ics, Inc.,  which  wholesales  computers 
to  a  network  of  about  1 ,700  dealers 
(June  10,  1991).  The  company  had 
doubled  its  per-share  earnings  eveiy 
year  over  the  four  years  ended  Oct. 
31,  1990.  But  our  article  questioned 
whether  Intelligent  was  accounting 
or  its  acquisitions  in  such  a  way  as  to 
inflate  earnings. 


Intelligent  Electronics'  Richard  Sanford 
He  clashed  with  the  chief  financial 
officer  over  aggressive  accounting. 


Another  concern  was  the  compa- 
ny's recently  announced  plan  to  ac- 
quire moneylosing  BizMart,  a  large 
operator  of  office  supply  stores,  for 
$192  million  in  cash.  Intelligent 
planned  to  transform  BizMart  into  a 
combination  office  supply  and  com- 
puter retailing  superstore,  but  there 
was  little  evidence  Intelligent  knew 
much  about  the  rough-and-tumble 
world  of  computer  retailing. 

The  concerns  proved  to  be  well 
founded.  Early  last  year  Intelligent's 
chief  financial  officer.  Garland  Asher, 
abruptly  resigned  after  clashing  with 
Chairman  Richard  Sanford  o\'er  the 
company's  aggressive  accounting 
policies.  BizMart,  meanwhile,  turned 
into  an  albati-oss  that  figured  hea\ily 
in  the  $2.4  million  loss  Intelligent 
reported  in  its  most  recent  quarter. 

Last  month  Intelligent  announced 
it  plans  to  sell  BizMart  to  Kmart's 
OfficeMax  unit  for  $270  million.  The 
company  expects  to  book  a  $12  mil- 
lion gain  on  the  sale  before  transac- 
tion costs.  This  helped  boost  the  stock 
recently  to  about  12,  up  from  a  low  of 
6V4  before  the  BizMait  announce- 
ment but  still  way  below  its  alltime 
high  of  30%  last  Februar>\  ^ 
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JANUS  INCOME  FUNDS 

A  WE  AITH  OF 
OPPORTUNITIES 


Janus  Funds  has  an  out- 
standing reputation  as 
a  leader  in  long-term 
growth  funds.  But  did 
you  know  that  Janus 
also  offers  income 
funds? 

Janus  income  funds 
give  you  a  wealth  of 
additional  opportuni- 
ties to  diversify  your 
investments.  They're 
managed  with  the 
same  care  as  Janus 
growth  funds,  but 
they  offer  something 
equity  funds  don't- 
income.  There  are 
three  Janus  income 
funds  to  choose  from: 

The  New  Janus 
Short-Term  Bond  Fund 
provides  regular  in- 
come through  short- 
and  intermediate- 
term  fixed  income 
investments. 


Janus  Flexible 
Income  Fund  is  our 

flexible  current  income 
producer  investing  in 
debt  securities  of  all 
maturities  and  qualities. 
Janus  Intermediate 
Government  Securities 
Fund  gives  you  current 
income  with  low  credit 
risk. 

Explore  the  oppor- 
tunities. With  Janus 
income  funds,  diver- 
sifying your  invest- 
ments is  easy.  Just  call 
us  at  1-800-525-8983, 
Ext.  412,  or  return  the 
coupon  below  to  receive 
a  prospectus  with  more 
complete  information. 
Either  way,  you  can 
choose  the  Janus 
income  fund  with  the 
most  promising  oppor- 
tunities for  meeting 
your  financial  goals. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  ExL412 


YES  "  I  would  like  to  know  more  about  the  income  funds  offered  by  Janus! 
Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


Address 


I 
I 

H  Jani 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  412 

FORB 


I 
I 

^B412     H 
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Euro-gossip 

CLaimtoi.  Hii  i;s  brassy  gossip  sheet 
Roll  Call  \s  going  British.  Partly.  The 
Economist  has  acquired  a  significant 
minority  stake  in  Roll  Call  from  a 
partnership  between  Arthur  Le\itt 
Jr.,  former  head  of  the  American 
Stock  Exchange,  anci  James  and  Maiy 
Classman,  editor  and  publisher,  re- 
spectixeiy,  of  Roll  Call. 

David  Gordon,  chief  executive  of 
The  Economist,  says  it's  "very  much  a 
gleam  in  our  eye"  to  produce  a  \er- 
sion  of  Roll  Call  for  Brussels,  head- 
quarters city  of  the  European  Com- 
munit)'.  "It  seems  a  ver\'  good  idea 
where  you  have  a  political  xillage 
whose  doings  are  of  interest  to  more 
than  the  politicians,"  says  Gordon. 
Another  possibilitx':  a  version  of  Roll 
Call  co\'ering  the  British  Parliament 
in  London.  -Howard  Banks 


If  you  gotta  go . . . 

Bad  nhws  for  undertakers.  In  No- 
vember the  Eederal  Trade  Commis- 
sion reaffirmed  its  1984  ruling  that 
people  haxe  the  right  to  buy  the  casket 
they  (or  a  lo\ed  one)  want  to  be 
buried  in  from  a  company  other  than 
the  funeral  home  handling  the  burial. 
This  is  bad  news  for  those  funeral 
homes  that  ha\'e  refused  to  handle 
other  vendors'  coffins,  so  as  not  to 
lose  the  markups  of  up  to  900%  they 
can  make  selling  coffins. 

The  FTc's  recent  decision  resulted 
from  a  1991  complaint  filed  by  a 
customer  of  Al  Tacker's.  Tacker  runs 
Family  Heritage  C^asket  Calleiy,  a 
cut-rate  casket  retailer  in  Memphis 
(FoRBKS,  May  11,  1992).  The  custom- 
er claimed  that  a  local  funeral  home 
refused  to  accept  a  casket  bought 
from  Tacker,  violating  the  H(  's  Fu- 
neral Rule.  The  HC  agreed,  and  im- 
posed a  $25,000  ci\il  penalty  on  the 
home's  owner.  Memorial  Guardian 
Plans,  Inc.,  a  funeral  home  operation 
owned  by  Service  Corp.  Internation- 
al, the  nation's  largest  undertaker. 

Incidentally,  Tacker's  customized 
caskets  will  put  a  smile  on  just  about 
anyone's  face.  For  instance,  there's  a 
golfer  special  complete  with  an  em- 
broidered scene  of  a  golf  bag  and  a  pin 
flag  of  the  18th  hole  on  the  lid.  The 
line  also  includes  a  casket  for  truckers 
v\'ith  a  Mack  truck  horn  screwed  on 
the  lid,  and  running  boards  mounted 
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Al  Tacker 
of  Memphis' 
Family  Heritage 
Casket  Gallery 
Stiff  competi- 
tion for  the 
funeral  homes. 


on  the  side.  For  S995  to  $1,795, 
Tacker  will  gladly  design  whatexer 
)'ou  want.  And  the  htc:  will  see  to  it 
that  any  undertaker  will  handle  the 
box.  -Shth  Lubove 


Cafessa-ed 

AHA  Investors,  the  exclusive  invest- 
ment club  that  boasts  Henn'  Kissin- 
ger and  ex-General  Motors  boss  Rog- 
er Smith  among  its  members,  over- 
paid for  tilemaker  Dai-Tile  just  before 
the  construction  market  began  to 
tank  (FoRRHS,  May  11).  Now  aka  has 
more  egg  on  its  face  with  Caressa,  Inc. 
A  Dania,  Fla. -based  maker  of  wo- 
men's shoes,  Caressa  filed  for  Chapter 
1 1  bankruptcy  in  No\ember.  Assets, 
$6  million;  liabilities,  S48  million. 

When  AHA  paid  S74  million  for 
C'aressa  in  1984,  it  was  a  thri\ing 
public  company,  with  about  $75  mil- 
lion in  sales,  run  by  the  laicher  family. 
But  the  two  Taichers  who  managed 
Caressa,  Donald  and  Robert,  left 
within  a  year  or  so.  Herbert  Leeds,  a 
former  Caressa  board  member  and 
president  of  Miami's  Leeds  Business 
Counseling,  Inc.,  says  their  absence 
hurt  when  times  turned  tough.  As 
C^aressa's  shoes  were  mainly  made 
o\erseas,  a  drop  in  the  dollar  sharply 
increased  the  company's  cost  of 
goods.  Shrinking  margins,  a  recession 
and  the  loss  of  market  share  to  more 
aggressive  competitors  finalk  com- 
bined to  do  Caressa  in. 

Another  big  loser:  Morgan  Guar- 
anty Trust  (]().  Caressa  owes  the  bank 
$46  million,  all  of  it  unsecured. 

-C^AROH  M.  Cropphr 


Deadhead 
neckwear 

Thh  HoriHST  NHCKTIHS  this  year  fea- 
ture the  artAvork  of  Grateful  Dead 
guitarist  Jerry  Garcia.  Among  those 
spotted  sporting  the  colorful  neck- 
wear: Vice  President-elect  Al  Gore. 

The  J.  Garcia  line  was  created  by 
ln\  in  Sternberg.  Formerly  a  top  exec- 
uti\e  at  menswear  maker  Jos.  A.  Bank 
Clothiers,  Sternberg,  47,  now  owns 
New  York-based  Stonehenge  Ltd.  He 
says  he  plans  to  use  scores  of  Garcia's 
paintings  to  produce  limited-edition 
ties.  The  first  collection— 180,000 
strong — has  sold  out.  The  ties  retail  at 
around  $30.  Ladies'  scarx'es  (at  $65) 
are  already  in  stores.  To  come:  cum- 
merbunds, bow  ties,  suspenders,  vests' 
and  belts. 

"You  know  Ralph  Lauren  started 


Tipper  and  Al  Gore 
Tied  in  to  Jerry  Garcia. 
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3ut  as  just  a  tiny  little  tie  manufactur- 
sr,"  gushes  Sternberg. 

-Christopher  Palmeri 


'Happy  pumping  grounds 

Nkvv  York  State  reckons  it  loses 
around  $25  million  a  year  in  taxes  to 
motorists  who  fill  up  with  tax-fi-ee 
gasoline  and  diesel  ftiel  sold  on  the 
state's  Indian  reservations.  Those 
!  pumps,  mainly  on  the  lands  of  the 
Seneca  Nation  in  upstate  New  York, 
are  located  just  off  such  highways  as 
Interstate  90.  It's  easy  for  tractor 
trailers  to  tank  up  at  tax-dodge  truck- 
stops  on  the  reservations. 

Federal  case  law  says  non-Native 
Americans  must  pay  state  taxes  on  the 
goods — from  gasoline  to  cigarettes — 
they  buy  on  reservations.  But  states 
have  no  jurisdiction  to  collect  those 
taxes  on  the  reservations.  Nor  can 
sovereign  tribal  governments  be 
forced  to  collect  state  taxes. 

One  solution  New  York  State  has 
proposed  is  that  the  Senecas  impose 
their  own  taxes  at  the  pump,  making 
reservation  fiiel  less  of  a  bargain.  That 
would  generate  much-needed  reve- 
'nue  for  the  tribal  government.  But 


collecting  those  taxes  might  still  be 
tough.  "As  far  as  the  Indian  gas  sta- 
tion owners  are  concerned,  paying  a 
tax  to  the  Seneca  Nation  is  almost  as 
bad  as  paying  a  tax  to  New  York 
State,"  says  James  Wetzler,  tax  com- 
missioner of  New  York  State. 

More  bad  news:  On  Nov.  3  the 
Seneca  Nation  elected  a  service  sta- 
tion owner,  Barry  Snyder,  as  their 
president.  New  York  claims  that  Sny- 
der, 52,  owes  the  state  $6.3  million  in 
taxes.  -R.  Lee  Sullivan  ^ 
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'Tianier's  digital  dictation  system 
could  save  you  over  $15,000  a  year. 
That's  a  lot  of  golf  balls."  L^f^ 


People  can  dictate  six  times  as  fast 
as  they  Ccin  write. 

Which  means  a  $35,000  a  year 
executive  who  dictates  three  letters  a 
day  plus  a  couple  of  memos  and  a 
report  a  week  will  save  $3,700  in  time. 
Since  the  Lanier  VoiceWriter 
Our  commitment  800"' enables  many 

to  your  complete  ,     .      j.    .     . 

satisfaction         people  to  dictate. 


your  compciny  could  easily  save  over 
$15,000  a  year. 

Call  1-800-64-VOICE.  Or  send  us 
this  ad  with  your  business  card  for 
more  information  on: 
n  Dictation   □  Facsimile 
n  Imaging  Systems  (Copiers) 

1-800-648-6423  FAX  (513)  252-9703 
Voice  Products  Division 


^  HAFWS 

FBl/93 


LANIER  RESPONDS 


Lanier  Information  Center 
P.O.  Box  785 
Dayton,  Ohio  45401 


Diversification  for  long-term  investors 


What's  next  for  the  dollar? 


German/us.  Exchange  Rates  1968  - 1991 
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^ince  1969,  the  value  of  the  doUar  against  the 
German  mark  and  other  currencies  has 
declined — often  fluctuating  vdldly. 

Benham  European  Government  Bond  Fund 

— a  no-load  mutued  fund  managed  by  J.P. 

Morgan  Investment  Management — offers 

you  the  opportunity  to  protect  against  future 

declines  in  the  dollar  by  investing  in  AAA- 

rated  European  government  securities  wdth  a  core  position  in  German  bonds. 

Historically,  a  portfolio  of  U.S.  and  European  government  bonds  has  provided  higher 
returns  wdth  less  volatility  than  U.S.  bonds  alone.* 

Along  with  the  potential  for  higher  returns,  intematbnal  investing 
involves  risks,  especially  currency  fluctuations,  not  present  in 
domestic  bond  funds. 

Call  1-800-472-3389  for 
your  free  Investment  Guide. 


Q  The  Benham  Group' 

Managing  over  $10  billion  in  true  no-load  mutual  funds 


Yield  and  share  price  mil  wry.  Shares,  when  redeemed,  may  be  ivorth  more  or  less  than  their  original  cost.  The  invest- 
ment guide  includes  a  prospectus  with  more  complete  information  about  management  fees  and  expenses.  Read  it  care- 
fully before  investing  or  saiding  money.  Fund  sluires  are  not  guaranteed. 
"Source:  J.P.  Morgan  Securities  Inc. 
BENHAM  DISTRIBUTORS,  INC.,  1665  CHARLESTON  RD.,  MOUNTAIN  VIEW,  CA  94043 
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Research  is  an  investment  in  the  future.  Our  future. 
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In  the  last  five  years 
Boeing  has  invested 
$6  billion  in  research 
and  development, 
$8  billion  more  in  new 
plants  and  equipment. 
This  represents  the 
largest  capital  invest- 
ment in  our  industry's 
history.  In  addition 
we've  invested  hun- 
dreds of  millions  in 
training  to  support 
continuous  quality 
improvement.  A  lot  of 
time,  money  and  ener- 
gy, to  be  sure.  But  a 
small  price  to  pay  for 
our  piece  of  the  future. 


READERS  SAY 


Don't  buy 
life  insurance 
until  you  call 
1.800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  High  Immediate  Cash  Value 

•  Tax-deferred  Interest 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Service 

The  Wall  Street  Journal,  U.S.News, 
Barron's  and  others  say  it's  important 
to  know  about  Low-Load  Universal 
Life  from  Ameritas  Life,  a  1 05-year- 
old,  top-rated  mutual  company. 

Call  today  for  your 
free  personal  proposal. 

VERIIT^ 

A  direct-to-consumer  service 
Not  sold  in  of  Ameritas  Life  ,-„„.«. 

NY,  ME,  DC  F30104 


DREM AN 

Forbes  readers  know  David  Dreman  for  his 
column  in  Forbes  magazine.  What  many  of 
them  don't  know  is,  he  manages  the  No.  1 
Equity  Income  Fund*. 

The  Dreman  High  Return  PortfoHo 

This  Rsrtfolio  has  more  than  doubled  the  S&P 
500  for  the  period  10/11/90  (the  market  low) 
to  11/12/92.  j0^_4^^^ 


45.77% 

52.97% 

Lipper  S&P  500  DREMAN 

Equity  (unmanaged         HIGH 

Income  index  of  RETURN 

Average  common  stocks)   PORTFOLIO 

To  receive  a  free  prospectus  and  IRA  Booklet  com- 
pletely describing  our  100%  No  Load  Mutual  Funds 
including  expenses  call  toll  free  (800)  533-1608. 

•Ranked  by  Upper  Analytical  Services,  Inc.,  an  independent 
rating  service  against  61  other  Equity  Income  Funds  for  the 
period  10/1 1/90  to  1 1/12/92  As  of  9/30/92  tfie  average  annu- 
al total  returns  for  the  one  year  period  and  since  the  incep- 
tion of  the  Fund  (March  18,  1988)  were  12.2%  and  15.6%, 
respectively.  The  investment  return  and  principal  value  of 
an  investment  in  the  Portfolio  will  fluctuate  so  that  an  in- 
vestor's shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  As  v.ith  any  investment,  past  per- 
formance does  not  guarantee  future  performance.  Distribu- 
tor, Dreman  Financial  Services,  Inc. 

(800)  533-1608 


Productive  billionaiires 

Sir:  Mr.  Don  Hewitt,  the  executive 
producer  of  CBS'  60  Minutes.,  is  con- 
fused. Such  wealth  is  never  idle,  nor 
can  one  spend  even  $1  billion  on  a 
foolish  lifestyle.  Almost  always,  it  is 
managed  with  great  sldll  (Readers 
Say,  Dec.  7,  1992).  The  wealth  of  tjie 
Pritzkers,  Basses,  Gateses,  Buffetts, 
Tisches  and  others  goes  to  finance 
new  companies  developing  new  prod- 
ucts and  new  technologies  (while  pro- 
viding jobs).  It  buys  bonds  to  finance 
highway  improvements  and  build 
schools.  It  is  contributed  to  charitable 
enterprises.  I  prefer  the  prudent  man- 
agement of  Bill  Gates,  Sid  Bass,  War- 
ren Buffett  or  Laurence  Tisch  to  a 
U.S.  Congress  incapable  of  prudendy 
managing  its  own  bank,  checking  ac- 
counts, post  office  or,  more  to  die 
point,  the  U.S.  budget. 
-Steven  L.  Pease 
Sonoma,  Calif. 

Sir:  What  if  Mr.  William  Paley  had 
that  idea  mandated  upon  him  years 
ago.^  Where  would  60  Minutes  be.^ 
-Monte  C.  Byrd 
Houston,  Tex. 


Billionaires 
Warren  Buffett 
and  Bill  Gates 
Money  well  spent. 


Sir:  Ross  Perot  has  chosen  to  put 
most  of  his  wealth  into  municipal 
bonds,  helping  to  finance  the  infra- 
structure of  our  country.  Bill  Gates 
retains  most  of  his  wealth  in  Micro- 
soft, investing  in  the  creation  of  ever- 
more productive  software,  and  has 
donated  millions  to  finance  unrelated 
research  at  various  universities. 

Hewitt  believes  the  billions  would 
be  better  spent  on  job  training  or  Head 


Start  programs.  I  say  the  country  will 
be  better  off  having  billionaires  deter- 
mine how  their  wealth  is  invested. 
-Gregory  Lyle 
President 

Gre^fory  Lyle  &  Co. 
Clinton,  Wash. 

Investment  tax  credit 

SiR;  While  the  investment  tax  credit 
will  spur  business  investment,  bicker- 
ing over  details  such  as  what  business 
assets  should   be   favored  will  only  | 
delay  and  complicate  the  ITC  (What's  I 
Ahead  for  Business,  Dec.  7,  1992).  We  ■ 
need  a  simple,  easy  to  apply  incentive 
enacted  as  quickly  as  possible. 
-Edward  W.  Stimpson 
President 
General  Aviation 

Manufacturers  Association 
Washington,  D.C. 

Swapping  policyholders 

Sir:  An  alternative  to  what  to  do  with  a 
policy  when  the  director  quits  before  it 
is  fiiUy  paid  up  would  be  to  purchase 
the  contract  through  a  company  diat 
has  a  Right  of  Exchange  Rider  ("Pro 
bono  policies,"  Dec.   7,  1992).  This 
permits  (with  evidence  of  good  health) 
a  substitution  of  the  insured,  which 
means  startup  costs  would  be  avoided. 
-Raymond  J.  Gianantoni 
Assistant  General  A^ent 
MassMutual 
Springfield,  Mass. 

Counting  his 
accomplishments 

Sir:  The  basic  premise  of  the  article 
on  Paramount  Communications  is 
that  during  the  nearly  ten-year  stew 
ardship  of  Martin  Davis,  "he  has  ac 
complished  remarkably  little'' 
("Break  it  up?"  Dec.  7,  1992).  This  is 
simply  untrue. 

Consider  the  accomplishments: 

Divestiture  of  nonentertainment, 
nonpublishing  assets  with  combined 
revenues  of  close  to  $6  billion. 

Simplification  and  strengthening 
of  the  balance  sheet  and  reduction 
of  debt. 

The  company's  stock  price  h.is 
soared  some  500%  from  $9  a  shan 
(giving  effect  to  a  2-for-l  stock  split  m 
1988)  to  a  current  price  of  approxi 
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nately  $43  a  share. 

An  aggressive  acquisition  program, 
jarticularly  in  publishing,  where  the 
division  grew  from  a  $275  million 
:rade  publisher  into  a  $1.8  billion 
3ublisliing  powerhouse. 

While  it  is  true  that  many  of  the 
icquisitions  were  made  prior  to  1989, 
t  is  also  true  that  as  a  result  of  the 
economic  environment  from  August 
1989  until  early  1991,  merger  and 
acquisition  activity,  especially  in  the 
media  field,  virtually  ground  to  a  halt. 
-Lester  Pollack 
Chairman,  Audit  Committee 
On  behalf  of  the  Board  of  Directors 

of  Paramount  Communications 
New  York,  N.  T. 

More  dividends 

SiR:  AES's  dividend  was  $0.31,  not 
$0.11  ("Speculative  utilities,"  Oct. 
26,  1992).  The  first  half  dividend  for 
fiscal  1991  was  $0.20,  and  we  have 
recently  declared  a  $0.40  dividend  for 
the  second  half,  a  clear  indication  that 
dividend  payouts  are  significant  and 
growing. 
-Roger  W.  Sant 
Chairman  of  the  Board 

and  Chief  Executive  Officer 
The  AES  Corp. 
Arlington,  Va. 


No  loophole 


Sir:  Re  Matthew  Winkler's  advice 
("Time  to  get  on  board,"  Oct.  12, 
1992)  to  "refinance  your  home 
.  .  .  borrow  more  than  you  need 
.  .  .  and  invest  the  proceeds  in  tax- 
exempt  bonds."  Home  mortgage  in- 
terest is  not  deductible  if  loan  pro- 
ceeds are  invested  in  tax-free  bonds. 
-Ric  Edelman 
President 

Edelman  Fing^ncial  Services 
Fairfax,  Va..: 

400  largest  private 
companies 

SiR:  We  reported  last  year's  revenues 
as  $505  million  and  our  number  of 
employees  is  4,000  (Dec.  7,  1992). 
-Claire  M.  D 'Amour 
Vice  President 
Corporate  Affairs 
Bi£i  T  Foods,  Inc. 
Springfield,  Mass. 
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Our  world, 
your  pace. 

Ibr  those  who  could  go  anywhere,  so 
many  learn  there  is  simply  more  to  life 
at  the  5 -Star  Cloister  and  Sea  Island. 

Fifty-four  holes  of  golf  once  the 
domain  of  Retreat  Plantation.  An 
instruction  staff  led  by  Golf  Digest 
pros  and  Hall-of-Famcr  Louise  Suggs. 
Award-winning  tennis.  Championship 
skeet.  Fabulous  spa  and  beach  club. 
As  much  as  anything,  a  gracious  staff 
to  help  you  relax  and  enjoy  each  day 
to  the  utmost. 

Sumptuous,  full-course  dining, 
too,  dressy  or  casual.  Evenings 


of  dancing.  A  world  of  activity  and 
elegance  to  explore  as  you  like. 

And  like  no  other.  Call  800-SEA- 
ISLAnd.  The  Cloister,  Sea  Island,  GA 
31561. 

■cC 

THE  CLOISTER' 


"Too  much  flotsam  and  not  enough  jetsam.  " 

Try  Our  Recipe.  The  Berger  101  Fund  is  the  more  conservative  -  a 
mixture  of  many  old,  dividend-paying  favorites  with  a  few  interesting 
foreign  dishes  added.  The  Berger  100  Fund  offers  a  more  lively  menu.  The 
best  of  the  mature,  ripe  offerings  available  in  the  market  plus  some  young 
tender  plants  that  have  just  poked  their  heads  through  the  weeds.  The 
philosophy  behind  these  impressive  results  is  a  recipe  we'd  like  to  share 
with  you.  Please  call  for  a  prospectus  and  study  it  carefully.  Each  fund  is 
offered  for  an  investment  of  as  little  as  $250. 

Berger  Associates,  Inc.  •  (800)  333-1001 


To  one  lender, 

home  ownership  is  an  article  of  faith 


Countrywides  commitment: 

Deliver  the  American  Dream  to  more  families  than  ever  before. 


Angela  R.  Mozilo,  CEO,  CMB 


The  home  mortgage 
professionals  of 
Countrywide  are 
singularly  focused 
on  providing  more 
Americans  with  affordable  home  loans,  and  they've 
written  many  new  rules  of  the  game  to  get  it  done. 

Such  as  putting  loan  underwriters  on  the  front  line 
to  deal  directly  with  customers,  and  compensating 
loan  origination  staff  for  quality  and  service,  not  vol- 
ume. In  addition,  Countrywide's  new  House  Americai" 
program  offers  flexible  underwriting  and  counsel- 
ing for  low-to-inoderate-income  families. 


Countrywide  has  become  America's  largest  home 
mortgage  lender  by  working  to  better  serve  home 
buyers.  A  broad  array  of  lending  programs  are 
offered  directly  through  convenient  local  branches, 
a  toll-free  national  telephone  service,  as  well  as  a 
network  of  other  financial  service  providers. 

To  learn  more  about  how  Countrywide's  home  mort- 
gage loan  programs  can  help  you,  your  employees 
and  your  business  call,  800  669-6655  ext.  5198. 
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works       harder       to       deliver       the       American       Dream. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


iBy  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  FAST  THE  ECONOMY  GROWS  THIS  YEAR 


will  depend  on  the  upcoming  tax  bill.  If  the  package 

includes   meaningful    cuts    in    the    capital    gains    levy, 

[activity  will  pick  up  sharply  before  year's  end.  If  the 

:  legislation   is   neutral   or  punitive,   the   economy  will 

continue  at  a  so-so  3%  to  4%  pace. 

The  ingredients  are  there  for  a  boom.  New  technol- 
ogies are  rapidly  changing  the  way  we  do  business  as  well 
as  creating  numerous  new  businesses.  The  microchip/ 
fiber-optics  age  will  be  as  profound  in  our  time  as  the 
Industrial  Revolution  was  in  the  last  century.  But  onerous 
taxation  and  regulation  will  retard  the  process. 

The  stock  market's  performance  will  be  even  more 
intimately  tied  to  tax  changes.  Small-company  equities 
have  already  done  well  in  anticipation  of  favorable 
'capital  gains  tax  changes. 


Companies  have  cut  costs  dramatically.  Blue-chip  bot- 
tom lines  will  expand  impressively.  Capital  spending  will 
grow  heartily,  investment  tax  credit  or  not. 

Long-term  interest  rates  will  continue  down  as  long  as 
Clinton  forswears  bashing  the  Federal  Reserve.  So,  sur- 
prisingly, will  short-term  interest  rates.  The  Fed  would  do 
itself  and  the  nation  an  enormous  service  if,  uncharacter- 
istically, it  stated  that  the  price  of  gold  is  a  key  determi- 
nant in  monetary  policy. 

Despite  all  the  hoopla,  health  care  changes  will  be  slow 
in  coming— a  good  thing  considering  the  almost  univer- 
sally pernicious  proposals  now  being  seriously  discussed. 

Clinton  wants  to  be  a  domestic  president,  but  like 
Wilson  and  FDR  before  him,  he  will  find  foreign  policy 
taking  up  an  inordinate  amount  of  his  time  and  energy. 


SOMALIA— SYMPTOM  OF  THE  NEW  WORLD  DISORDER 


Somalia  is  an  example  of  the  challenges  we  face  in  the 
post- Cold  War  world.  When  Soviets  were  the  adversaries, 
we  knew  how  to  react — find  some  way  to  counter  their 
moves.  In  a  place  like  Somalia,  we  would  be  supporting  a 
faction;  they,  another.  A  total  breakdown  of  authority 
would  have  been  improbable.  But  the  world  is  no  longer 
so  tidy  geopolitically.  Clinton  will 
have  ample  opportunity  to  formulate 
novel  foreign  policy  doctrines  in  the 
face  of  new,  turbulent  circumstances. 

Our  intervention  in  Somalia  under- 
scores how  the  information  age  is 
changing  American  diplomacy.  We 
never  would  have  gone  in  if  not  for 
television.  Seeing  widespread  famine 
provokes  infinitely  more  emotion 
than  reading  about  it.  We  witnessed 
the  same  phenomenon  in  Tiananmen 
Square.  China's  reputation  still  suffers 
from  that  massacre  of  some  4,000 
people.  Yet  Beijing's  Red  Regime  has  executed  literally 
millions  of  people  since  taking  power  in  1949.  But  no 
pictures,  no  wprld  reaction.  And  it  was  information  from 
the  West,  particularly  broadcasts  by  Radio  Free  Europe 
and  Radio  Liberty,  that  undermined  Soviet  communism. 

Somalia  underlines  another  global  fact  of  life:  Only 
.America  can  create  conditions  for  a  kinder  gentler  world. 
If  we  hadn't  taken  the  lead  in  Somalia,  nothing  would 


Sarajevo:  We  don't  intervene  even  though 
the  war  could  spread  widely. 


have  happened  to  stop  the  starvation.  Other  countries 
have  no  inclination  to  right  wrongs. 

The  need  for  American  action  can  also  be  seen  in  Bosnia. 

European  nations  have  been  impotent  in  coping  with  the 

crisis.  Unless  we  take  the  initiative,  Serbian  aggression  will 

go  unpunished  and  could  well  trigger  a  wider  war.  Unlike 

Somalia,  our  interests  in  Bosnia  are 

manifest.  Yet  we  don't  act. 

Margaret  Thatcher  and  others  are 
right  that  without  a  strong  U.S.  pres- 
ence in  Europe  and  Asia,  traditional 
antipathies  there  will  fester  and  even- 
tually explode,  with  murderous  con- 
sequences for  us.  That  truth  is  be- 
coming self-evident  in  Europe.  It  will 
also  become  more  apparent  in  the 
years  ahead  in  Asia.  China  is  aggres- 
sively expanding  its  military.  Not  far 
down  the  road,  moreover,  it  could 
descend  into  one  of  its  periodic  bouts 
of  internal  disorder.  Russia  still  has  formidable  forces  in 
the  Far  East.  Japan,  at  some  point,  will  respond  in  kind  if 
we  continue  to  diminish  our  presence. 

The  new  world  disorder  will  soon  include  nuclear 
and  missile  proliferation.  Numerous  nations  not  so 
many  years  from  now  will  be  able  to  send  deadly 
rockets  to  our  shores.  Countries  are  fracturing,  creating 
fresh  opportunities  for  ethnic  strife.  And  there  is  always 


Forbes  ■  January  4,  1993 


23 


£SM 


Iran,  which  is  on  a  major  military  buildup  and  has 
launched  significant  diplomatic  offensives  in  many 
countries,  including  the  republics  that  have  emerged 
fi-om  former  Soviet  Central  Asia. 

The  lack  of  an  adversary  has  affected  our  response  to 
Russia.  If  China  were  a  well-armed  enemy,  we  would  not 
have  been  lackadaisical  about  the  Kremlin's  plight  for  fear 
it  might  ally  with  Beijing.  The  Marshall  Plan  was  motivat- 


ed by  fear  of  communism  as  much  as  by  humanitarianism 
Our  military  today  understandably  wants  its  engage- 
ments to  be  short.  But  Iraq  demonstrates  that  too  quick 
an  exit  can  also  create  serious  political  problems. 

Not  since  the  late  1940s  has  the  world  and  our  foreign 
policy  been  so  fluid.  Can  Clinton  respond  as  imaginative 
ly  and  effectively  as  Truman  did?  The  shape  of  the  world 
rides  on  the  answer. 


SHOWING  CHINA  THE  WAY 


Hong  Kong'S  new  British  Governor  has  aroused  China's 
communist  rulers.  He  proposes  by  1995  to  effectively 
increase  the  directly  elected  seats  in  the  Hong  Kong 
legislature  from  one-third  of  that  body  to  two-thirds. 

Beijing  thought  it  had  an  understanding 
that  a  majority  of  the  seats  would  be  ap- 
pointed by  pliant  groups. 

Governor  Chris  Patten's  sudden  moves 
raise  the  painful  question  of  why  these 
democratic  steps  weren't  taken  years  ago 
when  British  influence  was  greater  and 
China  would  have  had  more  time  to  adjust 
to  such  heretical  steps. 

But  better  late  than  never.  While  Beijing 
is  still  boiling  mad — threatening  to  tear  up 
any   new   system   when   it   takes   over   in     Governor  Chris 


1997 — some  deal  will  likely  be  cut  if  Patten  does  not 
overplay  his  hand  and  if  China's  economic  kingpin, 
Zhu  Rongji,  applies  his  trouble-shooting  talents  to 
smoothing  over  the  row,  which  is  likely. 

Hong  Kong  could  thus  be  both  a  model 
and  a  prod  politically,  just  as  it  has  been 
economically.  China's  economy,  particularly 
in  the  provinces  neighboring  Hong  Kong,  is 
booming  thanks  to  the  colony's  investment 
and  its  illustrative  free-enterprise  system. 
Tensions  will  increase  between  old-guardists 
and  those  who  want  more  economic  liber- 
ties. With  the  examples  of  Hong  Kong  and 
Taiwan  and  Singapore,  a  growing  number  of 
mainlanders  will  want  to  see  economic  free- 
doms lead  to  more  political  freedoms. 


Patten 


MAYBE  THIS  TIME  THEY'LL  GET  IT  RIGHT 


The  Supreme  Court  has  agreed  to  decide  a  case  on  the 
increasingly  critical  issue  of  excessive  jury  awards.  Our 
justices  have  previously  refused  to  put  any  limits  on  them. 

Outsized  awards  violate 
both  the  Eighth  Amend- 
ment's ban  of  excessive  fines 
and  the  Fourteenth's  guaran- 
ty of  due  process,  as  there  are 
no  standards  by  which  they 


High  Court  to  Take  Up  Case  on 
Large  Punitive  Awards  by  Juries 


are  levied.  In  the  case  the  High  Court  will  consider,  actual 
damages  were  only  $19,000,  while  punitive  damages  were 
$  1 0  million.  Such  amounts  are  based  on  emotion,  not  fact. 

Until  the  early  1960s,  puni- 
tive damages  were  rare,  given 
only  in  civil  cases  where  mo- 
tives bordered  on  the  crimi- 
nal. Today,  these  payouts 
have  become  routine. 


-The  New  York  Times 


IF  YOU  GO  TO  RIO  DE  JANEIRO 

be  sure  not  to  stay  at  the  highly  touted  Rio  Palace  Hotel,      tion  cost  almost  three  times  the  one  we  gave  in  Sao  Paulo. 
A  group  of  us  from  Forbes  were  recendy  guests  there.     Why.>  The  hotel  neglected  to  mention  that  its  price  perl 
The  hotel  upgraded  my  room — and  then  charged  me  five     person,  which  was  in  line  with  those  of  other  cities,  was] 
times  the  confirmed  rate.  Worse  yet,  our  cocktail  recep-      only  an  hourly  rate. 

BRAVE  BRAIN 

by  William  J.  Bennett     one,  "Public  policy  issues  are  hopelessly  complex." 


The  De- Valuing  of  America 

(Summit  Books,  $20).  A  superb  discussion  of  culture, 
education,  race,  religion,  drugs.  What  brings  Bennett's 
points  to  life  are  his  abundant  anecdotes.  The  author 
was  no  desk- bound  bureaucrat  during  his  decade  in 
Washington  as  National  Endowment  for  the 
Humanities  head.  Education  Secretary'  and 
drug  czar.  One  example:  his  account  of 
Charleston  Police  Chief  Greenberg's  success- 
ful war  on  drugs,  which  blows  away  all  the 
head-shaking  pessimism  over  our  supposed 
inability  to  deal  with  this  plague.  His  stories 
about  successflil  teachers  and  principals  he 
encountered  are  inspiring.  All  incoming 
Clintonites  should  read  the  writer's  six 
"Washington    myths,"   particularly   the    first 


De- 

Valuing 

of  America^ 


I  he  Fighl  for 
Our  (Culture 
and  Our 

C.liilclrrn 


Bennett  is  that  rarity  in  public  life — a  fearless,  fight- 
ing intellectual  of  intcgrit)'  uncowed  by  controversy'. 
Excerpt:  Talking  to  some  police  chiefs  was  like  talkinjj  tot 
some  of  the  school  superintendents  I  had  encountered  whilcl 
Secretary  of  Education.  They  spoke  of  deep  social\ 
problems,  alienation  and  illiteracy.   But  they\ 
had  little  sense  of  how  to  provide  solutions.  They' 
didn't  want  the  responsibility  for  solvinjj  theu 
dru£i  problem.  Somethinpf  is  wrong  when  law-^\ 
enforcement  officers  start  sounding  like  sociolo-^ 
gists  and  when  their  leaders  want  to  spend  mort 
time  psychoanalyzing  a  drug  dealer's  behavtoi 
than  getting  their  men  to  arrest  him.  Ihe  most 
immediate  need  is  not  to  teach  fire  prevention^ 
but  to  put  out  the  fire. 
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ire  your  PCs  holding  you  back? 


lots 


Our  motto. 


urprisingly,  over  80%  of  PCs  in  American  industry  are 

operating  at  a  fraction  of  their  capacity.  They're 

rforming  just  one  task  at  a  time;  requiring  users  to  work 

an  unnatural  fashion. 
And  that  means  the  workers  using  them  are  operating 

less  than  their  peak  productivity  These  days,  American 

siness  can't  afford  that. 

While  other  software  companies 

ye  decided  the  solution  is  to  change 
way  60  million  users  work,  we 

irted  from  the  premise  that  a 

roductivity  increase'  that  required  a 

ajor  investment  of  time  and  money  was  an  oxymoron. 
For  instance,  DESQview,  our  multitasking  windowing 

ivironment  allows  users  to  run  several  of  their  favorite 

programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
users  are  forced  to  replace  most 
of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously  How  many 
lutes  a  year  would  a  user  need  to  save  to  pay  back  an 

ivestment  of  $1,500  -$2,200  in  new  hardware  and  software? 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 


THI   PC/CONFUTING 
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QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 


DESQ 

view 


DESQview  multitasks  and 
'idows  programs  on  the  PC: 
!ihics  or  text,  DOS  or  Micro- 
It  Windows— side-by-side. 


things,  but  less  effectively 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 
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DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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eiTOQuuterelKk  aficc  Syslcms,  PC  Week  Analvsl  s  Choice  Logo,  ©1991.  Zif(  CommuniHtiors  Companv  PC  Keek  is  a  regislered  Irademark  and  Ihe  PC  Week  Analyst's  choice  logo  is  a  Irademark  of  the  Zill-Davis  PuHishinR  Conipani  Other  trademarks  are  properly  o(  Iheir  respective 

For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 


NORTHSTAR  SYSTEM:  32-VALVE,  295-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTR 
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UNTIL  NOW,  SOME  THOUGHT  LUXURY  IMPORTS  WERE  BETTER  ENGINEERED. 

CHANGE 

Introducing  the  Cadillac  Seville  STS  with  the  Northstar  System.  At  its  heart  is  a  295-hp  V8  so  advanced, 

IS  ON  THE 

its  first  scheduled  tune-up  is  at  100,000  miles.  At  60  mph,  its  Road-Sensing  Suspension  reads  the  contours  of 

HORIZON 


the  road  one  inch  at  a  time.  Further  enhancing  driver 


confidence.  Traction  Control  helps  limit  unwanted 


1 00,000  miles  between 
scheduled  tune-ups:  the 
equivalent  of  four  trips 
around  the  world. 


wheel  spin  at  any  speed.  And  dual  air  bags  complement  the  inherent  safety  of  the  Seville  STS,  which  even 


[Mm]    passes  1997  federal  side-impact  standards. 


SEVILLE  STS. 


CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


OlPS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  PLEASE  CALL  1-800-3334CAD 


Otheir  Comments 


Flip  Side  of  the  Coin 

Business  is  more  than  making  money; 

losing    less    money    is    sometimes 

important,  too. 

-Eveiy  Street  Is  Paved  with  Gold, 
by  Kim  Woo-Choong, 
founder  and  chairman,  Daewoo 

It  Takes  More  Than  Skill 

Mr.  Yeltsin  has  pro\ed  a  skillful  pol- 
itician and  formidable  statesman. 
[But]  the  Yeltsin  government  will 
not  sur\ive  unless  it  receives  major 
economic  assistance: 

1.  The  S80  billion  debt  Yeltsin 
inherited  from  Gorbachev  must  be 
rescheduled  for  15  years. 

2.  There  must  be  a  substantial 
bridge  loan  from  Western  govern- 
ments to  help  the  Russian  people 
through  a  cruel  winter  and  to  assist  the 
transition  to  a  free -market  economy. 

3.  Russia  needs  massive  investment 
from  the  private  sector  in  the  West.  If 
Russia  adopts  the  same  legal  guaran- 
tees for  private  propert}'  as  we  ha\e  in 
the  West,  it  has  been  estimated  that 
S300  billion  would  be  invested  over 
the  next  five  years. 

If  Mr.  Yeltsin  sur\'ives  and  freedom 
and  democracy  succeed,  \\e  will  live 
in  a  safer  and  richer  world.  A  vigor- 


ous free  enterprise  economy  in  Russia 
will  mean  billions  of  dollars  in  trade 
and  hundreds  of  thousands  of  jobs 
for  Americans.  The  success  of  de- 
mocracy and  free  markets  in  Russia 
will  be  an  example  for  China  and 
other  dictatorships  to  follow. 
-Richard  Nixon,  New  York  Times 


At  some  point,  people  have  to 
step  up  and  do  something  for 
someone  else.  If  people  give  a 
little  emotionally,  the  qualit}'  of 
living  in  our  towns  is  going  to 
be  better,  the  qualit\'  of  living  in 
our  state  is  going  to  be  better 
and  the  quality  of  living  in  our 
coiuitry  is  going  to  be  better. 
-Stan  Johnson,  vice  chairman, 

Johnson  Gage  Co., 

The  Hartford  Courant 

Placating  Helps  Nothing 

Chin.^has  been  threatening  to  ignore 
the  1984  Sino-British  Joint  Declara- 
tion that  sets  out  Hong  Kong's  1997 
hand-over  to  China  [and]  announced 
that  after  repossessing  Hong  Kong,  it 
may  not  honor  leases,  contracts  and 
agreements   signed   by  the   current 


"I've  been  meaning  to  ask  you,  Dad.  Where's  the  smart  money?" 


British  administration  of  Hong  Kong 
The  question  for  Hong  Kong  is 
whether  to  kowtow  to  China  and 
resume  the  absurd  pretense  that  all 
will  be  well  under  China.  It  makes 
more  sense  to  equip  Hong  Kong 
\\'\xh  some  modicum  of  democratic 
self-rule  than  to  hand  it  over  uninsu- 
lated against  China's  dictates. 

Goxernor  Chris  Patten,  \\\\h  his 
plan  for  democratic  reform,  deser\'es 
the  continuing  encouragement  of 
both  his  British  colleagues  and  the 
rest  of  the  democratic  world. 
-  Wall  Street  Journal  editorial 

Get  Serious  about  Trade 

America  has  global  competitors  who 
ha\e  taken  the  time  to  understand 
the  new  global  economy,  focused  on 
developing  an  educated  work  force 
and  expanding  markets  in  their  own 
economy,  provided  their  sunrise  in- 
dustries with  reduced  capital  costs, 
and  learned  to  simultaneously  coop- 
erate and  compete.  Clearly,  with  the 
\\  orld's  largest  economy  with  a  diver- 
sified work  force,  we  should  demand 
no  less  of  ourselves. 
-J.AMKS  C.  Morgan,  Chairman  & 
CEO,  Applied  Materials,  Inc., 
in  remarks  to  the  Congressional 
Competitiveness  Caucus 

Mind  over  Matter 

Afthr  thrkh  weeks  in  the  weighty 
Mylar  shadow  of  Madonna's  Sex,  ra- 
dio's Rush  Limbaugh  is  back  at  No.  1 
on  the  New  York  T^wwhest-seller  list. 
Limbaugh's  The  Way  Things  Otight 
To  Be,  a  diatribe  against  all  people, 
places  and  things  liberal,  had  come 
down  a  notch  after  the  Erotica  god- 
dess landed  in  stores  with  her  media- 
hyped  assemblage  of  pop-tart  fanta- 
sies. What  Rush's  return  seems  to 
indicate  is  that  America  prefers  its 
bombast  packaged  in  the  form  of  a 
paunchy,  suit-clad  politico  rather 
than  a  raunchy  unclothed  chantcuse. 
Or  it  could  mean  that  readers  ha\c 
found  Limbaugh's  pro\ocati\e  use  of 
the  written  word  more  exciting  than  a 
bunch  of  racy  pictures. 
-Ginia  Bki.iarantk,  Time  ^ 
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C  ^Jj^^^^^  ^^^  never  been 
^^^^     so  close  to  home. 
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f   \^rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  he  the  overstuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "honjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 


m& 


C 


In-Room 

AUtr 

Long 

Distance 

Semct 


^/^ 


Hotel  Sofitel 

NORTH      AMERICA 


CHICAGO     •     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MINNEAPOLIS     •     SAN  FRANCISCO  BAY 


WASHINGTON  B.C. 


K«fter  the  excesses  of  the  past  decade, 
encouraging  new  trends  have  emerged.  Companies 
in  a  broad  spectrum  of  industries  are  borrowing  to 
refinance  and  restructure  debt,  and  investing  in  the 
training  and  technology  needed  to  increase 
productivity. 


These  actions  may  not  bring  our  econol 
roaring  back  as  quickly  as  profligate  spendi 
They  will,  however,  lead  us  toward  a  solid  ; 
sustainable  recovery. 

At  The  CIT  Croup,  we're  proud  to  be  play 
a  role  in  these  efforts.  This  year,  we're  making 
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lion  available  t5  American  companies  that  can 
used  for  productive  investment  and  debt 
tructuring.  As  America's  most  experienced  asset- 
»ed  lender,  we  have  a  long  history  of  helping 
ll-managed  companies  utilize  the  value  of  their 
'fii  ets  to  improve  their  competitive  position. 


To  find  out  how  The  CIT  Group  can  help 
you,  call  1-800-545-5440. 

Americas 
Most  Experienced 
Asset- Based 
Lender. 
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Dr.  Karen  Strauss,  erwirorimental  engineer,  with  son  Luke  and  daughter  Jenny 


"As  A  Parenx  I  Have  Living,  Breathing  Reasons 
To  Support  Nuclear  Energy." 


An  environmental  engineer  and  doctor  of 
public  health,  Karen  Strauss  affirms  what 
thousands  of  other  professionals  in  her 
field  know  about  nuclear  energy:  It  helps 
protect  our  environment  because  it  doesn't 
pollute  the  air. 

"The  world  of  our  children  and  our 
grandchildren  will  need  more  electricity 


for  healthy  economic  growth,"  Dr.  Strauss 
says.  "No  single  energy  source  is  the  whole 
solution.  But  nuclear  energy  is  part  of  the 
solution.  The  U.S.  already  has  110  nuclear 
plants  producing  clean  electricity  with  no 
air  pollution.  That's  a  precious  environ- 
mental advantage  for  us  and,  even  more, 
for  future  generations." 


The  more  you  know  about  ener'f 
choices,  the  more  you  can  participij? 
in  those  choices.  For  a  free  booklet  f 
nuclear  energy  (including  the  natiorjl 
plan  for  safe  nuclear  waste  disposij, 
just  write  to  the  U.S.  Council  for  Eneii^ 
Awareness,  RO.  Box  66080,  Department^ 
Washington,  D.C.  20035. 


Nuclear  Energy  Means  Cleaner  Air. 


1993  USCEA 
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\9n  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


A  NEW  BOOK  FOR  ALL  SEASONS 


The  ADVENT  of  both  a  new  year  and  a  new  Administration 
underlines  the  importance  and  \'alue  of  a  new  book — 
particularly  for  those  who  have  decided  to  do  their  own 
thinking  rather  than  accept  and  repeat  what  they  hear  and 
read  even,'  morning  and  night  on  television  and  in  most  of 
our  newspapers. 

The  book,  An  Illustrated  Guide  to  the  American 
Economy  by  Herbert  Stein  and  Murray  Foss  (AEI  Press, 
publisher  for  the  American  Enterprise  Institute,  Wash- 
ington, D.C.,  $14.95),  is  unresen'edly  recommended 
for  securing  an  understanding  of  what  is 
fact  and  what  is  myth  about  our  economy. 
All  who  await  the  approach  of  the  new 
Administration — whether  with  apprehen- 
sion, bated  breath,  or  both — can  hope  that 
before  the  "bold  new  initiatives"  we  were 
promised  during  the  campaign  are  offered, 
the  new  economic  team  will  be  issued 
copies  to  study  with  care. 

This  is  not  a  Republican  or  a  Democratic 
book;  rather,  it  is  a  book  about  the  100 
key  issues  that  anyone  working  with  or 
try'ing  to  understand  the  American  econo- 
my must  deal  with  even,'  day. 

At  the  outset,  for  example,  we  learn  that  our  total 
output — measured  by  the  real  gross  national  product, 
which  is  the  sum  of  the  total  output  of  goods  and 
senices  assessed  at  a  gixen  year's  prices — has  increased 
enormously,  particularly  in  the  last  30  years.  In  fact,  our 
total  output  4?er  person  is  at  least  a  fourth  higher  than 
Japan's  and  a  third  higher  than  Germany's.  The  authors 
cautiously  advise  us  that  we  should  not  automatically 
.\ssume  that  this  makes  our  people  better  off;  that 
depends  on  what  we  do  with  the  income.  At  least  this 
increased  output  has  greatly  increased  our  choices  and 

?OSJ   given  us  la\'orable  conditions  for  increased  happiness. 

[04  That  is  the  most  any  economy  can  do. 

■  Health.  For.those  about  to  design  a  new  health  plan,  it 
is  useful  to  know  that  the  health  care  industn'  has  grown 
about  50%  taster  than  the  econom).  Prices,  which  had 
increased  more  than  5%  a  year  from  1947  to  1980, 
suddenly  rose  more  than  8%  a  year  from  1980  to  1989. 
Prices  and  employment  rose,  but  output  did  not  keep 
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pace.  Result:  a  fall  in  productivity'. 

■  Foreign  aid.  For  those  demanding  deep  cuts  in  foreign 
aid,  it  may  be  instructive  to  note  that  foreign  aid  has 
already  fallen  from  15%  of  federal  expenditures  in  1950  to 
only  about  1%  in  1990. 

■  Poverty.  There  are  ten  different  definitions  of  poverty. 
If  we  count  all  cash  income  plus  the  market  value  of  all 
major  government-furnished  benefits,  approximately  8% 
of  the  U.S.  population  is  below  the  official  standard.  But 
if  you  consider  just  the  cash  income  of  the  poor  that  is 

below  "estimated  current  requirements  for 
minimum  food  needs,"  as  defined  by  the 
government,  then  about  25%  of  the  popula- 
tion is  below  the  poverty'  line. 
■  Defense.  Defense  budget  cutters  should 
be  aware  that  defense  spending  is  now  less 
than  6%  of  the  GNP.  Present  plans  (of  the 
outgoing  Administration)  call  for  defense 
expenditures  to  decline  to  less  than  4%  of 
the  GNP  by  1996,  and  the  new  Adminis- 
tration has  campaigned  for  much  deeper 
cuts  than  that.  But  nothing  in  any  eco- 
nomics book  can  tell  us  when  we  will  need 
great  military'  strength.  However,  looking 
about  the  world  one  can  easily  conclude  that  not  all 
risks  and  threats  have  disappeared.  It  is  also  easy  to  see 
that  it  costs  more  to  regain  lost  defense  capability'  than 
it  does  simply  to  maintain  by  small  increases  each  year 
the  strength  we  now  have. 

Other  tacts  in  the  book  that  the  new  Administration 
might  want  to  keep  in  mind:  A  trade  dciicit  does  not 
cause,  in  total,  a  loss  of  employment  in  the  U.S.;  there  is 
no  reason  for  concern  that  we  are  "now  a  debtor  nation"; 
the  increased  educational  attainment  of  our  work  force 
has  been  a  big  factor  in  our  growth  in  output;  and  a  fixed 
rule  is  that  the  more  education  a  person  has,  the  higher 
\\'ill  be  his  or  her  income. 

All  of  this  and  much  more  is  presented  in  clear,  non- 
technical prose  and  illustrated  \\\x\-\  splendid  graphics. 
Even  if  disagreements  on  policy  still  exist,  at  least  those 
disagreements  will  be  based  on  factual  foundations  once 
the  disputants  have  read  this  exceptionally  timely  and 
valuable  manual.  WM 
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Since  its  introduction,  the  Honda  Accord 
has  impressed  both  the  automotive  critics  and 
enthusiasts.  For  three  years  in  a  row,  car  buyers 
have  made  it  America's  best-seller.* 

No  wonder  it  is  the  example  for  others  to 
follow.  So  with  a  resume  like  this,  we  decided 
to  follow  up  with  a  different  kind  of  Accord. 

This  is  the  new  Accord  SE  Sedan.  It  has 
a  special  interior.  A  special  sound  system.  A 
special  set  of  alloy  wheels.  In  other  words,  a 
remarkable  car  made  even  more  so. 

That's  why  you  will  find  the  upholstery 
trimmed  in  rich,  supple  leather  meticulously 
crafted  in  a  19-step  process. 

As  for  the  cabin  layout  itself,  it's  textbook 
ergonomics.  Instmmentation  and  controls  are 
placed  where  your  hand  and  eye 
would  best  find 
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them.  Contoured  seats  offer  the  right  balar 
of  support  and  comfort. 

Inside,  you  will  appreciate  the  opennef  ^^ 
And  the  quiet.  Unless  you  prefer  a  little  mu 
Which  comes  to  you  courtesy  of  the  exclus 
Honda/Bose®  Music  System.  It's  not  just  ar 
music  system,  mind  you.  But  one  acousticif " 
tailored  for  this  passenger  compartment. 

Engineers  even  took  into  considerati^ 
the  reflective  qualities  of  the  leather  surfa 
Speakers,  amplifiers  and  equalizers 
are  tuned  to  deliver  optimum 
sound.  Listen  and  your 
ear  will  immediately 
appreciate  the 
full  clarity. 


!X)veiiedthe 
h  leather 


)alai     As  you  would  expect,  fit  and  finish  of  the 
ccord  SE  Sedan  are  exemplary.  Seams  line 
m  P  straight.  Body  panels  meet  together  with 
niu  nbelievable  precision. 
clus     Equal  attention  to  detail  can  be  found 
u\  I  the  engineering  of  this  car.  The  design  of 
stia  le  multi-valve  engine  minimizes  vibration. 
It  )u  can  hear  what  a  difference  this  makes. 
atio  Tie  advanced  four-wheel  double  wishbone 


suspension  smoothly  absorbs  mile  after  mile 
of  curves,  hills  and  straightaways. 

For  your  reassurance,  there  are  anti-lock 
brakes  and  two  airbags.  One  on  the  driver's 
side.  The  other  on  the  passenger's.  As  always, 
please  don't  forget  to  fasten  your  seat  belt. 

And  if  things  like  value,  reliability  and 
quality  weren't  mentioned  earlier,  don't  worry 
The  new  Accord  SE  Sedan  has  those  easily 
covered.  After  all,  it's  a  Honda. 

The  Accord  SE  Sedan 
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How  often  do  you 
get  the  chance  to  fly  Qantas  ? 


With  more  than  40  flights 
a  week  to  more  places  through- 
out Australia  and  the  South 
Pacific,  quite  often,  actually. 

Qantas  also  has  more 
nonstops  to  Sydney,  including 
afternoon  or  evening  departures 
from  Los  Angeles. 

And  we're  the  only  airline 
with  direct  flights  into  Cairns  - 
gateway  to  the  Great  Barrier  Reef. 

Of  course,  chances  are 
you'll  notice  things  on  all  our 
flights  that  you  won't  find  on 
ordinary  airlines. 

Like  complimentary  drinks 
throughout.  Comfort  kits  in 
Economy.  Pre-flight  juices  and 
stereo  headphones.  As  well  as 
enough  genuine  Aussie-style 
warmth  and  friendliness  to 
make  a  bush  kangaroo  blush. 

All  the  above  comes  with 
an  unparalleled  reputation  for 
safety  and  maintenance. 

And  the  chance  to  earn 
mileage  credit  with  our  U.S.  or 
Canadian  partners. 

So  should  you  ever  get  the 
chance  to  go  our  way,  don't  let 
that  chance  go. 

We  go  further. 
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Exports  are  creating  better-paying  jobs 


It\s  natural  that  IBM's  latest  cut  of  25,000 
jobs,  8.3%  of  the  company's  total  work  force, 
and  major  job  cuts  by  such  companies  as  Wes- 
tinghousc  (23,000  jobs)  and  UTC's  Pratt  & 
Whitney  jet  engine  division  (4,800  jobs) 
should  dominate  the  headlines.  But  there  is  an- 
other side  to  this  restructuring  that  is  worth 
keeping  in  mind,  and  it  certainly  didn't  get 
much  attention  at  the  Clinton  economic  sum- 
mit in  Little  Rock. 

The  restructuring  that  is  still  under  way  in 
U.S.  industry'  continues  to  yield  strong  produc- 
tivity growth.  What's  good  for  the  economy  is 
good  for  the  job  market.  Nationwide,  payrolls 
are  now  growing  at  a  rate  of  400,000  or  so  per 
month.  That's  more  people  finding  work  than 

Exports  pay  more  ways  than  one 

U.S.  average  hourly  wages  (private  sector,  nonagricultural) 

$12 

10 
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All  industries    Manufacturing     Services 

Source:  Office  of  ttte  U.S. Trade  Represer^tative 

Export  jobs  pay  more  and  tend  to  be  more  highly 
skilled  than  in  the  economy  as  a  whole. 


are  losing  their  jobs,  which  is  why  the  national 
unemployment  rate  headed  back  down  in  No- 
vember, to  7.2%  from  a  peak  of  7.8%  in  June. 
In  fact,  having  added  a  net  1 .4  million  or  so  jobs, 
the  U.S.  has  restored  the  number  of  jobs  lost 
since  the  recession  began. 

The  best  news  on  the  employment  front 
concerns  the  effect  of  exports  on  jobs.  According 
to  the  Commerce  Department's  Economics  & 
Statistics  Administration,  by  1990  (the  latest  year 
for  which  detailed  statistics  are  a\'ailable),  some 
7.2  million  jobs  were  supported  by  U.S.  mer- 
chandise exports.  That  was  up  42%  from 
around  5  million  export- related  jobs  in  1986. 

Commerce  Department  economists  believe 
that  this  growth  has  continued.  One  estimate 
suggests  that  merchandise  exports  supported 
7.6  million  jobs  in  199i.  The  trend  probably 
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continued  throughout  1992,  though  maybe 
at  a  slower  pace.  The  growth  in  exports  has 
slowed,  as  a  result  of  the  recession  in  Europe 
and  Japan.  But  at  $38.2  billion  in  September, 
merchandise  exports  were  up  by  nearly  7%  to 
an  alltime  record  level. 

What's  less  obvious  is  that  as  many  as  3 
million  of  the  service  sector's  jobs  in  1990  were 
dependent  on  merchanclise  goods  exports.  In 
addition,  a  large  number  of  service  sector  jobs 
are  dependent  on  direct  exports  of  such  ser- 
vices as  banking,  insurance,  medical  services  and 
the  like,  though  the  government  has  not  cal- 
culated how  many.  These  direct  service  exports 
($164  billion  in  1991)  are  rising  strongly  and 
now  stand  at  40%  of  merchandise  goods. 

The  best  feature  of  all  this,  and  perhaps  the 
most  surprising,  is  that  export-related  jobs  pay 
better  than  business  as  a  whole  (see  chart). 
This  applies  to  export-related  jobs  in  both  man- 
ufacturing and  services.  Analysis  by  the  chief 
economist  at  the  Office  of  the  U.S.  Trade  Rep- 
resentative shows  that  in  1990  overall  jobs 
supported  by  exports  paid  nearly  1 7%  more  than 
the  average  for  all  jobs.  The  gap  in  manufac- 
turing was  10%  and  in  services  no  less  than  20%. 

Manufacturing  jobs  still  pay  more  on 
average  than  service  sector  jobs,  but  the  gap 
is  much  closer  where  exports  are  involved. 
For  all  workers  in  1990,  service  sector  jobs 
paid  $9.43  an  hour  on  average,  versus 
$10.83  in  manufacturing — a  gap  of  $1.40. 
For  those  jobs  supported  by  exports,  the 
figures  were  $11.30  and  $11.69,  respective- 
ly— a  gap  of  just  39  cents.  Note  that  service 
sector  jobs  involved  in  exports  made  more 
than  the  average  hourly  wage  for  manufac- 
turing as  a  whole. 

There  is  a  clear  relationship  between  the 
sectors  where  the  U.S.'  export  prospects  are 
strongest  and  those  paying  the  highest  wage 
rates.  In  chemicals,  wages  average  $13.55  an 
hour.  In  aircraft  manufacture,  wage  rates  are 
$14.60  to  $15.70  an  hour. 

The  stor)^  is  the  same  in  services.  There  is, 
for  instance,  a  clear  difference  in  average  pay 
rates  between  retailing  ($7.50  an  hour), 
which  serves  domestic  customers,  and  whole- 
saling ($10.80  an  hour),  which  involves 
export  trading. 

The  message  for  protectionists  is  clear.  The 
best  jobs — meaning  the  highest-paying  jobs — 
come  from  trading  abroad,  not  putting  up 
walls.  The  best  news  for  U.S.  workers  is  that 
merchandise  and  particularly  service  sector 
exports  are  expected  to  grow  at  least  as  strongly 
in  the  1990s  as  they  did  in  the  last  decade.  Hi 
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The  Forbes  Index  (1967=100) 
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The  Forbes  Index  currently  shows  a  0.9%  gain  for  Octo- 
I   ber,  its  largest  monthly  increase  since  Januan'  1989,  and  a 
'^.   4.7%  gain  o\'er  the  past  12  months.  Early  November! 
results  also  look  encouraging.  Retail  sales,  for  example,] 
climbed  0.4%  from  October  to  November.  "The  economy 
will  neither  falter  nor  overheat  in  the  next  two  quarters," 
predicts  Samuel  Kahan,  chief  economist  at  Fuji  Securities! 
■   in  Chicago.  Kahan  is  forecasting  2%  to  3%  annualized! 
^   growth  in  the  gross  domestic  product  through  the  first  half  | 
'   of  1993. 


Other  key  rates  Source 

Prime  rate  Chase  Manhattan 

Auto  sales  )rear to  date  vs  1991'  Wards  Autonwtive 

Index  of  leading  indicators  Oct  vs  Sept  Dept  of  Commerce 

Trade  balance  1 2  months  ended  Sept  1 992  Dept  of  Commerce 

Ail-commodrtY  producer  price  Index  Nov  vs  Oct'  Dept  of  Latxx 

GDP  3rd  quarter  vs  2nd — annualized  growth  Dept  of  Commerce 

M2  (3-month  change) — annualized  growth'  Federal  Reserve 


Status 

6.0% 

1.3% 

0.4% 

$76t)»l 

-0.3% 
3.9% 
3.3% 


'  U.S.-tiased  manufacturers,  excludes  Imports,  as  of  1 1/30/92.  ^  Wholesale  goods. '  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers^  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indeus  (1982-84  3veraee=100) 
ail  urtan  consumers,  unadjusted  (Dept  irf  Labor) 


Inventories      •    New  orders 
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HaMifacturers'  new  orders  and  inventories 
(Shillions),  seasonally  adjusted  (Dept  of  Commerce) 


111 


Industrial  production  Index  (1987=100) 
seasonally  adjusted  {Federal  Reserve) 
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New  unempioymcnt  claims  oKiagi:  ioi  uuitn 
(thousands),  seasrally  adjusted  (Dept  of  Labor) 


New  boosing  starts  (thousands)  pnvately  owned, 
unadjusted  (Oept  of  Commerce) 


Retail  sales  i^uH«o<'6f, 

seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  : 

disbursements,  seasc^ 
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Coosiuner  installment  credit  ,U,.... 
seasonally  adjusted  (Federal  Roerve) 
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Fran  kli n 

BELIEVED 

IN   A   GOVERNMENT   OF 

THE   HIGHEST   QUALITY. 


CURRENT 
YIELDt 

AVERAGE  ANNUAL  TOTAL 
RETURNS  ft 

7.36% 

1-YEAR                5.70% 

5-YEAR            9.93% 
10-YEAR          10.94% 

Today,  the  Franklin  U.S. 
Government  Securities  Fund 
stands  out  as  a  quality  invest- 
ment if  you  seek  high  current 
income  and  high  credit  safety. 

This  professionally  managed 
fund  of  predominantly  Ginnie 
Mae  securities  offers  you: 

♦  Monthly  dividends. 

♦  U.S.  government  securities 
that  are  among  the  highest 
yielding  on  the  market. 

♦  Securities  that  carry  the 
full  faith  and  credit  of  the 
U.S.  government  as  to  the 
payment  of  principal  and 
interest." 

Call  Franklin  today. 

1-800-342-FUND 
EXT     1338 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  U.S  Govern- 
ment Securities  Fund,  including  charges  and 
expenses.  I  will  read  it  carefully  before  I 
invest  or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FRANKLIN      DISTRIBUTORS,      INC. 

Member  $64  Baiion  Franklin  Group  of  Funds®  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 
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tYield  is  based  on  earnings  of  the  fund's  portfolio  for  the  30  days  ended  10/31/92,  and  reflects  a  sales  charge. 

tt  Returns  for  the  period  ended  9/30/92  include  the  maximum  4%  initial  sales  charge  and  assume  reinvestment  of  dividends  at  the 

offering  price  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when 

redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Past  performance  cannot  guarantee  future  results. 

"Individual  securities  in  the  fund,  but  not  shares  of  me  fund,  are  guaranteed  by  the  U.S.  government.  Yield  and  share  price  will  vary 

with  market  conditions. 


ruroes 


At  450  to  the  U.S.  dollar,  the  Russian  ruble  may  be  a 
screaming  bargain.  On  the  other  hand,  it  may  not. 

Bread  at  six 
cents  a  loaf 


By  Paul  Klebnikov 


Floundering  THOUGH  n  is,  Russia  is 
still  a  massixc  nation,  coxcring  an  area 
t\\'icc  as  large  as  the  U.S.,  Alaska 
included.  Russia  produces  roughly 
S200  billion  a  year  of  oil,  gas,  steel, 
coal  and  grain. 

What  is  this  mighty  economy 
worth.^  Not  much  if  you  value  the 
Russian  ruble  at  its  current  free  mar- 
ket exchange  value.  At  450  rubles  to 
the  dollar,  Russia's  gross  national 
product  comes  to  about  $38  billion. 
That's  somewhere  between  Pakistan 
and  Greece  on  the  world  scale. 

Obviously,  something's  wrong 
here.  A  450-to-the-dollar  ruble  gi\es 
Russia  a  per  capita  income  of  $250. 
That  can't  be  so,  because  if  it  w  ere, 
Russians  would  be  as  hungiy  as  Soma- 


lis.  Which  they  aren't. 

Economists  measure  a  currency's 
\'alue  in  two  different  wa)'s:  its  ex- 
change rate  xalue  and  its  purchasing 
power  parity  xalue.  The  exchange  rate 
value  is  determined  by  market  de- 
mand for  a  currency.  If  businesses  and 
speculators  want  Gountiy  A's  curren- 
cy, they'll  sell  (>ountn'  B's  currency 
and  buy  ('ountiy  A's.  The  value  of  A's 
currency  will  rise,  relative  to  B's.  In 
Russia,  the  supply  of  foreign  currency 
is  limited,  and  no  one  wants  rubles,  so 
the  ruble's  exchange  rate  value  is  low. 

Purchasing  power  is  a  different 
concept.  It  measures  what  you  can 
buy  internally  with  the  money.  In  this 
sense  the  ruble  is  unbelie\'ably  cheap. 
In  Russia  \'ou  can  bu\'  an  excellent  loaf 


of  bread  for  26  rubles,  even  though 
the  same  rubles  can  be  swapped  for 
only  6  cents  in  U.S.  money. 

Thus  the  ruble's  purchasing  power 
and  its  exchange  \'alue  are  far  apart. 

Jan  Vanous,  director  of  Washing- 
ton, D.C. -based  consulting  firm 
PlanEcon,  has  been  analyzing  the 
Russian  economy  for  many  years.  Us- 
ing purchasing  power  parities  as  a 
benchmark,  Vanous  believes  that  at 
450  to  the  dollar,  the  ruble  is  valued  at 
3%  of  its  real,  long-term  value.  Even 
allowing  for  Russia's  25%-per-month 
inflation,  Vanous  says,  a  more  realistic 
rate  would  be  about  12  rubles  to  the 
dollar.  Then  Russia's  GNP,  even  after 
its  35%  fall  over  the  last  three  years, 
would  be  worth  about  SI. 4  trillion, 
just  behind  Germany's.  That's  a  rela- 
tionship that  doesn't  defj'  common 
sense.  Comparing  the  Russian  econo- 
my with  Greece's  defies  common 
sense. 

If  Russia  sinks  into  hyperinflation, 
of  course,  the  ruble  may  become 
worthless.  But  h\'perinflation  hasn't 
arri\ed.  On  Dec.  14  Boris  Yeltsin 
named  a  new  prime  minister,  Viktor 
Chernomyrdin,  the  former  chief  of 
the  oil  and  gas  industiy.  Chernomyr- 
din and  the  big  industrial  managers  he 
represents  sank  outgoing  Prime  Min- 
ister Yegor  Gaidar's  crash  program  to 
create  free  enterprise  in  Russia.  They 
did  so  by  simply  ignoring  Gaidar's 
tight  money  policies,  trading  with 
each  other  in  lous,  and  conspiring 
with  central  bank  Chairman  Viktor 
Gerashchenko  to  issue  3  trillion  ru- 
bles worth  of  new  credits.  They  also 
undermined  Gaidar  by  hoarding  hard 
currency  in  Western  banks  rather  than 
changing  it  into  rubles. 

But  now  that  they're  in  control, 
(niernomyrdin  and  the  industrialists 
aren't  likely  to  do  to  themscKes  what 
they  did  to  Gaidar.  They  don't  want 
to  be  thrown  out  of  ofVice. 

Their  best  bet  for  strengthening 
the  economy  is  to  first  strengthen  the 
ruble.  That's  the  advice  from  such 
supply-side  economists  as  Jude  Wan- 
niski,  president  of  Polyconomics,  Inc. 
"Money  is  the  goxernment's  non- 
interest-bearing  debt  to  its  own  peo- 
ple," says  Wanniski,  "and  the  go\ern 
ment  should  honor  that  debt." 

To  show  that  the  go\'ernment  is 
serious  about  creating  a  currency 
that  can  act  as  a  store  of  value,  argues 
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Wanniski,  it  should  stop  devaluing 
the  ruble  and  begin  to  revalue  it — 
restore  some  of  its  lost  purchasing 
power.  "Russia  has  been  function- 
ing on  a  de  facto  oil  standard,  so  it 
should  lower  the  ruble  price  of  oil, 
instead  of  raising  it,"  he  says.  Once 
the  ruble  commands  more  goods 
and  services,  more  people  will  want 
to  hold  it. 

The  government  could  also  offer 
zero  coupon  bonds,  perhaps  denomi- 
nated in  gold  or  foreign  currency  at  an 
exchange  rate  of,  say,  30  rubles  to  the 
dollar.  And  the  government  still  has 
assets  worth  trillions  of  dollars,  from 
gold  mines  to  urban  real  estate.  Sell- 
ing these  for  rubles  at  the  revalued 
rate  would  be  another  way  of 
strengthening  the  currency. 

Also,  Russia  is  owed  an  estimated 
$146  billion  by  various  Third  World 
countries,  including  Syria,  Angola, 
Cuba  and  Vietnam.  A  number  of 
Western  banks.  Chemical  Bank 
among  them,  are  interested  in  help- 
ing the  debtor  nations  buy  back  their 
obligations  to  Russia.  Even  at  pen- 
nies to  the  dollar  on  this  debt,  Russia 
could  get  a  nice  chunk  of  hard  cur- 
rency— more  backing  for  the  ruble. 
And  the  new  government  may  well 
have  better  luck  than  Gaidar  in  repa- 
triating the  estimated  $20  billion 
deposited  in  Western  banks  by  Rus- 
sian enterprises,  and  the  estimated 
$7  billion  the  Soviet  Communist 
Party  stashed  abroad. 

The  bottom  line  here  is  that  the 
ruble — barring  slippage  into  runaway 
inflation — may  be  seriously  unden-al- 
ued  on  foreign  currency  markets.  If 
the  ruble  rises,  currency  speculators  in 
Russia  are  likely  to  make  a  big  profit. 
PlanEcon's  Vanous  points  to  Poland, 
where  some  smart  speculators  bought 
zlotys  with  dollars  in  the  last  desperate 
days  of  Communism  in  September  of 
1989  and  saw  the  dollar  value  of  the 
Polish  curreticv  quadruple  during  the 
"Big  Bang"  reform  of  1990^]  In 
Czechoslovakia  and  Hungaiy,  too, 
some  speculators  made  huge  profits 
when  the)'  sold  dollars  and  bought 
local  currency  or  government  bonds. 

If  you're  looking  for  a  last-minute 
stocking-stuffer,  consider  a  handful  of 
crisp  1,000-ruble  notes,  available 
from  any  hard-pressed  Russian.  It 
might  end  up  as  wallpaper.  On  the 
other  hand.  .  .  .  ^ 


Carl  Icahn  and  Leon  Black  are  squaring  off 
over  cash-rich  E-ll  Holdings,  and  once  again 
young  Black  is  holding  the  best  cards. 

Senior  beats 
junior 


By  Roula  Khalaf 

Poor  Carl  Icahn.  His  old  friend  and 
former  investment  banker,  Leon 
Black,  keeps  beating  him  at  the  game 
of  recapitalizing  bankrupt  companies. 
Black  outmaneuvered  Icahn  during 
the  reorganizations  of  Gillett  Hold- 
ings, owner  of  the  Vail  ski  resort 
(Forbes,  Mar.  2,  1992).  Black  bested 
Icahn  again  at  furniture  and  footwear 
maker  Interco. 

Black's  secret.^  He  has  speculated 
primarily  in  the  bankrupt  companies' 
senior  and  bank  debt,  while  Icahn 
typically  has  bought  cheaper,  and 
riskier,  junior  debt.  In  both  Gillett 
and  Interco,  Black  was  able  to  use  his 
senior  securities  and  bank  debt  to  gain 
control  of  the  companies.  Icahn  has 
so  tar  lost  money  on  his  Interco  bonds 
and  has  barely  broken  cxen  on  his 
Gillett  investment. 

«The  two  old  chums  are  squaring  off 
again,  this  time  in  a  fight  to  control  E- 
II  Holdings.  With  rexenues  of  $920 
million,  E-II  is  the  bankrupt  parent  of 


luggage  maker  Samsonite  and  two 
other  companies  that  once  belonged 
to  dealster  Meshulam  Riklis. 

E-II  has  its  attractions.  As  well  as  a 
valuable  brand  name  and  strong  oper- 
ating income,  E-II  has  over  $250 
million  in  cash.  In  the  right  hands,  the 
company  could  be  a  powerful  vehicle 
to  make  acquisitions.  This  is  what 
Icahn  hopes  to  do  with  E-II. 

Icahn  owns  32%  of  E-II's  subordi- 
nated debt,  bought  for  an  estimated 
%77  million.  To  bring  E-II  out  of 
bankruptcy,  he  wants  the  junior  credi- 
tors to  exchange  their  bonds  for  new 
equity  in  E-II.  This  would  make 
Icahn  the  largest  shareholcier. 

What  about  E-II's  senior  creditors.' 
Icahn  would  effectix'ely  give  them 
back  their  original  bonds,  worth  100 
cents  on  the  dollar,  plus  accrued  inter- 
est. But  no  cash  and  no  equity. 

Leon  Black  has  other  ideas.  Black's 
Apollo  Ad\'isors  holds  around  25%  of 
the  company's  senior  bonds,  but  in 


Investor  Carl  Icahn 
Losing  out  to  his 
old  pal  Leon  Blacit 
in  the  vulture 
investing  game. 
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E-II  Holdings 
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Former  Drexel 
banker  Leon  Black 
When  playing 
against  Icahn, 
he  always  holds 
the  stronger  cards. 
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this  case  Black  also  bought  27%  of  E- 
II's  subordinated  debt;  this  makes 
him  the  most  powerful  member  of  the 
E-II  creditors  committee.  Black  has 
endorsed  a  plan  that  would  have  E-II 
distribute  virtually  all  its  cash — plus 
new  debt  and  equity — to  both  the 
senior  and  subordinate  holders. 

How  would  Black  gain  his  objec- 
tive, control  of  E-IIr  The  plan,  agreed 
to  by  Black  and  now  before  the  bank- 
ruptcy court,  gives  E-IFs  senior  credi- 
tors the  right  to  swap  up  to  S73 
million  of  new  debt  for  E-II  equit)'. 

This  is  where  the  Black/Icahn  fight 
gets  somewhat  nasn,'.  Citing  an  ap- 
praisal made  for  E-II  by  Bear,  Stearns, 
Black  and  the  bankrupt  company 
place  the  xalue  of  E-II's  equity  at 
between  $125  million  and  S225  mil- 
lion, or  $8.08  to  $14.55  per  E-II 
share.  But  in  court  papers  Icahn  ac- 
cuses Bear,  Stearns  of  underx'aluing 


the  equit)'.  Several  Wall  Street  analysts 
agree  with  Icahn.  A  more  reasonable 
price,  they  say,  is  $20  to  $25  per  share. 

Why  does  Black  prefer  the  lower 
valuation?  Because  at  $14.55  a  share, 
he  can  convert  his  senior  debt  into 
more  E-II  shares  than  if  the  equity 
were  valued  at  $20  a  share.  Indeed, 
working  through  the  arithmetic,  it 
turns  out  that  using  $14.55-a-share. 
Black  can  end  up  with  over  50%  of  E- 
IFs  equit)'.  And  by  getting  the  stock 
on  the  cheap.  Black  increases  the  re- 
turn on  his  investment. 

Icahn  is  mad  .about  another  ele- 
ment of  the  E-II  drama:  E-II  Chair- 
man Steven  Green,  an  old  as.sociate  of 
Riklis.  According  to  another  raft  of 
court  documents  filed  by  Icahn, 
Green  gaxe  Black  \aluable  access  to  E- 
ITs  books  before  Black  bought  his 
bonds.  And  under  the  Black-backed 
reorganization  plan.  Green  would  be 


retained  to  run  E-II  and  could  be  paid 
as  much  as  $21  million  over  the  next 
three  years.  A  waste  of  money,  says 
Icahn,  who  w  ants  Green  out. 

So  far  the  fight  for  E-Il  seems  to  be 
going  Leon  Black's  wa\',  again.  Icahn 
recently  asked  the  court  to  allow  him 
to  present  his  own  plan.  But  a  court- 
appointed  examiner  has  ruled  that  the 
interests  of  Icahn  and  other  junit)r 
creditors  are  already  represented  by 
Black's  creditors  committee.  Icahn 
can  tn'  to  block  the  committee's  plan. 
In  that  event,  the  judge  can  impose 
the  plan  over  Icahn's  objections. 

Curiously,  through  all  the  financial 
and  legal  maneu\ering,  Icahn  and 
Black  have  maintained  a  close  friend- 
ship. The  two  financiers  play  tennis 
together  regularly,  and  e\en  shared 
Thanksgiving  dinner  a  few  weeks  ago. 
In  the  fight  for  H-II,  a  negotiatcil 
truce  is  a  distinct  possibilitN'.  WM 
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Economists  agree  the  tax  system  has  contributed  to  runaway  health 
care  costs.  But  politicians  plan  to  pass  the  buck  to  business. 


Designated 
bad  guys 


By  Janet  Novack 

First  the  politicians  figured  out 
how  to  expand  social  benefits  without 
taking  the  heat  for  raising  taxes:  Man- 
date that  employers  provide  the  bene- 
fits. Now  some  pols  have  come  up 
with  a  similar  tactic  to  cut  or  tax 
employees'  health  benefits:  Make  the 
employer  do  it.  "They're  tiying  to  use 
the  employer  as  a  buffer,"  says  Dallas 
Salisbury,  president  of  the  Employee 
Benefit  Research  Institute.  "The  vot- 
er is  likely  to  be  mad  at  the  employer 
rather  than  at  the  politicians." 

Here's     the     background:     Most 


economists  consider  the  current  tax 
system  a  major  cause  of  the  nation's 
runaway  health  care  bill.  Health  bene- 
fits receive  a  great  tax  subsiciy.  Em- 
ployers are  allowed  to  deduct  health 
insurance  premiums  they  pay  on  be- 
half of  their  employees,  and  the  em- 
ployees are  allowed  to  receive  the 
benefits  tax-free.  Acting  rationally  to 
maximize  their  aftertax  earnings, 
most  middle-  and  upper-income 
workers  prefer  expensive  health 
plans — with  broad  benefits,  low  de- 
ductibles and  few  controls  on  use — 


A  middle-class  tax  hike 


Changes  in  income  tax  by  income  category 

Percentage  of  people  under  65  in  income  category 
I  with  employer-paid  health  insurance 
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employer 
contributions  of 
more  than  $1,620 
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have  raised 
$10.6  billion 
in  1991. 
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over  extra  pay,  on  which  they'd  have 
to  pay  taxes.  This  is  a  formula  for 
skyrocketing  health  costs.  When  em- 
ployees pay  little  of  their  medical  ex- 
penses directly,  they  are  oblivious  to 
cost;  they  consume  more  services  and 
don't  care  whether  they  go  to  the 
most  expensive  doctor. 

Meanwhile,  the  self-employed  and 
workers  whose  employers  don't  offer 
insurance  must,  for  the  most  part,  buy 
it  with  aftertax  dollars.  That's  one 
reason  many  lack  insurance. 

The  health  care  reform  idea  that  is 
currently  receiving  the  most  attention 
is  called  "managed  competition." 
This  proposal  would  ha\'e  insurers 
offering  competing  plans  but  with 
standardized  benefits.  At  the  same 
time,  the  amount  of  insurance  em- 
ployees can  receive  tax  free  would  be 
limited  to  the  cost  of  the  most  effi- 
cient plan.  The  extra  tax  re\'enue  this 
would  yield  would  be  used  to  fund  tax 
deductions  and  subsidies  for  people 
who  are  now  uninsured. 

During  the  presidential  campaign, 
Bill  Clinton  endorsed  "managed 
competition."  But  he  never  ad- 
dressed the  crucial  question  of  limit- 
ing the  tax  subsidy — not  surprising, 
since  the  subject  is  political  dynamite. 
President  Bush's  health  advisers 
toyed  with  the  idea  of  taxing  some 
health  benefits  for  those  earning  over 
$100,000  or  so,  but  decided  even  that 
was  too  risky. 

"The  trouble  with  tampering  with 
the  [tax]  exclusion  is  the  average  Joe 
will  think  it's  a  tax  increase,"  says 
Representative  Jim  Cooper  (D- 
Tenn.),  a  key  moderate  Democrat  on 
health  care  reform.  Which  it  would  be 
for  an  ax'erage  worker  with  a  rich 
insurance  plan— an  autoworker,  for 
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Health  benefits 

example.  Not  surprisingly,  the  UAW 
x'chcmcntly  opposes  any  limits  on  tax- 
free  health  benefits. 

But  there  are  just  too  many  dollars 
here  for  the  politicians  to  ignore  (see 
chart).  This  year  the  Treasun'  will 
forgo  about  $65  billion  because  in- 
come and  payroll  taxes  aren't  levied 
on  employer-paid  health  insurance. 

To  get  at  those  dollars  and  to  limit 
the  tax  subsidy,  Tennessee's  Cooper, 
working  with  the  Consenative  Dem- 
ocratic Forum,  came  up  with  a  ploy. 
He  woulci  allow  employees  to  contin- 
ue to  recei\e  unlimited  health  coNcr- 
age,  tax  free.  But  their  employers 
would  ha\'e  to  pay  a  34%  excise  tax  on 
their  contributions  above  the  cost  of 
the  cheapest  basic  local  health  plan 
that  meets  certain  goxernment  quali- 
ty' standards.  Congress'  Joint  Tax 
Committee  reckons  the  benchmark 
would  a\  erage  S 1 ,620  a  year  for  indi- 
viduals anci  54,020  for  family  cover- 
age in  1994.  The  committee  figured 
the  excise  tax  would  raise  S20  billion 
in  1995  and  S36  billion  by  1998. 

Cooper's  managed  competition 
proposal  is  getting  a  lot  of  attention 
these  days,  in  part  because  it  appears 
to  be  the  politician's  equixalent  of  a 
free  lunch.  It  would  a\oid  taxing 
workers  directly  for  company-provid- 
ed health  benefits,  and  would  instead 
stick  corporations  with  the  bill. 

In  reality,  of  course,  workers  who 
now  have  the  most  generous  insur- 
ance will  pay  for  the  Cooper  plan.  But 
at  least  they'll  blame  their  employers 
and  not  their  congressmen.  Or  so  the 
congressmen  hope. 

KBRi's  Salisbur\'  figures  that  in  the 
first  year,  as  companies  adjust,  Coo- 
per's excise  tax  might  cut  into  their 
profits.  But  by  the  second  year,  he 
says,  employers  will  compensate  by 
reducing  wage  increases.  0\er  the 
long  haul  he  expects  that  most  em- 
ployers will  offer  onh'  those  benefits 
that  are  not  subject  to  the  excise  tax; 
employees  will  have  to  pay  for  extra 
benefits  with  aftertax  dollars. 

If  nothing  else,  the  Cooper  propos- 
al will  be  an  interesting  test  of  Presi- 
dent-elect Clinton.  Will  he  attempt  to 
perpetuate  the  myth  that  workers 
don't  pay  for  their  health  insurance 
through  lower  wages?  Or,  for  that 
matter,  that  corporate  taxes  aren't 
ultimatch'  borne  by  both  consumers 
and  workers.'  ^M 


44 


Why  would  anyone  invest  in  Colombia,  seething  with 
violence  by  drug  lords  and  murderers?  In  part  because 
of  the  courage  of  people  like  Nicanor  Restrepo. 


Club 
Medellin 


By  Joel  Millman 

Life  goes  on.  Nicanor  Restrepo, 
head  of  the  Colombian  insurance  gi- 
ant Suramericana  de  Seguros,  would 
not  dream  of  going  out  without  his 
bod\'guards.  Two  inside  his  armored 
sedan,  five  trailing  behind  in  a  Jeep, 
they  accompany  him  almost  exen- 
where.  "The  glass  can  stop  a  bullet 
from  a  9mm  pistol,"  explains  his  driv- 
er. Would  it  stop  one  from  an  assault 
rifie.'  No,  but  "those  are  big  guns  we 
can  see  from  far  away.  And  e\'ade." 

Welcome  to  Medellin.  Capital  of 
the  Colombian  proxince  of  Antio- 
quia,  home  base  of  the  Medellin  car- 
tel, the  narco-thugs  who  haxe  terror- 
ized Colombia  since  the  mid-1980s. 
Last  fall  the  cartel  murdered  60  Me- 
dellin police  officers  in  the  space  of 
fixe  xxeeks;  on  some  nights  there  are  as 
many  as  a  dozen  bombings  around 
the  city. 

Yet  Medellin  is  also  Colombia's 
business  center,  famous  for  its  manu- 


Medellin 

businessman 

Nicanor  Restrepo 

Despite 

violence, 

investing 

every  year. 


facturing,  food  processing  and  finan- 
cial senices.  Surrounded  by  rich  cof- 
fee fincas,  Medellin  has  been  blessed 
xx'ith  riches  since  colonial  times. 
Toyota  and  Renault  assemble  xehicles 
there;  Procter  &  Gamble  makes  soap; 
Dutch  Akzo,  polyester  fibers. 

The  violence  and  constant  danger 
notxvithstanding,  many  fund  manag- 
ers expect  Colombia  to  be  the  next 
Latin  "miracle."  Colombia's  growth 
rate  exceeded  those  of  Mexico  and 
Chile  throughout  the  past  decade;  its 
top  companies  regularly  report  earn- 
ings gains  of  oxer  20%.  Among  the  |fini 
fund  managers'  favorite  shares  are 
Noel,  C^adenalco,  Cementos  Argos 
and  Nacional  de  Chocolates,  all  part  the ' 
of  Medellin's  sindicnto  nntioqncfw. 
This  syndicate  resembles  Japan's  big 
industrial  groups  like  Mitsubishi.  But 
the  syndicate  is  in  many  xxays  unique. 

Nicanor  Restrepo,  he  of  the  ar- 
mored sedan,  heads  one  of  86  public- 
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•yiedellin,  Antioquia.  Colombia's  terror  capital  is  also  its  industrial  center 

i*olicemen  murdered,  nighttime  bombings . . .  and  earnings  gains  of  30%  a  year. 


y  traded  firms  with  combined  sales  of 
3ver  $2.5  billion  and  1992  earnings 
3f  almost  $240  million  that  make  up 
:he  syndicate.  Sindicato  antioquew 
prospers  on  a  simple  principle:  Each 
af  the  86  companies  supports  the 
3thers  and  agrees  not  to  flee  abroad 
with  its  profits.  "If  these  were  family 
companies,"  says  Suramericana's 
Restrepo,  "the  first  sign  of  Crisis,  the 
companies  would  stop  all  their  mod- 
^crnization  and  leave  the  countn,'.  But 
we  were  reinvesting  ever\'  year." 

Each  member  company  agrees  to 
reinvest  at  least  30%  of  its  profits,  and 
when  one  company  neecis  more  capi- 
tal, the  other  companies  usually  sub- 
scribe it,  keeping  shares  out  of  public 
hands  and  thus  out  of  reach  of  both 
drug  lords  and  takeover  artists. 

The  businesses  are  thriving.  Ce- 
mentos  Argos  and  the  retail  chain 
"adenalco  reported  inflation-adjust- 
ed earnings  gains  of  over  30%  last 
year.  Typical  oPthe  way  the  Medellin 
companies  cross-invest  in  one  anoth- 
er, Argos  is  almost  a  mutual  fund, 
deri\'ing  most  of  its  income  from  di\'i- 
Jends  rather  than  from  selling  ce- 


ment. There  are  not  yet  ADRs  available 
on  Colombian  stocks.  Yet  shrewd  in- 
ternational investors  have  been  buy- 
ing Colombian  stocks,  apparently  at- 
tracted by  the  strong  growth  rates. 
According  to  sindicato  leaders, 
George  Soros  has  been  buying,  along 
with  Baring  America  Asset  Manage- 
ment's Puma  Fund. 

Sindicato  antioquem  formed  origi- 
nally in  self-defense  against  takeover 
specialists  from  Bogota.  In  the  1970s 
stocks  on  Colombia's  three  ex- 
changes were  selling  at  dirt-cheap 
prices.  Thus,  when  new  tax  laws  made 
the  stocks  popular  by  eliminating  tax- 
es on  capital  gains  and  dividends, 
dozens  of  companies  suddenly  found 
themselves  in  play.  Sugarcane  king 
Carlos  Ardila  Lulle  and  brewing  mag- 
nate Julio  Mario  Santo  Domingo 
(FoRBHS,  Aufj.  3,  1992)  were  the  first 
to  invade  Medellin,  Ardila  snapping 
up  its  leading  cotton  mill,  Coltejer, 
and  Santo  Domingo  grabbing  Medel- 
lin's  top  brewer,  Cer\ami6n. 

But  when  Santo  Domingo  coxeted 
a  Medellin  bank,  Restrepo  and  his 
soon-to-be  syndicate  made  a  stand. 


Local  firms  joined  to  buy  up  the 
bank's  shares  and  swap  blocks  of  one 
another's  shares.  Suramericana,  Ar- 
gos and  food  processor  Nacional  de 
Chocolates  emerged  as  the  leading 
holding  companies.  Each  held  large 
stakes  in  affiliated  members;  control 
of  the  group's  companies  rested  with- 
in the  group  itself  When  the  smoke 
cleared,  there  weren't  enough  shares 
of  any  one  company  in  public  hands 
to  make  an  outside  takeover  feasible. 

Medellin's  business  elite  is  still 
dominated  by  these  reluctant  white 
knights.  "Our  self-defense  against  the 
raiders  in  the  1970s  gave  us  a  wall 
against  narco-money  in  the  1980s," 
says  Juan  Gonzalo  Uribe,  a  manager 
at  textile  manufacturer  Fabricato. 
"For  ten  years  there  has  been  no  real 
change  in  ownership." 

Colombia's  drug  violence  and  ter- 
rorism continue  almost  unabated.  Af- 
ter a  lull  during  the  incarceration  of 
narco-chief  Pablo  Escobar,  Medellin 
has  exploded  again  this  past  year.  Still, 
men  like  Nicanor  Restrepo  ride  the 
streets  in  well-armed  caravans.  And 
they  are  staying  put.  ■■ 
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In  its  Lexis  and  Nexis  data  retrieval  services,  Mead 
Corp.  has  had  two  strong  brand  names  that  threw  off  lots 
of  cash.  But  no  brand  name  is  forever. 


Logging  o£f  Lexis 


By  Marcia  Berss 

In    electronic    publishing,    two 
brand   names  dominate:   Lexis  and 
Nexis.  Launched  in  1973,  Lexis  is  a 
database  of  legal  cases;  Nexis  is  one 
of  the  largest  databases  of  newspa- 
per and  magazine  articles. 

The  x\\o  retrie\'al  serxices  are  ma- 
jor cash  generators  for  Mead  Data 
Central  and  its  parent,  Mead  Corp., 
the  big  papermaker.  At  around  S470 
million.  Mead  Data's  revenues  are 
only    one-tenth    of  the    company's 
overall  sales,  but  in  1991  the  data 
business  earned  $41.5  million  pre- 
tax. This  was  about  15%  of  Mead's 
overall  pretax  net  and  a  welcome 
contribution  to  a  capital-intensive 
parent  company  whose  earnings  are 
quite  cyclical.  Some  ha\e  estimated 
that  on  its  own  Mead  Data  may  be 
worth    about    S800    million,   about 
one-third  the  stock  market  \alue  of 
Mead  as  a  whole. 

Suddenly,  howexer,  trouble  is 
emerging  at  Mead  Data.  Two  things 
ha\e  happened.  Growth  at  the  infor- 
mation retrieval  ser\'ice  has  slowed 
from  30%  a  year  in  the  1980s  to  less 
than  10%  a  year  now — and  will  stay 
there,  says  Mead — partly  because  the 
law\'ers  and  bankers  who  are  key  users 
aren't  doing  as  many  big  deals  as  the\' 
used  to.  But  on  top  of  this  general 
slowdown.  Mead  Data  Central's  sys- 
tem has  been,  according  to  industiy 
experts,  technologically  leapfrogged. 

The  problem  is  especially  acute  at 
Lexis,  which  accounts  for  about  70% 
of  Mead  Data  Central's  sales,  and 
probably  more  of  its  profits.  An  ag- 
gressive competitor,  privately  held 
West  Publishing  Co.  (estimated  sales, 
S525  million),  has  developed  a  legal 
case  retricxal  system  that  is  much 
easier,  and  potentially  much  cheaper, 
to  use  than  Lexis. 

Based  in  Eagan,  Minn.,  West  Pub- 
lishing has  capitalized  on  the  fact  that 


it  is  also  a  leading  lawbook  publisher. 
In  addition  to  pro\'iding  its  data 
search  customers  with  the  full  text  of 
court  decisions.  West  incorporates 
useful  summaries  of  decisions  found 
in  its  books.  By  contrast.  Lexis  pub- 
lishes only  the  full  text. 

Another  difference:  West  charges 
its  customers  fees  based  on  the  time  a 
user  is  actually  connected  to  West's 
database;  the  idea  is  that  haxing  done 
a  computer  search,  users  should  go 
oft'-line  and  use  West's  books.  This 
helps  keep  search  costs  low.  Until 
recently.  Lexis  levied  an  average  fixed 
charge  of  324  for  eveiy  search  made. 
But,  to  respond  to  West  Publishing's 
challenge.  Lexis  has  been  obliged  to 
offer  pricing  by  time.  This  could  be 
less  profitable  for  Lexis,  depending 
on  use. 

In  another  blow  to  Mead,  in  1988 
it  settled  a  court  case  with  West.  As  a 
result.  Lexis  now  has  to  pay  to  use 
West's  copyrighted  index  reference 
system.  And  to  neutralize  Mead's  key 
selling  point  that  Nexis,  the  general 
news  retrieval  ser\'ice,  and  Lexis  are 
available  on  the  same  system.  West 
Publishing  recently  agreed  to  ofier 


Knight-Ridder's  Dialog  general  news 
retrieval  ser\'ice  to  West's  customers. 

In  September  West  introduced  its 
biggest  threat  yet  to  Lexis,  creating  a 
system  that  is  more  user-friendly.  To 
use  Lexis  requires  knowledge  of  ar- 
cane programming  language  based 
on  Boolean  logic.  But  West's  data- 
base can  be  searched  using  ordinary' 
language. 

This  is  an  important  difference.  For 
example,  to  search  West's  database 
for  cases  involving  tra\'el  agents'  li- 
abilit)',  a  lawyer  might  type  in:  Can  a 
travel  agency  or  book  publisher  be  held 
liable  for  injuries  sustained  by  a  tourist 
while  visiting  a  recommended  place? 
West's  system  would  then  spew  out 
the  relexant  cases.  But  to  gi\'e  the 
same  instructions  to  Lexis,  a  law)'er 
must  t\'pe  in  the  following  Boolean 
sequence:   (travel  w/15  a^enl  or 

£[uide  or  brochure  or  literature) 

w/25  (injur!  or  accident  or  death) 
w/25  (tourist  or  traveler). 

West,  which  got  into  full  text  legal 
information  retrieval  in    1979,  six 

years  after  Lexis,  has  cut  Lexis'  mar- 
ket share  from  95%  in  the  early 
1980s  to  60%  today.  If  early  kinks  can 
be  worked  out  of  the  natural  language 
interface,  many  legal  data  experts  ex- 
pect that  West  could  soon  haxe  a 
larger  share  than  Mead.  Meanwhile, 
Knight-Ridder's  Dialog  senice  for 
general  news  retrieval  continues  to 
take  bites  out  of  Nexis'  market  share. 

The  trouble  at  Lexis  and  Nexis 
comes  at  a  terrible  time  for  Steven 
Mason,  who  was  named  chief  execu- 
tive of  parent  Mead  Corp.  in  May. 
Mead  has  just  finished  building  a 
S580  million  coated  paperboard  plant 
in  Alabama,  and  the  company's  debt 
now  stands  at  46%  of  capital,  well 
above  Mead's  normal  30%  to  40% 
lexcls.  Now  Lexis  and  Nexis  will  prob- 
ably not  be  spinning  ofi'as  much  cash 
as  before  to  help  pay  down  that  debt. 

Mason  has  begun  to  take  strong 
action  to  get  the  data  retrie\al  opera- 
tions back  on  track.  In  October  Da\  id 
Berger,  the  head  of  Lexis,  was  fired. 
Three  weeks  later  Mason  sacked  lack 
Simpson,  the  president  of  Mead  Data 
Central  since  1982.  But  it  is  probably 
too  late  to  repulse  West  Publishing's 
assault  on  Lexis.  Opines  Robert  Ber 
ring,  head  law  librarian  at  the  Univer- 
sit\'ofC^alifornia  at  Berkeley:  'if  I  was 
Mead,  I  would  be  worried."  ^ 
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A  Tail  Known  Throughout  The  Orient. 

1  li  On  Korean  Air,  the  dedication  to  comfort,  quality  and  convenience  goes  far  beyond  Seoul.  It 

extends  to  Singapore,  Jakarta,  Bangkok,  Manila,  Tokyo,  Hong  Kong,  and  Osaka.  Connect  with 
over  100  flights  a  week  from  Seoul.  When  business  brings  you  to  the  Orient,  fly  Korean  Air. 
You'll  return  w^ith  inspiring  stories  to  share.  For  flight  information,  call  1-800-438-5000. 


KSR£%NAIR 

Fly  the  Spirit  of  Dedication? 


Media  hoopla  to  the  contrary,  the  evidence 
suggests  that  banks  are  color-blind 
when  it  comes  to  mortgage  lending. 

The  hidden  clue 


By  Peter  Brimelow  and  Leslie  Spencer 


"Dhfinitive — changes  the  land- 
scape." — Office  of  the  Comptroller 
of  the  Currency. 

"Comports  uith  common  sense, 
no  more  studies  needed."  — Richard 
F.  Syron,  president,  Federal  Resene 
Bank  of  Boston. 

These  ecstatic  press  notices  greeteci 
the  Boston  Fed's  recent  study  claim- 
ing to  prove  racial  bias  in  mortgage 
lending — the  social  problem  of  the 
season,  with  coxerage  in  the  Wall 
Street  Joiirtial  [fwt  stories  in  eight 
weeks),  regulator)'  rimibles  from  the 
Federal  Reserxe,  legislatixe  leers  from 
Congress.  The  pressure  is  on  mort- 
gage lenders  to  change  credit  stan- 
dards for  minorities. 

But  the  study's  analysis  makes  an 
elementan,'  error  about  a  crucial  ques- 
tion: minority  default  rates.  Queried 
by  F()iii5HS,  Alicia  H.  Munnell,  Bos- 
ton Fed  senior  \'ice  president  and 
research  director,  conceded  that  the 
study's  handling  of  default  rates  was 
"definitely  not  an  adequate  look 
at  all." 

Minorit}'  mortgage  applicants  do 
tend  to  be  rejected  more  than  v\  hites. 
A  Federal  Reserxe  Board  survey  of  6. 6 
million  home  mortgage  applications 
in  1991  showed  that  37.6%  of  black 
applicants  and  26.6%  of  Hispanics 
were  denied  home  loans,  compared 
with  only  17.3%  of  whites.  This  find- 
ing held  across  all  income  lexels. 

But  was  the  difference  the  result  of 
racism.'  Or  of  an  objectixe,  color-blind 
application  of  sound  credit  standards? 
The  data  on  default  suggest  the  latter  is 
tRie.  Mortgage  lenders  consider  a 
jange  of  criteria  going  far  beyond  in- 
come, such  as  net  worth,  age,  educa- 
tion, probability  of  unemployment 
and  credit  histoiy.  Minorities  fre- 
quently fare  worse  by  such  measures. 
Perhaps  that's  because  society  gixes 
them  fewer  opportunities.  But  mort- 


gage lenders  would  still  be  objectixe, 
not  prejudiced,  in  rejecting  them. 

The  Boston  Feci  study  did  correct 
for  standard  credit  criteria,  based  on  a 
sample  of  Boston-area  mortgage  ap- 
plications. It  found  that  these  criteria 
did  explain  about  txxo-thirds  of  the 
difference  betxxeen  xxhite  and  black/ 
Hispanic  rejection  rates.  But  exen  af- 
ter this  correction,  minorities  seem  to 
be  rejected  at  a  rate  of  17%,  as  op- 
posed to  only  11%  for  xxhites.  This 
difference,  the  Boston  Fed  claimed, 
must  be  caused  by  racism. 

Oh,  yeahr  But  xxhat  about  those 
default  rates.' 

"We  xxere  axxare  that  people  say, 
'Oh,  this  may  be  rational  discrimina- 
tion, because  minorities  default 
more,'  "  the  Boston  Fed's  Munnell 
told  FoRBHS.  But  her  study  sample 
was  too  recent  to  check  default  rates 
directly.  Instead,  the  Boston  Fed 
compared  default  rates  across  census 
tracts.  "And  xxhat  xxe  found  xxas, 
there  xxas  no  relationship  betxvcen  the 
racial  composition  of  the  tract  and  the 
default  rate.  So  it  xxasn't  true  that 
tracts  xx'ith  large  minority  populations 
had  higher  default  rates." 

Think  about  this  carefully.  The 
Boston  Fed  authors  apparently  as- 
sumed that  equal  default  rates  meant 
all  minority  applications  are  an  equal 
credit  risk  compared  xxith  xxhites.  Hut 
they're  xxrong.  These  census  tract 
mortgages  had  already  passed 
through  the  loan  approxal  process — 


xvhich  had  presumably  rejected  a 
higher  proportion  of  minoritx'  appli- 
cants on  the  xxay.  So  the  fact  that 
xvhite  and  minorit)'  default  rates  fin- 
ished up  equal  meant  mortgage  lend- 
ers knexv  xxhat  they  xxere  doing. 

The  market,  in  short,  xxorked.  The 
mortgage  lenders  somehow  xveeded 
out  the  extra  credit  risks  among  mi- 
norities, doxxn  to  the  point  xvhere 
xvhite  and  minority  defaults  were  at  an 
equal,  apparently  acceptable,  rate. 

"[That]  is  a  sophisticated  point," 
says  Munnell,  questioned  by  Forbes. 
She  agrees  that  discrimination  against 
blacks  should  shoxx'  up  in  loxxer,  not 
equal,  default  rates — discrimination 
would  mean  that  good  black  appli- 
cants are  being  unfairly  rejected. 
"You  need  that  as  a  confirming  piece 
of  ex'idence.  And  we  don't  have  it." 

FORJ5HS:  Did  you  ex'er  ask  the  ques- 
tion that  if  defaults  appear  to  be  more 
or  less  the  same  among  blacks  and 
xxhites,  that  points  to  mortgage  lend- 
ers making  rational  decisions? 

Munnell:  No. 

Munnell  does  not  xvant  to  repudi- 
ate her  study.  She  tells  F()R1?HS,  on 
reflection,  that  the  census  data  are  not 
good  enough  and  could  be  "mas- 
saged" further:  "I  do  believe  that 
discrimination  occurs." 

FoRBHS:  You  haxe  no  evidence? 

Munnell:  I  do  not  have  evi- 
dence. .  .  .  No  one  has  evidence. 

But  if  there  is  racial  discrimination 
in  lending,  it  means  that  mortgage 
lenders  forgo  profitable  business  be- 
cause they  arc  prejudiced.  That's  un- 
likely on  the  face  of  it  and  becomes 
more  unlikely  xxhen  one  notices  that 
Asian-American  applicants  are  actual- 
ly turned  doxxn  less  often  ( 15%  in  the 
Fed  suiAey)  than  xxhites. 

Moreox'er,  logically,  it  could  be 
precisely  those  institutions  marketing 
most  vigorously  to  minorities  that 
generate  the  most  marginal  applica- 
tions— and  therefore  the  highest  re- 
jection rates. 

The  Boston  Fed  study  itself  noted 
that  denied  minority  applications  on 
axerage  had  "poorer objectixe  qualifi- 
cations," suggesting  "a  systematic 
bias  in  mortgage  lending  is  veiy  diffi- 
cult to  document.  .  .  ." 

Rut  in  today's  climate,  any  statisti- 
cal disparity  is  viexx'ed  as  discrimina 
tion — and  an  excuse  for  more  social 
engineering.  ■■ 
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INSTEAD 
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INTRODUCING    IT 
WE    DECIDED 


T  0 


LAUNCH 
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AND         THE         ONLY         INTERIOR 


Take  your  place  behind  the 

leather-wrapped  wheel.  Adjust 

the  six-way  power  seat.  Tweak 

that  power  lumbar  support. 

Now,  push  the  button  that 

memorizes  all  these  adjustments 

because  you're  going  to  want  to 

come  back  here  again  and  again. 


<i 


*Supplemenial  Restraint  System.  Always  wear  your  safely  bell    *  See  dealer  for  availability 
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THE         NEW        280-HORSEPOl 


Yes,  11  is  powerful.  Astonishingly  powerful.  But  rocket-sciepce  analogies  hardly  end  there 


The  new  Mark  VIII  is  the  most  technically  advanced  Lincoln  in  history. 


— •     THE  NEXT  STEP  IN  32-VALVE  TECHNOLOGY  MAKES  IT  GO  VERY  FAST,  VERY  FAST. 
Turn  the  key  and  revel  in  the  sound  of  Mark  VIlI's  exhaust.  Under  the  hood  sits  a  4.6-liter  example 


of  Lincoln's  engineering  might.  This  all-aluminum,  32-valve  Four-Cam  V-8  engine 


has  an  innovative  16-runner  intake  system  that  provides  crisp  response 


at  low  rpm  where  many  multi-valve  engines  stumble.  A  four-speed 


computer-controlled  automatic  transmission  and 


available  traction  assist  help  ensure 


maximum  use  of  Mark  VlII's 


considerable  power 


I 


Or         LINCOLN         MARK         VIII 


IT  LIKES  THE  ROAD  SO  MUCH 


IT  LOWERS  ITSELF  TO  IT. 


Something  remarkable  happens  as  you  reach  cruising  velocity. 


A  computerized  air  suspension  system  actually  lowers  the  car  closer  to  the  road. 


Helping  Mark  VIII  knife  cleanly  through  the  air  and  improving  stability  by  lowering 
the  cars  center  of  gravity  This  advanced  suspension  is  further  proof  of  Lincoln's  obsession 


with  delivering  a  satisfying  sense  of  control.  Other  examples:  spring  rates  that  compensate  as  road 
imperfections  worsen,  constant  load-leveling,  an  electronic  steering  system  that 
matches  power  assist  to  speed,  and  standard  four-sensor,  four-wheel  disc,  anti-lock  brakes. 
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AT        CAN         KEEP         UP        WITH         IT 


Scan  the  sweeping  instrument  reassuring  peace  of  mind  that  personahze  its  interior  by  adding 


panel  and  console,  a  fluid  comes  with  having  standard  driver 


such  prized  options  as  an 


/I   design  concept  inspired  by  the  and  front  passenger  air  bags*  eight-speaker  JBL  audio  system,  a 

liquid  lines  of  Mark  VIII  s  exterior.        ■  Mark  VIII's  standard  equipment        voice-activated  phone  and  Autoglide'* 


Analog  gauges,  controls  and 


list  includes  leather  trim  and  front  seats  that  allow  easy  rear-seat 


switches  wrap  around  you.  The  an  electronic  message  center. 


access.  ■  If  you've  ever  wondered 


feeling  is  one  of  complete  control.         And  though  Mark  VIII  is  lavishly 


how  advanced  an  automotive 


A  feeling  rivaled  only  by  the 


equipped,  you  can  further 


interior  can  be,  wonder  no  more. 


The  finest  luxury 
coupe  in  the  world? 

Our  most 
powerful  argument  is 

on  the  back  page. 


LINCOLN         MARK         VIII 


n 


DRIVE         EVERYTHING 

1 

ELSE         FIRST 

< 

i 

>  Evaluate  every  other  luxury  coupe  in  the  world.  Compare  each  to  Lincoln  Mark  VIII. 

There  is  no  more  powerful  argument  we  can  make. 


for  move  \\\\o\numon 
CALL    1    800  446-8888 


VEHICLE  TYPE 


TRANSMISSION 


Front-engine,  rear-wheel-drive, 
five-passenger,  two-door  luxury-  coupe 

ENGINE 


Four-speed  automatic  electronic  overdrive 


CHASSIS 


Type: 

Displacement: 

Horsepower  (SAE  net): 
Torque  (SAE  net): 
Fuel  Delivery: 

Air  Induction: 
MEASUREMENTS 


DOHC  32-valve  V-8  with  aluminum 
block  and  heads 


4.6  liters 

280  @  5500  rpm 

285  Ibs.-ft  @  4500  rpm 

Sequential  multi-port  electronic 
fuel  injection 

Tuned  aluminum  16-runner  manifold 
with  dual-stage  port  throtding 


Suspension:     Four-wheel  independent  micro- 
computer-controlled front  and  rear 
air  springs  with  automatic  load 
leveling  and  speed-activated  height 
adjustment;  twin-tube  gas- 
pressurized/hydraulic  shocks,  and 
front  and  rear  stabilizer  bars 

Steering:  Electronic  variable-assist  power  rack- 

and-pinion,  2.6  turns  lock-to-lock 

Brakes:  Four-sensor,  four-wheel  disc, 

anti-lock  system 

Tires:  P225/60R16/97V 


Wheelbase: 

Length: 

Width: 


LINCOLN-MERCURY  DIVISION 
Buckle  up — logelher  we  can  save  lives 


113.0  in. 
206.9  in. 

74.6  in. 


Track,  front /rear: 

61.6/60.2  in 

Curb  weight: 

3,752  lbs. 

Coefficient  of  drag: 

.33 

LINCOLN 


MARK 


VIII 


WHAT      A      LUXURY      CAR      SHOULD      BE 
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Currents  Of  Change. 


With  over  sixty  years'  experience 


supporting  commerce  across  six 


continents,  Bank  of  America  has  the 


perspective  to  understand  the  forces 


that  shape  economic  growth.  And  the 


strength  to  influence  them.  While 


others  are  simply  responding  to  change, 


we're  active  in  directing  its  course. 


And  helping  our  clients  make  the  most 


of  the  opportunities  it  creates. 
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The  Golden  Gate  Bridge, 
photographed  by  Morley  Baer. 
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Owens-Corning  Fiberglas  has  come  through  some 
rough  times,  but  for  those  in  the  company  who  think 
things  will  get  easier,  the  new  boss  has  a  message. 

"These  are  the 
good  old  days" 


By  Jerry  Flint 

To  SAVE  Toledo's  Owens-Corning 
Fiberglas  Corp.  from  an  unfriendly 
takeover  in  1986,  the  company  did  a 
leveraged  buyout  on  itself,  borrowing 
about  $2  billion  to  pay  shareholders  a 
dividend  of  $81  a  share.  To  reduce 
debt,  it  sold  off  businesses  and  gutted 
research  and  development,  which  had 
made  OCF  an  industry  leader. 

That  started  the  trouble.  Throw  in 
lots  of  bad  luck:  Business  slowed  in  its 
customer  industries,  like  boat  build- 
ing and  housing,  and  die  chief  execu- 
tive developed  cancer  and  retired  un- 
expectedly in  1991 .  Even  though  ocF 
was  only  a  minor  player  in  asbestos, 
nevertheless,  being  solvent,  it  was  a 


magnet  for  lawsuits. 

In  1991  sales  ran  at  about  $3  billion 
a  year,  some  20%  less  than  on  the  eve 
of  the  recapitalization.  Even  the  oper- 
ating profit  of  $237  million  vanished 
in  a  giant  writeoff. 

Desperate,  the  board  tapped  Glen 
Hiner  for  chairman  last  Januar)'.  He 
had  run  GP/s  $5  billion  (sales)  plastics 
division.  Hiner,  57,  ticks  off  problems 
he  faced:  "When  I  came  in  our  R&D 
was  on  the  short  term  as  the  number 
one  priorit)^  was  to  pay  down  the  debt. 
We  had  become  fairly  stagnant.  We 
had  $3  billion  in  sales  and  couldn't 
get  off  that  plateau." 

Not  a  promising  picture,  but  Hiner 


rolled  up  his  sleeves  and  began  apply- 
ing his  GK  knowhow  to  the  problems. 
Most  important,  he  began  shifting 
more  of  the  R&D  budget  into  product 
development  from  what  it  was  going 
into — cutting  processing  costs.  For 
example,  fiberglass  is  excellent  for 
most  roof  shingles.  To  expand  its 
already  strong  presence  in  the  roofing 
business,  OCF  has  developed  glass  fi- 
ber roof  tiles  that  look  like  terra-cotta 
clay  but  are  lighter  and  easier  to  put 
on,  meaning  they  can  be  sold  in  the 
replacement  market,  too,  for  roofs 
that  couldn't  take  hea\y  tiles  before. 
In  similar  fashion,  oCF  has  entered  the 
house  window  business  with  glass  fi- 
ber window  frames — the  frame  be- 
comes the  insulation — with  patio 
doors  and  skylights  to  go  with  them. 

"If  we  can't  get  that  [the  window 
frame]  to  a  $500-million-a-year  busi- 
ness, we  will  ha\e  failed,"  Hiner  says, 
pictured  here  with  the  Pink  Panther, 
\\'hich  the  company  uses  to  promote 
its  pink  glass  fiber. 

Another  potential  product  under 
test:  fiberglass  walls  and  panels  for 
refrigerators  and  water  heaters — 
again  the  insulating  material  becomes 
part  of  the  structure.  Glass  fiber  is 
more  expensi\'e  than  traditional  insu- 
lators, but  Hiner  wants  to  show  man- 
ufacturers they  can  justif\'  the  addi- 
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Owens-Corning's 
Glen  Hiner 
and  marketing 
friend 

"We  want  to  get 
products  out  in 
four  years 
instead  of  eight 
to  ten  years." 
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ional  cost  by  providing  more  usable 
pace  in  a  glass  fiber  refi^igerator. 

These  items  were  all  in  the  works 
)efore  he  came  on  board  last  year,  but 
iiner  demanded  results.  He  says: 
'The  secret  is  applying  time  to  re- 
.earch.  Why  does  it  take  ten  years  to 
nove  fi-om  R&d  to  product?  We  want 
:o  get  products  out  in  four  years 
nstead  of  eight  to  ten  years." 

Hiner  has  convinced  Wall  Street 
hat  he  knows  what  he  is  doing.  Kid- 
ler,  Peabody  &  Co.  enthusiastically 
:alks  about  $8  a  share  by  1996.  The 
ompany  is  expected  to  earn  close  to 
$2  a  share  in  1992  and  maybe  $3  diis 
year.  If  the  optimistic  forecasts  are 
correct,  OCF  is  a  cheap  stock  even 
though  it  currently  sells  at  more  than 
17  times  1992  earnings. 

Asbestos  liability  has  been  largely 
liminated  as  a  drag  on  future  earn- 
mgs.  Hiner  pushed  OCF  to  book  an 
$800  million  charge  in  1991  for  fix- 
ture possible  costs  from  asbestos 
claims.  That  charge,  plus  writedowns 
to  cover  post-retirement  employee 
medical  costs,  more  than  wiped  out 
operating  income  of  $237  million  in 


1991  and  created  a  net  aftertax  loss  of 
$742  million,  or  $18.13  a  share.  With 
that  behind  it,  ocF  will  soon  once 
again  be  in  good  financial  shape.  Debt 
is  down  to  $1.1  billion  from  $2.5 
billion  in  1986.  "We  can  manage  a 
debt  load  of  $900  million,  and  can  get 
there  over  two  years,"  says  Hiner. 

Meanwhile,  Hiner  pounds  away  at 
building  a  better  company. 

"One  of  my  jobs  is  to  convince 
people  that  the  good  old  days  aren't 
coming  back,"  he  says.  "Sure  there 
will  be  early  retirement  options,  and 
cost-cutting.  We  have  40  plants — 
why  does  every  plant  need  its  own 
payroll  department.''  We  don't  do  a 
very  good  job  of  leveraging  our  pur- 
chasing or  information  systems.  So 
there's  plenty  to  do. 

"This  is  a  diflferent  world,  and  it 
challenges  everything  we  do.  Can  we 
do  it  better?  Because  if  we  don't, 
someone  else  in  the  world  will  take  it 
away.  Restructuring  is  a  '^ay  of  life." 

Hiner  shies  from  the  image  of  a 
ruthless  cost-cutter.  "I'm  from  West 
Virginia.  Dad  worked  in  a  coal  mine 
all  his  life.   I  come  with  a  certain 


amount  of  humility.  I  didn't  come 
here  to  tear  down  the  company.  The 
role  of  dignity  and  respect  in  this 
company  would  be  special  to  me, 
from  day  one." 

He  takes  part  in  get-together-with- 
the-boss  programs,  tours  plants  with 
the  union  leaders,  attends  family 
nights  (at  baseball  games,  hockey,  the 
symphony)  with  employees. 

But  he  also  has  a  message  for  his 
associates  who  think  business  life  will 
never  again  be  relaxed  and  easy. 
'^'These  are  the  good  old  days,"  he 
says.  As  if  to  prove  his  point,  scarcely 
had  he  put  asbestos  fitigation  costs 
behind  him  than  another  bogeyman 
appeared.  With  profits  from  asbestos 
litigation  tailing  off,  the  lawyers  may 
try  to  build  a  case  that  glass  fibers  kill 
or  sicken  people.  Recently  Barron's 
ran  a  three-page  piece  implying  that 
glass  fiber  is  a  health  hazard,  although 
evidence  was  weak.  "The  Barron's 
piece  was  an  atrocity,"  says  Hiner 
bitterly.  Most  of  the  evidence  says  he 
is  right,  but  you  never  know  what 
juries  will  decide  in  personal  injury 
cases  against  big  corporations.        Hi 


Escape  to  places  that  most 
people  never  get  to  go. 
Come  down  and  see  us 
sometime. 

You  can  now  enjoy 
Special  Resort  Member 
privileges  for  one  or  two 
visits  at  Florida's  premier 
private  oceanfront  club, 


after  which  you  may  apply 
for  membership. 

Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000 
acres  of  natural  splendor 
and  spectacLilar  sport.  With 
unforgettable  dives  nearby 
at  the  nation's  only  living 


coral  reef.  Two  champion-         to  deep-sea.  Plus  a  choice 
ship  golf  courses  on  prem-         of  superb  accommodations, 
ises,  tennis  and  croquet,  restaurants  and  lounges, 

a  magnificent  175-slip         /  Contact  your  travel 

marina,  and  great  ^^^     professional  or  call 

fishing,  from  bonefish       X       1-800-741-REEF  today 

OCEAN^R^IEF^C^ 

Key  Largo,  Florida 
Very  Natural.  Very  Exclusive.  Very,  Very  Special. 
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Great  pieces  don't  always  make  a  masterpiece. 


Consider  the  landscape  of  your 
Dusiness.  Your  strategy  may  be 
nspired.  Your  technology  cutting 
3dge.  Your  people  top  notch. 

But  unless  all  these  elements 


share  a  common  perspective,  the 
result  will  almost  certainly  be  less 
than  beautiful. 

Andersen  Consulting  has  the 
experience  and  discipline  to  stand 


back  and  see  the  whole  picturi|nf 

By  taking  a  wider  view,  we 
help  synchronize  your  busines 
processes  with  your  business 
strategy  We  can  help  integrat 
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cM  3ur  technological  resources  with 


are  already  using  our  panoramic 
approach.  Because  they  realize 
what  artists  have  always  known. 

It  takes  more  than  great  pieces 
to  make  a  masterpiece. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 
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If  the  Eighties  was  the  decade  to  drape  the  body, 
the  Nineties  is  shaping  up  as  the  decade 
to  drape  the  home. 

sprucing  up 
tne  cocoon 

By  Amy  Feldman  and  Joshua  Levine 


Felissimo's  new  chic  store  just  off  New  York's  Fifth  Avenue 

An  emphasis  on  environmental  correctness  translates  into  $1,145  coat  racks  made 

from  recycled  metal  and  lamps  with  nontoxic  paint. 
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Every  week  or  so,  Pamela  Savage  of 
Short  Hills,  N.J.  treks  around  the 
corner  to  Bed  Bath  &  Beyond,  a 
home  furnishings  superstore  that 
stocks  ever^'thing  from  comforters  to 
cookware.  She  usually  ends  up  walk- 
ing out  with  more  than  she  thought 
she  needed — some  new  lamps,  say,  or 
wallpaper  trim.  Savage,  a  passionate 
shopper,  now  buys  seasonal  ward- 
robes for  her  beds  as  well  as  for  herself. 

If  the  Eighties  was  the  decade  to 
drape  the  body,  the  Nineties  is  shap- 
ing up  as  the  decade  to  drape  the 
home.  People  won't  stop  buying 
clothes,  of  course,  but  they've  got 
only  so  much  money,  meaning  a  new 
sofa  or  lamp  must  compete  with  a  new 
handbag  or  blouse. 

Right  now  the  betting  is  that  home 
ftirnishings  retailing,  for  long  taking  a 
backseat,  is  likely  to  outpace  the 
growth  in  the  apparel  market  for  years 
to  come.  Sales  of  all  home  goods  came 
to  $226  billion  for  the  first  three 
quarters  of  1992.  That's  up  7%  from 
the  same  period  in  1991 ,  almost  twice 
the  rate  of  growth  in  apparel  sales,  and 
gaining  ground  on  apparel's  $237 
billion  for  the  same  period.  "It  hasn't 
been  this  way  since  the  1950s,"  says 
Kurt  Barnard,  president  of  Barnard 
Retail  Consulting  Group. 

Chalk  up  most  of  this  to  demo- 
graphics. The  median  age  of  Ameri- 
cans today  is  34,  and  headed  for  37  by 
the  year  2000.  "As  people  get  older 
they  spend  more  time  at  home,  and 


cunti 


', 


k 


ree 


der 


fol  lore  money  on  it,"  says  Carl  Steidt- 
tht  lann,  a  retailing  economist  at  con- 
')  a    iltant  Management  Horizons. 

Home  furnishings  hopefuls  are 
ounting  on  fashion  and  taste  changes 
3  do  for  them  what  they  have  long 
one  for  apparel  makers.  "People 
sed  to  think,  let's  invest  in  a  chair  and 

will  last  5,000  years,"  says  Marian 
4cEvoy,  editor  in  chief  of  £//^  Decor, 
three -year- old  extension  of  the  fash- 
3n  magazine  Elle.  In  the  fijture,  she 
links,  compulsive  spenders  can  be 
oaxed  into  redecorating  continually. 

Hachette  Magazines,  Ellens  parent, 
ecentiy  bought  Metropolitan  Home, 
Iso  devoted  to  home  fiirnishings. 
It's  a  perfect  extension  of  the  fashion 
)usiness,"  says  David  Pecker,  Ha- 
hette  Magazines'  chief  executive. 

Many  traditional  fashion  designers 
gree.  Geoffrey  Beene  figures  if  you 
ove  his  elegant  dinner  dresses,  you're 
ping  to  love  his  new  side  table.  It  has 

silver-leaf  top  supported  by  four 
lack  lacquer  humanoid  legs  with 
loes  and  spats  for  feet.  Beene  will 
ilso  sell  you  his  cast-aluminum  chair 
ind  ivory- and- black- striped  settee, 
lalph  Lauren  was  among  the  first  to 
ipply  his  style  to  towels  and  table - 
:loths,  but  recendy  his  colleagues 
lave  been  piling  into  home  ftirnish- 
ngs.  Adrienne  Vittadini  now  sells 
rilly  wallpaper  and  fabric,  and  even 
laute  couturiers  like  Jean- Paul  Gaul- 
ier  are  peddling  chests  and  chairs. 

"I  want  to  dress  the  home  like  I 


LEFT: 

Bed  Bath  &  Beyond  founders 
Warren  Eisenberg  (left) 
and  Leonard  Feinstein 
50,000  square  feet  of 
linens,  towels  and 
assorted  knickknacks. 


RIGHT;. 

Asketcfifora  planned 
Geoffrey  Beene  side  table 
"it's  a  perfect  extension 
of  the  fashion  business." 


Adrienne 
Vittadini's 
new  wallpaper 
and  fabrics 
Fashion  design 
for  the  home  as 
well  as  the  body. 


dress  a  woman,"  says  Donatella  Gi- 
rombelli,  who  owns  Italy's  Genny 
Group  fashion  empire  and  plans  to 
move  into  home  fiirnishings. 

So  does  Victoria's  Secret,  the  spe- 
cialty retailer  for  frilly  undies.  Lately 
its  catalog  business  has  been  sluggish. 
Last  August  the  catalog  experimented 
with  home  furnishings  offerings — 
items  like  hand-quilted  bedspreads, 
quilt  racks  and  lamps. 

Until  recently  many  furniture 
showrooms  looked  like  storerooms. 
Jeffrey  Seaman,  a  member  of  the  fam- 
ily ^hat  founded  the  Seaman's  fiirni- 
ture  store  chain,  got  back  in  the  busi- 
ness when  he  founded  Rooms  to  Go 
in  199 1 .  Rooms  to  Go  is  one  of  a  new 
breed  of  home  fiirnishings  merchant 
that's  looking  to  borrow  some  glitter 
from  the  fashion  business.  Seaman 
sells  complete  room  ensembles  of  sev- 
en-to-nine coordinated  pieces.  His 
inspiration  comes  from  stores  like  the 
Gap  that  merchandise  coordinated 
outfitj.  The  Florida  chain's  19  stores 
now  have  sales  of  close  to  $100  mil- 
lion. Says  Seaman:  "You've  got  to 


make  fiirniture  shopping  fiin." 

Manhattan's  brand-new  Felissimo 
home  fiirnishings  store  in  a  converted 
town  house  off  Fifth  Avenue  fairly 
reeks  of  chic.  Felissimo's  gimmick  is 
environmental  correctness,  now  in 
vogue — like  lamps  made  of  non-rain- 
forest wood  and  nontoxic  paint,  for 
$150  to  $1,000;  or  items  designed  by 
Joseph  Tubman  from  recycled  bicycle 
chains.  The  top  floor  is  given  over  to  a 
tea  room  and  "artspace." 

Bed  Bath  &  Beyond  isn't  nearly  so 
artsy.  Its  new  50,000-square-foot 
flagship  store  in  Manhattan  is  filled 
with  $9.99  towels,  $17.99  irregular 
sheets,  $54.99  dinnerware  sets  and 
$19.99  magazine  racks.  Shoppers 
wheel  carts  around  Kmart-style. 

In  June  the  company  raised  $106 
million  in  an  initial  public  offering. 
The  stock  rose  from  17  to  a  recent 
high  of  SSVi.  The  chain's  38  stores  are 
projected  to  have  sales  of  over  $200 
million  in  1992. 

Department  stores  would  seem 
natural  beneficiaries  of  this  trend,  but 
here,  too,  they  seem  to  be  losing. 
They  have  20%  of  the  estimated  1992 
$4.7  billion  bedding  market  and  16% 
of  the  $2.5  billion  bath  products  mar- 
ket, down  from  27%  and  19%  in  1987, 
according  to  consultant  Kurt  Salmon 
Associates.  Their  problem  is  they  are 
squeezed  between  superstores  like 
Bed  Bath  &  Beyond  on  the  one  side 
and  upscale  marketers  like  Felissimo 
on  the  other.  HI 
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When  he  lost  his  job,  Robert  Joseph 
took  to  begging— in  his  own  way. 

My  limousine 
is  waiting 


By  EH'an  Machan 

When  people  say  we  are  suffering  a 
white-collar  recession,  Robert  Jo- 
seph, 41,  knows  what  it  means.  Only 
five  \ears  ago  Joseph  was  featured  in  a 
Forbes  article  entitled  "How  to  sur- 
vive in  advertising"  (July  13,  1987). 
Joseph's  impressive  credentials  in- 
cluded ad  campaigns  for  Texaco, 
Minolta  and  Tra\'elers  insurance.  He 
won  some  awards. 

He  still  didn't  sur\ive  the  current 
recession.  Several  months  ago  Joseph 
lost  his  S100,000-plus-a-year  job  af- 
ter the  New  York  office  of  cme/khbb 
Ad\ertising  got  its  third  new  creatixe 
head  in  five  years. 

It's  rough  out  there.  Statistics  show- 
that  while  90%  of  the  unemployed  in 
the  early  1980s  found  similar  w  ork,  in 
the  1990s  only  25%  have  been  so 
lucky.  In  advertising,  an  industr)'^  that 
continues  to  shrink,  it's  even 
bleaker. 

But  say  this  for  Joseph.  He 
doesn't  just  sit  around  and 
brood. 

First  he  tried  the  conven- 
tional things — calling  head- 
hunters,  making  contacts  and 
sending  out  his  resume.  No 
luck.  "Going  to  advertising 
firms  and  asking  for  freelance 
assignments  was  like  begging 
for  work,"  says  Joseph,  "so 
why  not  do  it  on  my  own 
terms.'" 

Joseph  went  out  on  Man 
hattan's  shabby  14th  Street 
and  set  up  a  desk  with  a  type- 
writer and  phone  beside  a  hot 
dog  vendor.  A  sign  on  the  desk 
read  "Bob  Joseph  Advertis- 
ing, Inc.,  Paris,  Milan,  Tokyo, 
Grand  Central  Station." 

As   people   passed    by,   he 


tried  to  sell  them  advertising.  To  a 
)'oung  man  with  rings  in  his  nose  and 
ears,  describing  himself  as  a  c\'ber- 
punk  rock  musician,  Joseph  said, 
"Ver\'  competitive,  the  a'berpunk 
market.  No  one  knows  your  name." 
He  suggested  the  hot  dog  vendor 
personalize  by  naming  his  cart: 
"George's  hot  dogs — much  easier  to 
say  than  McDonald's."  The  vendor 
took  a  pass  when  he  found  out  the 
price  tag  was  SI  million. 

.After  14th  Street  came  Chinatown 
and  Fifdi  A\enue.  Joseph  e\en  put  his 
desk  outside  the  New  York  headquar- 
ters of  Saatchi  &  Saatchi  Advertising. 
"Test  markets,"  says  Joseph.  "You've 
got  to  see  where  xour  product  will 
sell." 

He  took  a  sign  that  said  "Will  write 
T\'  commercials   for  food"   around 


Unemployed  copywriter  Rotaert  Joseph 

His  latest  campaign  is  a  protest  against  losing. 


Union  Square.  He  put  together  a 
production  crew  of  volunteers  who 
filmed  him  around  the  cit\' — even  in 
the  subway,  where  he  ga\'e  this  pitch: 
"...  I  got  fired  ft-om  my  job.  I  have  a 
brownstone  in  Brooklyn  and  an  apart- 
ment in  Manhattan.  M\'  son's  ninth- 
grade  class  is  planning  a  trip  to  Paris 
this  summer;  S 1 0,  S20  or  more  would 
reall\'  be  appreciated.  American  Ex- 
press, Visa  welcome.  If  not  for  me, 
think  of  m\'  son,  his  French  could 
realh'  be  better."  He  plans  to  send  tiie 
tape  to  ad  agencies. 

Has  this  man  lost  his  marbles?  Jo- 
seph answers  for  himself  "I'm  not 
making  fun  of  homeless  people,  or 
asking  people  to  feel  sorr>'  for  me.  But 
1  ha\e  done  advertising  my  whole  life. 
I  can't  stop  and  become  a  computer 
programmer.  If  am  thing,  the  cam- 
paign is  a  protest  statement.  Against 
w  hat.'  Against  losing." 

Effective?  So  far,  Joseph  hasn't 
been  offered  the  right  job.  But  what 
he's  doing  is  clearly  better  than  soak- 
ing his  sorrows  in  booze  or  in  self- 
pit)'.  He  also  thinks  the  ston'  of  an 
unemploxed  ad  executi\'e  and  what  he 
goes  through  e\entually  could  be- 
come a  T\'  series. 

"It's  an  incredibly  competitive 
market  for  jobs,"  he  says,  "and  you 
have  to  take  a  risk.  Great  adxertising  is 
a  risky  business."  Joseph  recalls  that 
initial  reaction  to  his  idea  for  a  Texaco 
ad  campaign  was  that  it  was  too  far 
out.  The  ad  showed  a  man, 
I  w  ho  didn't  ow  n  a  car,  crossing- 
I  the  desert  with  a  gas  can.  But 
I  those  ads  became  the  most 
^  succcssfijl  campaign  for  any 
new  gasoline  launch. 

A  little  self-deprecating  hu- 
mor helps  in  a  situation  like 
this.  "Otherwise  you  perish," 
says  Joseph,  adding,  "I'm  sor- 
v\\  I've  got  to  go.  My  limou- 
sine is  waiting." 

We've  a  feeling  that  one  w  ay 
or  another  this  man  will  end 
up  on  his  feet,  if  not  in  ad\er- 
tising,  in  something.  Not  be- 
cause we  recommend  such  bi 
zarre  beha\ior  to e\er\'one  but 
because  Joseph  displays  ener 
g\',  initiative,  imagination.  In 
stead  of  just  sitting  there  wait 
ing  for  luck  to  come  his  way, 
he's  out  there  tn'ing  to  grnb 
luck  bv  the  tail.  IB 
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The  truth  is,  Louisiana  has  two  super 
domes  —  one  home  to  major  sporting 
events  and  the  other  home  to  the  first 
major  Frasch  sulphur  discovery  in  North 
America  in  25  years. 

Freeport-McMoRan's  super  dome, 
located  in  the  Gulf  of  Mexico,  boasts  the 
largest  existing  Frasch  sulphur  deposit  in 
North  America,  with  enough  sulphur 
reserves  to  last  30  years  or  more.  Even  as 
we  dramatically  increase  production. 

This  super  dome  enhances  our  posi- 
tion as  the  largest  integrated  and  one  of 
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the  lowest  cost  producers  of  phosphate 
fertilizers  in  the  world,  a  commodity  with 
proven  global  demand. 


Through  our  exploration  successes 
and  timely  increases  in  production 
capacity,  we  are  providing  substantial 
rewards  for  our  shareholders. 

We  invite  you  to  learn  more  about 
Freeport-McMoRan  and  how  we  are 
managing  our  success. 


Freeport- 
McMoRan 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  DepL  F-2,  P.O.  Box  61 1 19,  New  Orleans,  LA  70161. 


Don't  bet  your  bottom  dollar,  but  as  an  intriguing 
long  shot,  Brazil's  telecommunications  company, 
Telebras,  is  well  worth  a  look. 

Contrarian 
Investing  101 


By  Phyllis  Berman 

Chile  led  the  way  in  1987.  Mexico 
followed  three  years  later.  Then  Ar- 
gentina jumped  in  and  Venezuela  fol- 
lowed. Now  Uruguay,  Peru,  Panama, 
Ecuador  and  Colombia  are  getting 
ready  to  privatize  their  telephone 
companies. 

Investors  are  drooling  at  the  pros- 
pect of  more  privatizations.  Past  ones 
created  huge  profits  for  the  early 
birds.  The  American  Depositary  Re- 
ceipts (adrs)  of  Compailia  de  Tele- 
fonos  de  Chile  issued  at  $15  in  1990 
now  trade  at  $57.  adrs  of  Telefonos 
de  Mexico  shot  from  $27.25  in  1991 
to  $56.  ADRS  in  Argentina's  company, 
Telefonica  de  Argentina,  are  up  72% 
since  December  1991. 

Investors  aren't  the  only  ones 
drooling.  Hordes  of  Wall  Street 
bankers  are  on  the  prowl  for  more  such 
deals  because  of  tlic  fees  and  commis- 
sions involved.  Salomon  Brothers,  for 
example,  got  6%  of  the  equity  raised  for 
Telefonos  de  Chile.  Such  fees  are  only 
the  beginning.  Once  private,  die  tele- 
communications companies  require 
billions  in  ft^esh  capital  to  expand  and 
modernize;  yet  more  gravy  for  die 
money  raisers. 

All  of  which  makes  the  situation  of 
Brazil's  telecommunications  compa- 
ny, Telebras  S.A.,  the  more  finistrat- 
ing.  With  52%  of  its  shares  owned  by 
the  government,  Telebras  is — to  put 
it  mildly — a  mess.  Brazil's  govern- 
ment, presiding  over  the  world's  fifth- 
largest  nation,  is  an  even  worse  mess. 
In  October  President  Fernando  Col- 
lor  de  Mello  was  forced  out  of  office 
on  charges  of  corruption  and  now 
faces  impeachment.  Interim  Presi- 
dent Itamar  Franco,  bucking  i  world 
trend  away  from  state  socialism,  is  a 
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statist.  While  Collor  was  committed 
to  privatizing  most  government- 
owned  companies.  Franco  is  still 
vague,  reportedly  threatening  to  halt 
the  privatization.  That  means  these 
inefficiently  handled  assets  will  con- 
tinue to  be  run  for  political  ends 
rather  than  with  an  eye  to  efficiency 
and  service. 

In  any  case,  before  the  telephone 
company  could  be  privatized,  Brazil's 
constitution  would  have  to  be 
amended.  The  constitution  states  that 
the  majority  ownership  of  strategic 
companies  in  the  oil,  telecommunica- 
tions and  mining  sectors  must  remain 
in  the  hands  of  the  government. 

Yet  statism  has  brought  Brazil  little 
but    economic    grief.    Brazil    alone 


Beach  phone  in  Rio  de  Janeiro 

Nine  million  lines,  153  million  people. 
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Of: 
among    Latin    American    countries|*sy 
hasn't  succeeded  in  reducing  its  exter 
nal  debt,  now  standing  at  around 
$117  billion.  The  country's  per  capita  dopr 
income  has  grown  little  since  1970 
inflation  is  running  at  26%  per  month 
government  corruption  is  rampant. 

Telebras  shows  the  dire  signs  oitf 
political    management.    Since    tele-  Mii 
phone  rates  are  part  of  the  market  le 
basket    that    determines    consumer  tin 
prices  and  thus  inflation  rates,  tht  bp 
government  holds  the  rates  artificially  itn 
low  in  order  to  make  inflation  nuni 
bers  look  better  than  they  really  are 
With  earnings  growth  thus  limitec 
and  with  Brazil's  credit  lousy,  Tele 
bras  cannot  easily  raise  money.  As  ; 
result,  it  lacks  capital  for  moderniza 
tion.  Lacking  capital,  Telebras  makei 
new  customers  pay  up  front  the  capi 
tal  cost  of  new  senice.  In  a  couhtn 
with  a  per  capita  c;np  of  $2,710,  tin 
hookup  charge  varies  from  proviiict 
to  province  and  is  about  $2,000. 

As  a  populist  measure,  rates  arc  se 
so  international  and  domestic  loiij 
distance  rates  subsidize  local  rates 
international  calls  placed  in  Brazil  cos 
30%  to  40%  more  than  if  placed  else 
where  in  the  world.  Yet  the  base  locj 
rate  is  only  around  $1 .50  per  month 
and  that  includes  22  minutes  of  usage 

As  a  result,  Brazil's  economic  de 
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elopment  is  seriously  held  back.  As 
'art  of  a  deal  with  the  International 
Monetary  Fund,  the  Collor  govern- 
nent  agreed  Telebras  would  get  a  real 
ol  ate  increase  of  30%  in  1992.  But  the 
"ranco  government  reneged,  holding 
he  rate  increases  to  less 
han  the  rate  of  inflation.  So 
heap  phone  service  gets 
ven  cheaper,  and  Telebras 
s  prevented  from  expand- 
ng  and  modernizing. 

Privatization    of   phone 

ervice  has  produced  tangi- 

\s  3|)le  results  in  Mexico.  In  the 

ate  1980s,  prior  to  privati- 

uteikation,  Mexico  had  5.5  mil- 

ion  telephone Jines  for  its 

^3    million    inhabitants — 

th().6  lines  for  every  100  peo- 

,  Me.  Since  privatization,  the 

umber  of  lines  per   100 

1  habitants  has  increased  to 

.  By  the  end  of  the  decade 

vilexico  is  expected  to  have 

JL7  lines  per  lOO^people. 

In  Brazil  today  die  popu- 

tion  is  1 5  3  million  and  the 

umber  of  telephone  lines 

uder  10  million — 6  for  ev- 

\'  100  people.  If  the  pent- 


up  demand  for  telephones  in  Brazil  is 
anything  like  it  is  in  Mexico,  the 
potential  growth  of  Telebras  is  obvi- 
ous. Just  bringing  the  proportion  to 
the  current  Mexican  level  would 
mean  1.5  million  new  lines,  a  15% 
increase.  Bringing  it  to  the  potential 
Mexican  level  would  mean  17  million 
new  lines,  a  190%  increase. 

Weighing  the  bright  prospects  ver- 
sus the  dismal  political  reality  of  Bra- 
zil, a  few  contrarian  investors  find 
Telebras  attractive.  Rowe  Michels  of 
D.A.  Campbell,  an  institutional  bro- 
kerage firm  specializing  in  Latin 
American  investments,  says:  "It's  a 
speculative  stock,  but  the  upside 
could  be  significant." 

Gerard  Finneran  of  Trust  Co.  of  the 
West  puts  it  more  strongly:  "The 
downside  risk  is  minimal  and  the  up- 
side is  enormous.  Telebras  is  where 
Telmex  was  in  1988 — long  before 
Telmex's  ADRs  were  issued.  That's 
when  the  real  money  was  made." 

Finneran,  formerly  with  Drexel 
Burnham,  recalls  a  visit  he  made  to 
Mexico  with  Michael  Milken  in  1987. 
Soon  after  Milken  began  buying  Tel- 
mex original  shares  at  18  cents  per 
share.  Those  shares  now  trade  for 
$6.87.  "Yet  you  had  a  universal  opin- 
ion that  it  was  the  wrong  thing  to 
do,"  says  Finneran. 

Telebras  ADRs,  at  a  recent  price  of 
$12,  are  cheap.  In  October  the  com- 


A  middle-class  luxury 
installation  fee:  $2,000. 


pany  issued  a  so-called  Level  One  ADR 
Facility.  This  did  not  constitute  a  new 
issue  but  was  a  mechanism  allowing 
foreign  investors  to  trade  shares  with- 
out currency  conversions.  Whereas 
Telmex  currently  has  a  market  capital- 
ization of  $29  billion,  Telebras'  capi- 
talization is  $3  billion,  though  it 
serves  nearly  twice  as  many  people  as 
Telmex.  Telefonos  de  Chile  has  a 
market  cap  of  about  the  same  as  Tele- 
bras, but  Chile's  population  is  only  13 
million;  Argentina's  two  companies, 
Telefonica  and  Telecom,  with  com- 
bined market  caps  of  $6  billion,  serve 
32  million  people. 

With  ADRs  at  $12,  Telebras  inves- 
tors are  paying  about  $327  per  in- 
stalled line.  At  current  prices  Telmex 
investors  are  paying  over  $4,700  per 
line,  investors  in  Argentina's  compa- 
nies around  $1,500  per  line. 

Earnings?  With  projected  earnings 
of  around  $600  million  in  1992,  or 
$2.18  a  share,  Telebras'  price/earn- 
ings multiple  is  5,  versus  14  for  Tele- 
fonos de  Chile  and  12  for  Telmex. 

Brazil  probably  cannot  resist  the 
tide  of  history.  Even  in  Latin  America, 
anti-free-market  sentiments  are  fad- 
ing, and  country  after  country  is  mov- 
ing away  from  socialism.  A  complete 
privatization  of  Telebras  may  be  years 
away,  but  the  process  seems  to  be 
inevitable.  In  April  the  country  will 
vote  on  a  new  form  of  government. 
The  betting  is  that  this 
will  lead  eventually  to  a  free 
market  economy.  For  the 
telephone  company,  that 
would  mean  a  rationalizing 
of  rates — perhaps  raising 
local  rates  to  as  much  as  $  1 5 
per  month,  a  level  that  is 
unlikely  to  cut  demand.  At 
the  same  time  there  will  be  a 
lowering  of  long  distance 
rates.  With  better  earnings, 
Telebras  could  eliminate 
the  $2,000  installation  fee, 
and  then  demand  would 
surge. 

Expect  volatility  in  the 
meantime.  Telebras  adrs 
opened  trading  at  $16  in 
October,  fell  to  $10  in  mid- 
November  and  were  re- 
cently back  up  to  $12.  For 
investors  with  a  strong 
stomach,  it  might  be  worth 
the  risk.  WM 
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How  long  does  a  car  stay  new?  For  the  creators  of  the  Infiniti  J30™  it  isn't 
simply  a  question  of  time,  but  rather  a  matter  of  style,  engineering,  and  dare  we 

say,  emotion.  { It's  definitely  not  a  car  that 
years  from  now  you'll  say,  "What  was 

1   LniriKiri2.         /  The  J30  echoes  the  good  design  thinking  of  the  past. 
At  the  same  time,  it  gives  us  a  glimpse  of  what  will  be.  In  terms  of  luxury, 
performance,  even  responsibility.  Qualities  which  keep  the  great  cars  on  the 
road.  And  in  our  hearts. 
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O  /992  hifinill  Division  of  Nissan  Motor  Corporation  in  U.S.A. 
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We  are  proud  to  sponsor  the  Infiniti  Tournament  of  Champions  Golf  Tournament. 
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Conscience,  social  ties  and  self-interest  have  proven 
to  be  better  guardians  of  people's  behavior  than 
policemen  and  governments  can  ever  be. 

Of  right 
and  Tn^ong 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Who  WATCHES  the  watchdogs? 

That  is  the  big  question  raised  by 
the  recent  $400  million  out-of-court 
setdement  by  the  accounting  firm  of 
Ernst  &  Young,  which  federal  agen- 
cies claimed  had  not  done  a  good  job 
of  auditing  some  of  the  shaky  financial 
institutions  whose  collapse  is  costing 
the  taxpayers  billions. 

Because  this  was  an  out-of-court 
settlement,  the  validity'  of  the  charges 
remains  unsubstantiated.  Clearly, 
however,  either  the  auditors  or  the 
federal  agencies  which  audited  the 
auditors  were  wrong.  In  short,  layers 
upon  layers  of  watchdogs  do  not 
guarantee  effective  monitoring. 

The  implications  reach  far  beyond 
accounting,  and  in  fact  far  beyond  the 
kind  of  society  we  live  in.  One  of  the  big 
differences  between  societies  is  in  how 
diey  meet  tlie  need  for  monitoring. 

Often  the  most  effective  monitor- 
ing is  self-monitoring.  That  is  a  major 
part  of  the  case  for  private  property, 
for  example.  Both  owner-operators  of 
businesses  and  private  homeowners 
topically  v\'ork  longer  and  harder  on 
their  private  property  than  is  required 
by  any  external  authorities. 

In  the  criminal  law,  police  are  only  a 


kind  of  back-up  system  for  those  who 
are  not  effectively  monitored  by  their 
own  consciences.  If  the  whole  notion 
of  right  and  wrong  erodes  away,  as 
a\'ant- garde  educators  seem  to  wish, 
the  police  cannot  possibly  do  the 
whole  job  of  keeping  order.  Indeed, 
the  police  themsehes  would  haxe  no 
reason  to  resist  being  corrupt. 

The  self- monitoring  of  conscience 
means  that  even  people  whose 
wrongdoing  has  been  successfially 
concealed  from  ever)'one  else  have 
been  known  to  return  mone)-  they 
owed,  to  confess  to  unsolved  crimes, 
and  in  some  cases  even  to  mete  out  a 
death  penalts'  by  committing  suicide 
for  their  secret  misdeeds. 

Self- monitoring  is  reinforced  by 
mutual  monitoring  among  people 
with  emodonal  des  to  one  another. 
Where  the  whole  family  bears  the 
stigma  of  the  individual  member's 
vice,  as  among  the  Japanese,  the  pres- 
sures can  be  enormous  to  axoid  any- 
thing that  would  bring  disgrace  upon 
your  own  flesh  and  blood. 

Similar  pressures  operate  in  close- 
knit  communities.  Chinese  business- 
men in  various  Southeast  Asian  coun- 
tries often  make  deals  with  one  anoth- 
er by  verbal  agreement,  because 
default  would  mean  social  ruin  and 
family  disgrace.  Hasidic  Jews  in  New 
York  are  able  to  give  one  another 
gems  to  sell  on  consignment,  without 
the  need  for  legal  papers,  because 
their  strong  social  and  moral  ties  are 
more  effective  than  legal  processes 
would  be. 

The  degree  to  which  such  social 
pressures  are  effective  \aries  from  one 
group  to  another  and  from  one  soci- 
ety to  another.  More  honest  societies 
can  extend  more  credit,  collect  taxes 
more   efficiently,  create   more   joint 


ventures,  use  fewer  resources  for  secu- 1 
rit)%  and  enjo)'  higher  standards  of] 
living  as  a  result. 

Such  invisible,  emotional  and  unti-j 
dy  methods  of  constraining  indixidualj 
behavior  and  sustaining  human  soci- 
eties have  little  appeal  to  intellectuals,! 
who  assume  a  priori  that  formal  insti-J 
tutions  are  more  effective. 

All  the  negative  features  of  informal] 
controls — shame,    fear,    guilt,    stig-l 
ma — seem  like  arbitrary'  impositions j 
to  those  with  a  rationalistic  vision  of 
man.  Collective  honor  or  shame  of- 
fends their  sense  of  individual  justice. 

Nothing  is  easier  than  to  come  upj 
widi  stories — whetiier  in  literature  or' 
in  real  life — of  someone  unjusth'  stig- 
matized  because   of  the   family  or 
group  he  belonged  to.  There  is  no 
way  to  dramatize  equally  the  people 
who  were  not  robbed,  not  beaten,  or 
not  killed,  because  of  the  restraining! 
effects  of  the  same  social  controls. 

Because  there  are  inevitable  dilem- 
mas in  applying  notions  of  right  and  | 
wrong,  increasing  numbers  of  super- 
ficially clever  people  are  for  getting  rid  I 
of  both  the  concepts  and  the  dilem- 
mas  they   cause.   A  whole   process 
called  "values  clarification"  pervades 
the  American  public  schools  to  do  just 
that,  to  eradicate  such  ideas  from  the  f 
minds  of  children. 

All  this  assumes  that  monitoring  is  I 
either  unnecessary',  or  that  it  can  bel 
carried  out  effectively  by  formal  orga- 1 
nizations.  But  adding  layers  and  la\'ersl 
of  monitors,  as  is  necessan'  in  com--| 
munist  societies,  for  example,  is  not 
only  costly  but  often  less  effectivel 
than  the  self- monitoring  of  peoplel 
with  a  \'ested  interest  in  their  own| 
private  property,'. 

Even  in  the  da)'s  of  Stalinist  terror,! 
more  and  better  t]ualit)'  produce  camej 
out  of  a  given  amount  of  land  ir 
private  plots  than  the  same  amount  of| 
land  on  collective  farms.  Self-mcini- 
toring  by  people  with  a  vested  interest 
in  their  own  well-being  was  morel 
cftbctive  than  the  whole  apparatus  oi'J^ 
totalitarian  police  state. 

Much  of  the  social  history  of  thcj 
20th  century,  and  especially  of  thtj 
last  30  years  in  the  United  States,  has 
been  a  histon'  of  eroding  and  de 
stroying  informal  systems  of  moni 
toring  that  worked,  replacing  their] 
with  more  rationalistic  systems  thaj 
sounded  nood. 
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WE  OFFER  A  WORLD  OF  CHOICES 


THE  ATLANTIC  AND  PACIFIC  TO  ASIA. 


iUj^PHAPS  YOU'LL  i^WITi^  FQSJOTHER  REASON. 
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Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
en  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyo 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SinCAPORE  AIRLinES 
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EDITED  BY  STEVE  KICHEN 


Every  year  we  put  to  a  panel  of  stock  pickers  this  question: 
Which  stock  would  you  buy  (or  sell  short)  if  you  could  buy  only  one? 
Our  bulls  beat  the  market  in  1992.  On  to  1993. 


If  you 
could  love 
only  one 


^^v 


( 


"t 


\ 
^ 


By  Steven  Ramos 

Last  year  in  this  issue,  as  we  have 
done  for  many  years,  Forbes  asked  a 
group  of  stock  analysts  to  pick  just 
one  favorite  stock  each  for  1992.  Our 
seventeen  1992  pickers  did  well. 
From  mid-December  1991  to  mid- 
December  1992,  the  12  bullish  con- 
testants' picks  rose  45%  on  average. 
This  soundly  beat  the  Dow  indus- 
trials, the  s&P  500  and  the  Wilshire 


index,  all  of  which  gained  about  14%. 

As  a  kind  of  insurance  policy  last 
year  we  also  asked  five  bears  to  name 
their  pick-just-one  favorite  short  sale. 
It  just  wasn't  a  good  year  for  shorts. 
The  a\'erage  of  the  fi\e  shorts  was  up 
8%.  The  short  list  was  at  least  success- 
ful in  underperforming  the  market. 

As  is  our  custom,  we  invited  the 
most  successful  players  back  for  an- 


Smart  picks  for  the  new  year? 

Name/affiliation 

Stock 

Price 

Stocks  to  buy 

^ 

m? 

Alison  Bisno/Stephens 

Taco  Cabana 

Alan  Bond/Bond,  Procope  Capital  Management 

Home  Depot 

64% 

Van  Brady/Presidio  Management 

Cheyenne  Software 

29% 

Alfred  Frank/Prudent  Speculator 

Sea  Containers  Ltd 

15^/i 

Carlene  Murphy/Strong  Common  Stock  Fund 

Littelfuse 

153/4 

Nicholas  Reitenbach/Pinnacle  Associates 

Sandoz 

44% 

W/2 

Theodore  Rosenberg/Burney 

Boeing 

Byron  Sanders/Kashner  Davidson  Securities 

Ophthalmic  Imaging  Systems 

6% 

Lesa  Sroufe/Ragen  MacKenzie 

Cray  Research 

22% 

Thomas  Tashjian/Firsf  Manhattan 

Merry-Go-Round  Enterprises 

16% 

Robert  Thomas/Boston  Security  Counsellors 

Alcatel  Alsthom  ADS 

24% 

Elizabeth  Tran/Prudential  Asia  Fund  Management 

Hutchison  Whampoa 

1% 

Stocks  to  short 

Stephen  Carlson/Aspen  Capital  Group 

AIco  International  Group 

y/2 

Robert  Doviak  ll/Doviak  Partners 

Wisconsin  Pharmacal 

16% 

David  Hines/Hines  Management 

McAfee  Associates 

17% 

Robert  Holmes/Gilford  Securities 

McDonnell  Douglas 

45y8 

Jonathan  Merriman/Merriman  Capital/Dabney  Resnick  Asset  Mgmt  Eagle  Hardware  &  Garden 

2bV2 

Closing  prices  as  of  Dec.  11,  1992. 

We  asked  12  Wall  Streeters  which  stock  they'd  buy  if  they  could  buy  only  one.  Their 
answers  appear  above.  Five  more  were  asked  for  overvalued  stocks  to  short. 


74 


other  tr\%  dropping  the  poor  perform 
ers  and  replacing  them  with  fresl 
faces.  Our  new  list  of  picks,  in  th( 
table  below,  has  nine  U.S.  stocks  am 
three  foreign  ones  to  buy,  and  fi\i 
stocks  to  short. 

The  returning  champ  is  Byroi 
Sanders  of  Sarasota,  Fla.-basci 
Kashner  Davidson  Securities.  San 
dcrs'  1992  pick,  LaserSight,  whici 
makes  lasers  used  in  eye  surgen*',  near 
ly  quadrupled.  Sanders  isn't  strayini 
far  with  his  1993  selection.  Ophthal 
mic  Imaging  Systems  makes  Glauco 
ma-Scope,  a  device  to  detect  the  onsc 
of  glaucoma  at  an  early  stage. 

Presidio  Management's  Van  Bra.f 
is  beginning  to  look  like  an  undisc<)\ 
ered  Peter  Lvnch.  He  finished  rtrst  ii 
the  1989  and  1991  horse  races.  Tlv 
stock  he  picked  a  year  ago,  hmc;,  bene 
than  tripled.  Someone  who  bough 
his  last  four  recommendations  in  sue 
cession  would  have  multiplied  hii 
nionc)'  twenty-fourfold.  ' 

Brady's  favorite  for  1993  is  anotlu 
computer-related    outfit,    ('heyc'nn<' 
Software,  which  makes  software  fol 
backing  up  and  restoring  files  on 
personal  computer  network.  "The 
are  positioned  xen'  well  for  the  majo 
trends  in  information  processing  tha 
we  see  de\eloping  for  the  rest  ot  th 
decade,"  he  says. 

Alan  Bond,  chief  in\'estment  otYw\ 
of  Bond,  Procope  (Capital  Manam 
ment  of  New  York,  got  a  double  fioi 
CMi.  Group,  an  exercise  eciuipnun 
manufacturer.  Bond's  new  choice  1 
Home   Depot — a  stock  one  of  l.u 
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ear's  less  successful  participants  rec- 
mmended  as  a  short  play.  Bond  says 
lome  Depot  still  has  plenty  of  room 
)  grow,  since  this  low-cost  retailer 
as  but  a  6.5%  share  of  the  fragment- 
d  home  improvement  market. 
Now  for  some  new  blood.  Theo- 
ore  Rosenberg,  a  portfolio  manager 
t  Burney  Co.  in  suburban  Washing- 
Dn,  D.C.,  is  high  on  Boeing.  Why, 
/ith  the  defense  budget  shrinking 
nd  the  airlines  busy  canceling  air- 
lane  orders.^  "Boeing  is  selling  as  if  it 
'ere  a  cyclical  when,  in  fact,  it  is  a 
rowth  company,"  says  Rosenberg.  It 
;,  after  all,  among  America's  leading 
xporters. 
Alison  Bisno,  director  of  research  at 
tephens  Inc.,  in  Little  Rock,  Ai*k.,  is 
hoosing  Taco  Cabana,  a  Texas- 
l»ased  chain  of  57  Mexican  restau- 
orm.  ants.  Bisno  likes  this  firm's  freshly 
fresl  irepared  food,  sit-down  dining  and 
1  tti(  easonable  prices.  "The  Mexican  seg- 
^m(  nent  is  the  fastest  growing,  and  it  has 
||jv(eally  become  a  staple  in  the  U.S. 

lining  scene,"  says  Bisno. 
Ivrof  Lesa  Sroufe,  director  of  research  at 
ijsH  lagen  MacKenzie,  a  Seattle-based 
§jQ  )rokerage,  recommends  supercom- 
,liic[  ruter  company  Cray  Research.  This 
iifjf,  ormer  star  is  trading  near  a 
ivinf  ive-year  low.  Sroufe  thinks  ^^^^~ 
itlul  ost-cutting  and  new 
mj;o.  jroducts  will  prove  to  be 
,,i,5Ci  Dray's  salvation. 

First  Manhattan's 

homas     Tashjian      likes 
lerr^'- Go- Round    Enter- 
■.  rises.  This  company  has 
y|,£ibout  1,000  apparel  stores 
,j^^tteihat  cater  to  fashion-con- 
,^i„liicious  youngsters  (mostly 
,Jy^}0  and  under).  "As  shop- 
,  iijiJers  become  more  confi- 
dent about  the  economy, 
,,.|^f  hey  drift  away  from  basic 
cplenishment^of  clothing 
^,  ()  a  more  whii^qsical  style," 
,„,  ;lrashjian  says. 

From  Carlene  Murphy, 
I  manager  of  the  Strong 
ommon  Stock  Fund,  we 
:t  Littelfuse.  "Not  many 
cople  have  heard  of  it," 
le  says,  "but  it  is  the  lead- 
ig  worldwide  supplier  of 
ises  for  automobiles  and 
icctronic  equipment." 
ittelflise  (sales,  $155  mil- 
>n'i    was    distributed    to 


bondholders  in  the  bankruptcy  reor- 
ganization of  Tracor.  At  a  recent 
I6V2,  it  trades  at  27  times  projected 
1993  earnings. 

Our  returning  guru  on  foreign 
stocks  is  Nicholas  Reitenbach,  direc- 
tor of  international  investment  at  Pin- 
nacle Associates.  His  Hong  Kong  & 
China  Gas  from  last  year  rose  55%. 
Reitenbach's  new  favorite  is  Switzer- 
land-based Sandoz,  the  drug  and 
chemical  company.  Reitenbach  likes 
its  expanding  net  profit  margin.  The 
American  Depositary'  Receipts  trade 
over-the-counter. 

Hutchison  Whampoa,  a  Hong 
Kong-based  container  terminal,  im- 
port and  export,  and  real  estate  com- 
pany, is  the  pick  of  Elizabeth  Tran  of 
Prudential  Asia  Fund  Management  in 
Hong  Kong.  The  stock  has  been 
asleep  as  the  Hang  Seng  has  shot  up 
87%  over  the  last  three  years.  Wham- 
poa is  a  bargain,  Tran  says,  now  that 
it's  moving  past  its  biggest  problems, 
yet  is  trading  at  nine  times  estimated 
1993  earnings. 

And  now  for  the  bears.  Two  of  our 
contestants  from  last  year  are  back. 
Robert  Doviak  II  of  Doviak  Partners 
in  Dallas  scored  a  bull's-eye  with  Col- 


The  winners  won  big 

Name/affiliation 

Stock 

%  change 

Strong  bulls 

Byron  Sanders/Kastmer  Davidson  Securities 

LaserSight 

274% 

Van  Brady/Presidio  IVIanagement 

EMC 

227 

Alan  Bond/Bond,  Procope  Capital  i\/lanagement 

CML  Group 

113 

Nicholas  Reitenbach/Pinnacle  Associates 

Hong  Kong  &  China  Gas 

55 

Carlene  Murphy/Strong  Common  Stock  Fund 

First  Brands 

20 

John  Tauer  Jr/Piper,  Jaffray  &  Hopwood 

John  Granahan/Granahan  Investment  Management 

Philip  Morris 

13 

ConferTech  International 

-11 

Joseph  Velli/Bank  of  New  York 

Medeva  Pic 

-12 

Judith  Aidoo/Aidoo  Group 

IBM 

-30 

Mariola  Haggar/Kemper  Securities  Group 

Biomet 

-33 

Jack  Shaughnessy/Advest 

Lifetime 

-37 

Nikos  Monoyios/Guardibn  Life  Insurance 

Plains  Resources 

-40 

Routed  bears 

Robert  Doviak  ll/Doviak  Partners 

College  Bound 

-100 

David  Hines/Hines  Management 

Egghead 

-35 

Eric  Kuby/Rodman  Advisory  Services 

Home  Depot 

50 

Jonathan  Epstein/Lehman  Brothers 

Staples 

59 

Benjamin  Kopin/Lynx  Partners 

Sequent  Computer  Systems 

67 

Closing  prices  as  of  Dec.  11, 1992. 

Philip  Morris  didn't  go  up  much  and  IBM  dropped  a  lot,  but  overall 
our  stock  pickers  did  well  last  year.  Not  so,  however,  the  bears. 


lege  Bound  last  year.  Selling  at  21V4 
then,  the  stock  is  now  worthless.  This 
year  Do\'iak  says  Wisconsin  Pharma- 
cal,  a  seller  of  fishing  bait  and  insect 
repellent,  could  be  in  for  some  trou- 
ble. It  has  a  market  capitalization  of 
around  $60  million  but  sales  of  only 
$13  million.  Doviak  doubts  that  the 
company  can  be  successful  with  its 
new  venture:  female  condoms. 

David  Hines,  of  Hines  Manage- 
ment, the  other  returning  short-sell- 
er, is  now  bearish  on  McAfee  Asso- 
ciates. During  the  Michelangelo  com- 
puter virus  scare  earlier  last  year, 
McAfee  garnered  tons  of  free  publici- 
ty for  its  antiviral  software.  That 
helped  McAfee's  initial  public  offer- 
ing. Not\vithstanding  the  equity  is- 
sue, the  company's  prospectus  "reads 
like  a  short-sale  recommendation," 
Hines  says,  citing  new  competition 
and  a  huge  tax  liability'  left  by  previous 
owners,  among  other  things. 

Eagle  Hardware  &  Garden,  the 
high-flying  Seattle-area  retailer,  is  a 
stock  you  wish  you  had  shorted  a 
month  ago.  Never  mind,  says  Jona- 
than Merriman,  partner  at  Merriman 
Capital  and  portfolio  manager  at 
Dabney  Resnick  Asset  Management; 
it's  still  worth  shorting. 
"Home  Depot  has  Eagle 
beat  on  just  about  all 
counts,"  says  Merriman. 
Eagle  trades  at  2  5 ¥2;  Mer- 
riman thinks  it's  worth  half 
that. 

Stephen  Carlson,  a  part- 
ner of  Denver-based  Aspen 
Capital  Group,  expects 
trouble  at  Alco  Interna- 
tional Group,  a  shipping 
and  medical  products  con- 
cern that  started  life  as 
Thoroughbred  Horse  Co. 
Carlson  points  to  past  legal 
problems  of  an  Alco  insid- 
er, a  weak  balance  sheet 
and  a  switch  in  auditing 
firms. 

Robert  Holmes,  presi- 
dent of  Gilford  Securities 
in  Chicago,  expects  a  col- 
lapse at  McDonnell  Doug- 
las. "They  are  drowning  in 
debt  and  their  commercial 
aircraft  business  will  even- 
tually be  shut  down,"  pre- 
dicts Holmes. 

See  you  next  year.      ^M 


ibcs  ■  Januar\'  4,  1993 
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ILLUSTRATING  ENVIRONMENTAL  EXCELLENCE 


REPORT    #4   —    CREATING    STRATEGIC    INITIATIVES 
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Dear  Reader: 


With  this  report,  we  conclude  our  brief  on  "Corporate  Environ- 
mentalism." 

Six  months  have  passed  since  American  Re-Insurance  Company 
and  Forbes  Inc.  hosted  a  gathering  of  top  corporate  executives  and 
their  environmental  counterparts  from  the  EPA  and  the  White 
House.  Since  that  time,  we  have  been  overwhelmed  with  countless 
examples  of  corporate  environmental  excellence  and  leadership. 

In  our  third  report,  we  asked  how  we,  as  a  nation,  can  sustain  a 
reasonable  momentum  of  industrial  growth,  yet  resolve  what 
appears  to  be  a  conflict  between  corporate  development  and  the  safe 
management  of  our  resources  and  people.  Happily,  we  have  found 
that  the  two  forces  —  industrial  development  and  environmental 
stewardship  —  are  not  incompatible. 

Many  of  America's  largest  corporations  have  already  stepped  into 
the  breach  with  strong  progfams  of  environmental  leadership. 
Corporate  executives  have  told  us  that  they  are  as  concerned  about 
the  environment  as  they  believe  consumers  are. 

The  challenges  that  lie  ahead  are  great.  Environmental  damage 
takes  its  toll  on  corporate  and  private  pocketbooks  as  well  as  the 
health  of  both  people  and  companies.  Although  the  EPA  says  that 
emissions  of  lead  have  fallen  97%  in  the  past  20  years,  and  carbon 
dioxide  has  been  reduced  by  41%,  the  agency  also  projects  that  com- 
pliance with  pollution-control  regulations  will  cost  taxpayers  $1.6 
trillion  in  this  decade. 

We  are  the  richest  nation  on  earth,  both  in  resources  and  the  tech- 
nical expertise  to-manage  them.  It  is  clearly  up  to  us  to  set  a  proac- 
tive environmental  path  for  the  future.  The  new  Administration  has 
pledged  to  address  this  issue  and  to  back  the  creation  of  new  jobs 
and  industries  to  support  corporate  environmentalism. 

American  Re  believes  that  continuing  communication  among 
business,  consumers  and  government  is  key  to  meeting  the  environ- 
mental challenge.  The  commitment  to  create  strategic  environmen- 
tal initiatives  is,  without  doubt,  in  the  interest  of  all  Americans.  It  is 
for  these  reasons  that  we  have  sponsored  this  four-part  series  on 
Corporate  Environmentalism.  We  are  pleased  that  American  indus- 
try is  working  proactively  on  this  important  task. 


Edward  B.  Jobe 

Chairman  &  CEO 

American  Re-Insurance 

Company 


Paul  H.  Inderbitzin 
Vice  Ciiairman  &  President 
American  Re-Insurance 
Company 
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fflECOGNITION  OF  environmental 
responsibility  is  not  a  passing  fad. 
As  we  have  witnessed  in  recent 
months,  its  evolution  —  or  per- 
haps, revolution  —  continues  to 
gain  momentum  in  the  conscious- 
ness of  our  national  culture.  Media 
coverage  has  brought  the  challenge 
into  front-page  focus  and  many 
Americans  say  they  are  not  willing 
to  trade  environmental  performance  for  eco- 
nomic growth.  They  are  now  demanding  both. 

This  trend  has  not  been  lost  on  America's  cor- 
porations. Many  companies  are  swiftly  exceed- 
ing regulatory  compliance  and  breaking  new 
ground  with  innovative  approaches  to  making 
environmental  management  a  top  priority.  For 
some,  this  means  developing  new  systems  of 
waste  removal  and  recycling.  For  others,  it 
means  cleaning  up  their  community  waterways 
and  improving  air  pollution  controls.  For  still 
others,  it  means  developing  packaging  that  will 
virtually  "disappear"  along  with  the  products  it 
contains. 

We  are  making  progress.  Ocean  dumping  of 
industrial  waste  has  decreased  some  24%  in  the 
last  10  years.  Inadequate  sewage  treatment  has 
decreased  20%. 

At  the  same  time,  companies  are  reluctant  to 
claim  credit  for  exceeding  their  own  environ- 
mental mandates,  rightly  believing  that  it  is 
dangerous  to  champion  their  performance  to  the 
outside  world  without  first  having  their  posi- 
tions clearly  understood  and  followed  by  every- 
one in  their  employ. 

STRONG  INITIATIVES  CAN  REAP  REWARDS 

Many  of  America's  corporations  have  buih  solid  reputa- 
tions for  solving  complex  problems  with  advanced  tech- 
nology and  sophisticated  engineering.  As  the  need  increas- 
es for  companies  to  assume  greater  responsibility  for  envi- 
ronmental performance,  some  are  using  the  same  innova- 
tive thinking  and  technical  expertise  to  find  solutions  to 
these  challenges.  The  Northrop  Corporation  is  on  the 
leading  edge  of  this  proactive  quest. 

Kent  Kresa,  Northrop's  chairman,  president  and  chief 
executive  officer,  says,  "We  have  adopted  an  aggressive 


Kent  Kresa 
Chairman,  President 
and  CEO, 
Northrop  Corp. 


approach  to  environmental  manage- 
ment that  goes  beyond  simply  reacting 
and  complying  with  ever-changing  reg- 
ulations. Businesses  that  take  this  ini- 
tiative can  gain  the  competitive  advan- 
tage that  comes  from  having  greater 
control  of  their  own  destinies.  This 
approach  has  not  only  dramatically 
reduced  our  emissions,  but  saved  the 
company  millions  of  dollars  in  opera- 
tional costs." 
Northrop  developed  a  long-range  en- 
vironmental plan,  under  which  it  set  forth  a  commitment 
to  reduce  hazardous  wastes.  As  part  of  the  plan's  imple- 
mentation, the  company  made  a  strategic  decision  to  com- 
municate to  its  employees  that  creating  a  better  environ- 
ment was  to  be  a  personal  as  well  as  a  corporate  objective. 

The  company  goal  is  to  reduce  its  1989  waste  stream 
90%  by  the  end  of  1996.  The  success  of  the  program 
depends  largely  on  reducing  pollution  at  the  source  and 
finding  new  methods  for  manufacturing  the  company's 
products  using  newly  designed,  environmentally  safe 
processes  and  chemicals.  By  mid-1992,  Northrop  was 
ahead  of  schedule,  already  achieving  a  63%  reduction. 

Northrop  now  extends  the  useful  life  of  manufacturing 
chemicals  by  removing  impurities  through  centrifugation, 
microseparation  and  ultrafiltration.  Chemicals  in  the 
company's  photo  labs  have  been  eliminated  through  con- 
version to  an  electronic  photographic  process.  Addition- 
ally, many  product  parts  are  now  cleaned  with  water-based 
agents  instead  of  solvents  that  contribute  to  smog  or 
deplete  the  ozone  layer. 

As  Kresa  notes,  "Our  hazardous  waste  reduction  accom- 
plishments have  saved  the  company  more  than  $20  mil- 
lion in  two  and  a  half  years.  By  the  year  2000,  we  expect 
the  cumulative  savings  to  surpass  $150  million." 

By  encouraging  environmental  stewardship  among 
employees,  the  same  talent  that  makes  Northrop's  ad- 
vanced technology  work  for  America's  defense  has  been 
mobilized  to  develop  programs  that  move  beyond  regula- 
tory compliance.  Northrop  believes  company-wide  aware- 
ness and  understanding,  coupled  with  real  programs  for 
waste  reduction,  will  help  sustain  our  ecosystem  for  com- 
ing generations. 
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bert  E.Yancey,  Jr. 
sident 
hiand  Petroleum 


nOYEE  AWARENESS  STIMULATES  POLLUTION  PREVENTION 

this  environmental  revolution,  companies  can  either 
oose  to  come  up  to  the  plate  with  a  strong  bat,  or  wait 
til  they're  called  out  on  strikes.  American  industry  has, 
with  some  justification,  been  regarded 
as  a  source  of  many  environmental 
woes.  But  industry  also  is  responsible 
for  investing  billions  of  dollars  in  pollu- 
tion controls  and  solutions  leading  to 
significant  environmental  improve- 
ment. Increasingly,  industry's  philoso- 
phy is  to  shift  its  waste  management 
strategy  from  "end-of-the-pipe"  clean- 
up and  treatment  to  programs  on  up- 
front pollution  avoidance. 
In  April  1991,  Ashland  Oil  Inc.  became  one  of  the  first 
1  companies  to  participate  in  the  EPA's  national,  volun- 
ry  Industrial  Toxics  Project  (ITP).  The  program  estab- 
hed  voluntary  goals  for  1 1,000  industrial  facilities 
roughout  the  country,  aiming  to  reduce  17  targeted 
.emicals  one-third  by  1992  and  one-half  by  1995. 
Robert  E.Yancey,  Jr.,  president  of  Ashland  Petroleum, 
ys,  "Even  though  our  company's  facilities  are  and  have 
;en  in  compliance  with  current  emissions  control  regula- 
ms,  of  the  17  chemicals  targeted  by  ITP,  11  are  associat- 
ed with  Ashland's 
chemical  and  petro- 
leum refining  opera- 
tions. We  estimated 
that  the  cost  of 
achieving  the  reduc- 
tion would  be  be- 
tween $r5  million 
and  $20  million." 
Ashland's  pro- 
gram involves  two  of 
its  subsidiaries:  Ash- 
land Petroleum  Com- 
pany's refineries  in 
Catlettsburg,  Ken- 
tucky; Canton,  Ohio; 
and  St.  Paul  Park, 
Minnesota;  and  14 
Ashland  Chemical 
ic.  manufacturing  facilities  throughout  the  country. 
As  Yancey  reports,  "Ashland  not  only  met  the  first  ITP 
)al,  but  did  so  a  year  early.  Our  program  resulted  in 
[ducing  certain  chemical  emissions  from  operations  by 
(%  between  1988  and  1991.  We  are  proud  of  that  accom- 
[ishment,  and  we  are  well  on  our  way  toward  reaching 
ir  1995  goal  in  a'dvance  of  that  deadline." 
Ashland  Petroleum's  initiatives  included  improving 
^spection  and  maintenance  of  operations  to  reduce  fugi- 
/e  emissions,  installing  storage  tank  vapor  controls  and 
[iminating  the  use  of  chromium  and  lead. 
'We  credit  our  employees  for  this  success,"  says  Yancey, 
rhey  have  identified  and  implemented  programs  that 


allow  the  company  to  exceed  emissions  reduction  goals 
without  compromising  product  quality  or  operational  effi- 
ciency. We  realize  this  is  a  job  that  never  will  be  finished. 
We  also  realize  that,  in  many  ways,  the  job  is  just  begin- 
ning. But  we  are  pleased  that  we  have  come  a  long  way  in 
such  a  short  time." 

SPEARHEADING  "RESPONSIRLE  CARE" 

The  nation's  largest  chemical  manufacturers  have,  as  a 
group,  recently  become  part  of  the  most  comprehensive 
voluntary  environmental  improvement  effort  ever  under- 
taken in  this  country:  the  Chemical  Manufacturers  Asso- 
ciation's (CMA)  Responsible  Care*  program.  This  is  an 
industry-wide  commitment  to  improve  performance  in 
health,  safety  and  environmental  protection. 

One  standard  of  Responsible  Care  is  a  Pollution 
Prevention  Code,  designed  to  address  the  number  one 
problem  cited  by  the  public  —  the 
amount  of  waste  this  industry  gener- 
ates. As  J.L.  Wilson,  chairman  and 
chief  executive  officer  at  Rohm  and 
Haas,  says,  "It  challenges  us  to  design 
pollution  out  of  the  process,  rather 
than  relying  on  pollution  controls. 
"This  is  a  philosophy  that  makes 
good  business  sense,  because  as  wastes 
decrease,  quality  and  efficiency 
improve.  At  Rohm  and  Haas,  we  have 
made  progress  on  reducing  the  amount 
of  waste  we  generate,  and  we  are  confident  that  we  will 
meet  our  goal  of  25%  process-waste  reduction  by  1996." 
Indeed,  at  the  company's  Tennessee  plant,  the  first  phase 
of  a  pollution  prevention  effort  has  reduced  annual  poly- 
mer waste  from  400,000  pounds  to  just  8,000  pounds. 

In  1991,  using  a  total  quality  approach,  the  company 
discovered  that  a  tank  truck  loading  facility  in  Knoxville 
was  a  major  contributor  to  waste  generation.  Fifteen  prod- 
ucts were  being  loaded  through  four  "shared"  pumps,  fil- 
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ters  and  loading  lines.  Every  time  a  different  product  was 
shipped,  workers  had  to  flush  the  system;  in  the  process, 
waste  was  generated.  A  plant-wide  team  designed  a  new 
system,  featuring  a  dedicated  pump,  filter  and  loading  line 
for  each  of  the  products.  As  a  result,  the  need  for  flushing 
and  the  resulting  waste  were  eliminated. 

As  Wilson  reports,  "Waste  reduction  was  not  the  only 
benefit.  We've  improved  quality  by  eliminating  the  possi- 
bility of  cross-mixing  during  shipping,  dramatically 
reduced  the  potential  for  spills  and  created  a  safer  and 
cleaner  workplace  in  the  process." 

The  Knoxville  lesson  illustrates  the  symbiotic  relation- 
ship among  waste  reduction,  increased  efficiency,  higher 
quality  and  safety.  It  is  a  lesson  that  Rohm  and  Haas,  like 
others,  continues  to  learn  as  the  industry  extends  its 
search  for  new  ways  to  achieve  pollution  prevention. 

Wilson  says,  "We  are  but  one  of  many  CMA  companies 
involved  in  this  effort,  and  I  am  convinced  the  industry  is 
poised  for  even  more  dramatic  results  in  the  years  ahead." 

GFG  ALTERNATIVES  CREATE  JOBS  AND  PROTECT  THE  ENVIRONMENT 

Most  people  are  aware  that  the  breakdown  of  chlorofluoro- 
carbons  (CFCs)  in  the  upper  atmosphere  may  damage  the 
earth's  ozone  layer.  CFCs  are  used  by  many  industries, 
small  businesses  such  as  supermarkets,  refrigeration  deliv- 
ery trucks  and  in  important  medical 
applications.  The  challenge  has  been  to 
develop  an  effective  alternative  to 
CFCs. 

ICI,  one  of  the  largest  chemical  com- 
panies in  the  world,  spent  $200  million 
and  employed  more  than  300  research 
Robin  E.  Gadsby         scientists  and  engineers  to  construct 
President  new  facilities  to  produce  ICI's  family  of 

ICI  Chemicals  and      CFC  alternatives.  The  town  of  St. 
Polymers  Gabriel,  Louisiana  is  now  the  location 


of  a  $100  million  world-class  facility  producing  an  ozone 
benign  alternative  to  CFCs  called  KLEA*  134a.  When  fully 
operational,  the  plant  will  employ  more  than  100  people 
at  the  site  andin  local  support  industries. 

Because  of  the  positive  impact  created  by  the  KLEA 
family  of  CFC  alternatives,  ICI  recently  won  the  EPA's 
"Stratospheric  Ozone  Protection  Award."  In  addition  to 
developing  new  CFC  alternatives,  ICI  has  taken  a  leader- 
ship role  in  the  recovery  and  reclamation  of  CFC-based 
products  currently  being  used. 

Robin  Gadsby,  president  of  ICI  Chemical  and  Poly- 
mers, says,  "Our  company,  in  total  support  of  the  Mon- 
treal Protocol  to  protect  stratospheric  ozone,  is  making 
significant  contributions  to  resolving  the  CFC  issue  by 
developing  effective  alternatives.  We  believe  our  efforts 
will  help  sustain  economic  growth,  while  protecting  the 
earth  for  future  generations." 

ENVIRONMENTALISM  MAKES  GOOD  BUSINESS  SENSE 

Many  of  this  nation's  leading  corporations  know  that 
proactive  environmental  management  is  not  only  good  for 
the  country,  but  also  makes  good  business  sense.  One  such 
company  is  Merck  &  Co.,  Inc.,  the  world's  largest  pre- 
scription drug  company. 

Merck's  environmental  goals,  which 
include  a  90%  reduction  in  worldwide 
releases  of  toxic  chemicals  by  the  end  ol 
1995,  are  among  the  industry's  most 
ambitious.  In  particular,  Merck's  devel- 
opment of  the  antibiotic  PRIMAXIN ' 
demonstrates  that  innovative,  voluntan 
solutions  to  environmental  challenges 
can  also  boost  productivity  and  stimu- 
late profits. 

Dorothy  Bowers,  Merck's  vice  presi- 
dent of  environmental  and  safety  poli- 
cy, says,  "When  Merck  designs  a  manufacturing  process 
for  a  new  medicine,  environmental  impact  is  one  of  sever- 
al factors  that  drive  process  design.  Producing  highly  spe- 
cific pharmaceutical  molecules  often  requires  an  involved 
series  of  intermediate  and  purification  steps  to  achieve  a 
precise  chemical  structure.  In  most  cases,  each  reaction 
leaves  behind  unwanted  by-products  and  unreacted  mate- 
rials." 

Each  of  these  wastes  includes  two  costs:  the  cost  of  treat- 
ment or  disposal,  and  the  cost  of  reactants  that  do  not 
become  product.  Reducing  waste,  therefore,  becomes  solic 
business  practice  as  well  as  solid  environmental  practice. 
Merck's  solution  is  to  attack  waste  at  the  process  develop- 
ment level  to  avoid  exceedingly  costly  and  complex  equip- 
ment installations. 

The  initially  proposed  18-step  manufacturing  process 
for  PRIMAXIN  would  have  created  one  ton  of  waste  for 
every  pound  of  product.  While  still  in  the  development 
lab,  however,  Merck's  chemists  and  engineers  found  a  \va\ 
to  eliminate  500,000  gallons  of  toxic  waste  annually  Aftci 
production  began,  Merck  continued  lo  improve  the 
process  by  eliminating  a  mixture  that  prevented  solvents 
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MANAGING  TODAY'S  RISKS  TO  BUILO  A  BETTER  TOMORROW 

Risk  assessment  and  risk  management  dominate  many  discussions  on  the  environment.  Although  the  terms  may 
sound  new,  the  concepts  have  long  been  part  of  the  insurance  business. 

In  1917,  American  Re-Insurance  Company  was  founded  by  seven  coal-mining  families  that  desperately  needed 
workers'  compensation  coverage.  They  pooled  $150,000  to  form  the  first  U.S.  reinsurer  funded  with  American  capital. 
To  manage  risks  successfully,  the  young  company  hired  special  engineers  who  understood  mining  hazards  such  as 
cave-ins  and  explosions.  These  engineers  were  eventually  given  unusual  powers  by  the  mine  owners:  American  Re 
could  actually  shut  down  production  if  conditions  became  dangerous.  This  successful  approach  to  risk  management 
was  truly  market-driven  and  voluntary. 

Building  an  understanding  between  those  who  share  risks  is  fundamental  to  managing  risk.  C.H.  Miller,  American 
Re's  first  president,  expressed  this  commitment  to  consensus-building  when  he  said,  "Connections  are  made  only 
after  long  consideration  and  careful  examination  on  both  sides." 

This  same  philosophy  is  echoed  by  American  Re's  current  president,  Paul  H.  Inderbitzin:  "Our  approach  to 
solving  difficult  problems  is  to  bring  together  different  views  and  sources  of  expertise  in  order  to  understand  common 
objectives." 

Today,  AM-RE  SERVICES  INC.  is  working  with  insurers  and  their  clients  to  prevent  pollution  by  introducing 
innovative  environmental  technologies  into  global  markets.  In  addition,  AM-RE  MANAGERS  INC.  provides  prod- 
ucts and  services  to  help  increase  a  company's  capacity  to  deal  with  pollution  liabilities. 

This  proactive  approach  builds  on  a  firm  foundation  of  established  business  relationships  that  have  been  forged  by 
time,  experience  and  trust.  American  Re  has  worked  with  its  longtime  clients  to  provide  creative  solutions  for  pollu- 
tion exposure. 


from  being  reused,  developing  an  innovative  extractive 
hydrolysis  technology  that  improved  yield  and  reduced 
use  of  another  solvent,  and  installing  solvent  recovery 
capability. 

Even  though  these  improvements  dramatically  cut  ini- 
tial production  wastes,  Merck  recently  installed  a  revolu- 
tionary new  process  chemistry  that  further  reduces  the 
number  of  steps,  improves  yield  and  totally  eliminates  a 
toxic  solvent.  Although  this  alternative  chemistry  cost  mil- 
lions of  dollars  to  install,  it  provides  immediate  environ- 
mental benefits  and  generates  long-term  savings  as  well. 

Today,  PRIMAXIN  is  among  the  world's  best-selling 


antibiotics.  As  Bowers  reports,  "Merck's  production  of 
PRIMAXIN  illustrates  how  industry  can  use  innovative 
technologies  to  protect  the  environment  and  boost  produc- 
tivity. Through  similar  aggressive,  voluntary  initiatives, 
industry  can  help  balance  America's  environmental  aspi- 
rations with  our  economic  and  social  goals." 

GEniNG  THE  WORD  OUT 

Billions  of  dollars  are  spent  every  year  in  the  pursuit  of 
sustainable  development  —  enhancing  economic  growth 
while  maintaining  high  environmental  standards.  Regret- 
tably, there  is  a  lack  of  clear  and  simple  communication  of 
the  progress  being  made,  as  well  as  the  strong  environ- 
mental and  economic  benefits  derived.  It  is  important  that 
we  all  come  to  realize  the  essential  role  corporate  environ- 
mentalism  plays  in  creating  sustainable  d>.velopment. 

Corporate  behavior  is  changing.  Management  teams  are 
moving  solidly  toward  environmental  surety,  and  their 
employees  are  coming  on  board.  New  environmental 
industries  are  blossoming,  and  new  jobs  are  being  created. 
The  simple  fact  is  that  many  in  corporate  America  are 
undertaking  voluntary  efforts  that  not  only  meet,  but  go 
beyond  compliance  to  reduce  pollution  and  minimize 
wastes.  This  is  a  trend  that  will  continue  as  we  move  for- 
ward into  the  next  century. 

American  Re  is  proud  to  continue  its  support  of  the 
executive  dialogue  and  media  coverage  of  environmental 
excellence.  Although  this  concludes  our  series  on  Cor- 
porate Environmentalism,  we  view  this  as  merely  the 
beginning. 


Brace  yourselves.  It's  time 

for  Ted  Turner  to  take  another  leap. 

What 
new  worids 
to 
conquer 
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By  Subrata  N.  Chakravarty 

Tom  Johnsons  first  day  on  the  job  was  total  immersion. 
The  newly  hired  president  of  Turner  Broadeasting  System, 
Inc.'s  Cable  New  s  Xetw  ork  arri\  ed  in  Atlanta  shortly  after 
midnight  on  Aug.  1,  1990.  After  checking  into  his  hotel, 
the  former  publisher  of  the  Los  Ajijjdes  Times  and  vice 
chairman  of  Times  Mirror  Corp.  went  over  to  c:nn's 
newsroom  to  introduce  himself  Less  than  24  hours  later, 
Saddam  Hussein's  army  in\aded  Kuwait.  "I  thought  I 
would  ha\e  an  extended  orientation  period,"  Johnson 
now  says.  'T  had  one  day." 

Extended  orientation  periods  aren't  cnn's  style  any- 
how. From  its  inception,  the  cable  network  has  always 
been  tightly  staffed,  with  ever}'one  pitching  in  when 
needed,  regardless  of  rank  or  function.  Once  mockingly 
referred  to  by  broadcast  news  types  as  the  ''Chicken 
Noodle  Network,"  c:nn  established  itself  during  the  Gulf 
crisis  as  the  premier  news  organization  in  the  nation  andj 
possibly,  the  world.  In  August  1991  CNN  cemented  its 
position  w hen  its  co\erage  of  Russian  President  Boris 
Yeltsin's  defiant  speech  atop  a  tank  in  Moscow  may  well 
have  pla\'ed  a  large  role  in  foiling  the  coup  attempt  against 
Sen  iet  President  Mikhail  Gorbachex'. 

In  the  first  stages  it's  not  always  easy  to  distinguish  a 
\isionar\'  from  a  clown.  In  his  earh'  days  as  a  national 
figure,  IBS  founder  Robert  K.  (Ted)  Turner  III  was  often 
derided  for  his  bombastic  ambitions.  He  was,  cynically. 
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Turner 
Broadcasting 
Chief  Executive 
Ted  Turner 
Some  who  know 
him  well  have 
lately  detected  a 
spark  in  his  eye 
that  suggests 
he's  looking 
for  another 
mountain  to 
climb. 
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Ted  Turner 

called  ''the   Mouth    s 
of  the  South'' — and  \ 
worse.  But  nobody   1 
calls  Ted  Turner  a   | 
clown  today.  Con- 
sider   the    achieve- 
ments    of    Turner 
Broadcasting  and  its 
feisty    chairman    in 
the  past  three  years: 

■  TBS  raised  $580 
million  in  ecjuity  by 
the  conversion  of 
preferred  stock  and 
the  issuing  of  new 
equit)'. 

■  Its        noncallable 
junk      debt      now      ^^^M 
trades  at  a  premium, 

while  the  rest  of  the  debt  carries  a 
blended  rate  of  8.9%.  TBS  has  in  excess 
of  $600  million  in  unused  credit  lines, 
as  well  as  more  than  $75  million  in 
cash.  Interest  coverage  is  a  comfort- 
able 2V2  times  interest  expense. 

■  Cash  flow  from  operations  (after 
interest  payments)  has  increased 
sharply,  to  an  estimated  $305  million 
in  1992. 

■  For  the  first  time  since  1985,  the 
company  showed  book  net  income  in 
1990.  In  1992  net  income  is  estimat- 
ed at  $105  million  on  rexenues  of 
$1.7  billion,  more  than  double  the 
revenues  of  1988. 

■  Turner  Netxvork  Television,  the 
network  Turner  launched  in  late 
1988,  broke  even  in  its  first  full  year  of 
operation;  it  became  the  company's 
biggest  revenue  producer  in  1991, 
with  revenues  of  almost  $370  million. 
It  now  reaches  nearly  95%  of  U.S. 
homes  ec]uipped  for  cable. 

■  In  1991  CNN  alone  earned  more 
than  any  of  the  broadcast  networks, 
let  alone  their  news  divisions. 

■  For  the  first  time  since  1975,  tbs 
declared  a  dividend  in  1992. 

■  In  December  1991  Turner  pur- 
chased Hanna-Barbera  and  gained 
control  of  its  huge  library  of  cartoons 
as  well  as  its  production  company.  In 
1992  TBS  inaugurated  its  fifth  net- 
work, the  Cartoon  Network. 

■  TBS  had  positive  stockholders'  equi- 
ty in  1992  for  the  first  time  since 
1985;  as  recently  as  1990,  iBs'  liabil- 
ities exceeded  the  book  xalue  of  the 
a.ssets  by  close  to  $500  million. 

■  Despite  widespread  belief  that  his 
ambitions  had  cost  so  much  that  he 
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Turner  Broadcasting's  Terence  McGuirk,  Tom  Johnson  and  Scott  Sassa 
Managing  TBS  in  Ted  Turner's  considerable  sliadow. 


had  lost  control,  Ted  Turner  still  has  a 
voting  majority  of  TBS  stock,  although 
the  cable  system  operators  who  sit  on 
his  board  ha\'e  xeto  power,  if  they 
choose  to  exercise  it,  on  new,  unbud- 
geted  projects. 

"Turner  Broadcasting  has  really 
been  transformed  from  an  entrepre- 
neurially  led,  \'ery  heavily  leveraged, 
modestly  profitable  programmer  to  a 
world-class  media  company  with  tre- 
mendous financial  strength,"  says 
media  analyst  Dennis  Leibowitz  of 
Donaldson,  Lulkin  &  lenrette. 

The  years  of  working  hard  and 
playing  harder  have  taken  their  toll  on 
Turner,  who  looks  older  than  he  is. 
"I'xe  been  through  a  lot  of  cam- 
paigns," sighs  the  militan,'  school 
graduate.  "I'm  only  54,  but  I've  al- 
ready got  the  mileage  of  a  150-year- 
old  man.  I'm  like  a  New  York  City 
taxicab  that  has  three  drixers  driving 
24  hours  a  day,  sexen  days  a  week." 

But  Turner  is  less  fragile  than  those 
New  York  City  taxis.  "I'm  still  pretty 
tough,"  he  insists,  caressing  a  Russian 
swordstick  from  his  collection  of  mili- 
taiy  memorabilia.  "I'm  still  building 
this  company.  I  haven't  done  e\en,'- 
thing  I  want  to  do." 

He's  certainly  done  a  lot.  Of  all  his 
creations,  (NN,  perhaps  deserxedly, 
gets  the  most  publicity.  It  has  demon- 
strated that  it  is  possible  to  produce 
around-the-clock  coxerage  of  the 
nexx's  on  a  tight  budget  and  still  make 
a  handsome  profit.  At  CNN  it  is  the 
nexx's  rather  than  the  nexxs  reader  that 
is  the  star  of  the  shoxw  Whereas  at  the 
other  rv  netxvorks  the  carefully 
coiffed  and  clad  anchors  often  oxer- 
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■ 
xx'helm     the     nexxs, 
they  seldom  do  at 
c;nn.    While   c:nn's. 
election  night  cov- 
erage in  Noxember 
xxas    pedestrian,    it 
xxas  also  competent 
professional        an 
typically  exhaustive; 
The  broadcast  net 
xx'orks  kept  turning 
for  analysis  to  their 
nexxs  stars  in   their, 
studios — as  though 
the       poor       slobs 
xx'atching  out  there?  the 
couldn't  figure  «\ 

things  out  for  them- 
selves. c:nn  had  re 
porters  around  the  countrx'  coxerin 
kex'  races. 

CNN  offers  nexxs  in  the  raxx' — all  th 
facts  that  come  in,  undigested  and 
often  XX  ithout  perspective  or  context 
It  is  up  to  the  viexver  to  supply  those 
It  is  an  approach  that  has  sometimes 
brought  heaxy  criticism  on  the  net 
xx'ork  for  failing  to  cheer  for  our  side 
During  the  Gulf  xxar,  for  example 
both  the  U.S.  and  Iraq  used  inter 
x'iexvs  with  c:nn  to  send  messages  to 
each  other  xxithout  haxing  to  come 
face-to-face.  This  cold  exenhanded 
ness   on   the   netxxork's   part,  xvhen 
American   lixes  xxere  at  risk  in  the 
desert,  did  not  sit  xvell  xxith  lots  of 
people,  but  it  did  strengthen  cnn's 
reputation  for  objectivity — xxhatexer 
that  means. 

Superstation  WTBS,  xxhich  many  ex 
pected  to  fade,  remains  the  top-rated 
cable  channel,  xxith  its  blend  of  mov- 
ies, documentaries  and  sports.  1  NT — 
xxhich  programs  mainly  old  moxiei 
(from  the  MCiM  libran'  Turner  pur 
chased  in  1986)^  original  films  anc 
sports — noxv  ranks  third  among  cablt 
xiexxers,  xxhile  CNN  ranks  fifth. 

F>en  sports  has  turned  profitable 
thanks  to  the  unlikely  performance  o 
Turner's  Atlanta  Braves  basebal 
team.  Turner  originally  purcha.sed  tin 
Braxes,  along  xvith  96%  of  the  Atlant. 
Haxvks  basketball  team,  as  a  source  o 
inexpensixe  programming  for  \vri5S 
Their  performance  w  as  less  importan 
than  the  fact  that  they  filled  the  hours 
In  the  division  cellar  in  1990,  ihe  sad 
sack  Braxes  surged  to  the  top  of  th 
National  League  in  1991  and  1992 
before  succumbing  in  the  World  Se 
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ries  both  years.  The  Hawks,  mean- 
while, have  made  it  into  the  basketball 
pla)'offs  for  several  years,  although 
they  have  yet  to  get  veiy  far.  But 
performance  has  paid  off.  The  im- 
proved records  of  both  teams  in- 
creased viewer  interest,  which  has 
helped  advertising  sales  on  wtbs  as 
well  as  ticket  and  concession  sales. 

What  new  worlds  for  Ted  Turner  to 
conquer? 

A  key  element  in  Ted  Turner's 
success  has  been  his  insistence  on 
owning  as  much  programming  as 
possible.  It  is  the  reason  he  bought 
the  sports  teams,  the  reason  he  went 
way  out  on  a  limb  to  buy  the  mgm 
library,  and  why  he  snapped  up  Han- 
na-Barbera  when  financier  Carl 
Lindner  ran  into  financial  trouble  in 
1991.  "We  control  more  of  our  own 
software  than  any  other  program- 
ming entit)'  in  the  world,"  says 
Turner  with  satisfaction. 

Look  for  him  to  push  deeper  into 
producing  the  entertainment  his  out- 
lets use.  As  an  owner  of  program- 


ming. Turner  is  a  bit  like  the  meat- 
packers  of  old:  Because  he  owns  many 
different  outlets,  he  can  use  the  same 
programming  in  many  different  ways. 
He  also  uses  each  of  his  networks  to 
cross-promote  the  others. 

"We're  really  in  the  business  of 
remarketing  product,"  explains  Scott 
Sassa,  president  of  Turner  Entertain- 
ment Group.  "We  buy  as  much  soft- 
ware as  we  can,  and  find  as  many  ways 
to  get  it  out  there. "  Thus  MGM  movies 
play  on  both  WTBS  and  TNT.  Turner 
Home  Entertainment  sells  both 
colorized  and  black-and-white  ver- 
sions of  classic  old  films  like  Yankee 
Doodle  Dandy  and  Forty  Second  Street. 
Hanna-Barbera  cartoons  can  be 
shown  on  the  Cartoon  Network  as 
well  as  on  Turner's  other  networks. 
TBS  can  license  toys  based  on  such 
characters  as  Yogi  Bear  and  the  Jet- 
sons,  cnn's  Gulf  war  coverage  was 
also  marketed  in  a  book.  And  all  of  the 
programs  can  be  syndicated  in  other 
markets  like  Europe  and  Asia. 

To  better  use  the  huge  volume  of 


reports  churned  out  by  CNN  each  day, 
TBS  is  testing  specially  tailored  pack- 
ages for  airports,  supermarket  check- 
out counters,  schools,  airlines,  c\cn 
McDonald's.  Turner  likens  tbs'  ap- 
proach to  chicken  farming:  "Modern 
chicken  farmers,  they  grind  up  the 
feet  to  make  fertilizer,  they  grind  up 
the  intestines  to  make  dog  food.  The 
feathers  go  into  pillows.  Even  the 
chicken  manure  they  make  into  fertil- 
izer. They  use  every  bit  of  the  chicken. 
Well,  that's  what  we  tvy  to  do  over 
here  with  the  television  products,  is 
use  ever}^thing  to  its  fullest  extent." 

The  trick  will  be  to  produce  yet 
more  products  from  the  same  chick- 
ens. U.S.  growth  from  tbs'  estab- 
lished channels  is  bound  to  slow  as 
they  approach  market  saturation. 
Some  65%  of  U.S.  television  house- 
holds currently  receive  cable,  and  tbs' 
three  principal  networks — cnn,  wtbs 
and  TNT — already  reach  bet\\'een  94% 
and  97%  of  those  homes,  so  their 
growth  potential  is  limited  to  in- 
creased penetration  and  fees. 
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B  Superbird 


CNN  uses  eight  satellites  to  get  news  in  and  out,  including  four  of  the  most  powerful  ringing  the  earth:  Astra,  Palapa,  Arabsat  and 
Superbird.  The  "footprints"  of  the  satellites  cover  most  of  the  world,  allowing  CNN  to  reach  virtually  everywhere. 
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Ted  Turner 


CNN's  anchor  desk  on  election  night,  1992 

The  news,  rather  than  the  news  reader,  is  the  star. 


TBS  can  grow  by  adding  new  chan- 
nels. "The  one  thing  we  do  here  is 
start  new  networks,  build  new  net- 
works and  market  them,"  says  TBS 
Executive  Vice  President  Terence 
McGuirk. 

TBS  has  shown  that  ability  repeated- 
ly, most  recently  with  the  creation  of 
TNT  in  1988  and  the  Cartoon  Net- 
work in  1992.  The  opportunity  exists 
to  further  segment  the  market  with 


new  networks.  McGuirk  points  out, 
for  example,  that  only  about  1 ,000  of 
TBs'  libraiy  of  over  3,700  films  have 
ever  been  shown  on  vvtbs  or  tnt. 
While  many  of  the  rest  are  duds,  some 
have  special  appeal  for  limited  audi- 
ences. TBS  could  start  one  or  more 
"mini-pay  channels" — low-priced 
pay  channels — to  cater  to  people  who 
are  interested  in  such  films  as  The  Sea 
of  Grass,  an  obscure  western  that  has 


The  Atlanta  Braves  celebrating  their  National  League  championship,  1992 
From  perennial  losers  to  near  world  champions,  two  years  in  a  row. 
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the  distinction  of  being  the  second 
film  in  which  Spencer  Tracy  and  Kath 
arine  Hepburn  starred  together. 

The  cable  operators  are  not  entircK 
happy  with  tbs'  rolling  out  new  net 
works.  With  the  number  of  channels 
constrained  at  present  and  cable  re 
regulation  in  the  cards,  cable  opera 
tors  are  not  eager  to  see  new  channels 
started  or  to  have  so  many  owned  by  a 
single   company.   There  were  com-    rn ' 
plaints  from  some  cable  system  opera-    KJ; 
tors  on  the  board  when  tbs  started  the  i  iiK'' 
Cartoon  Network,  in  part  because  of   hti^ 
Turner's  reliance  on  cross-promoting  i  rorki 
his  networks.  But  in  the  end  the  cable  I  Til 
operators  went  along,  chieHy  because  '  rork' 
they  need  Turner  as  much  as  Turner  ;  lonu 
needs  them.  to 

The  real  growth  opportunities  for    klc 
Turner  Broadcasting  lie  overseas.  The    jrdc 
potential  outside  the  U.S.  is  enor-    Ibkt 
mous,  and  tbs  is  emerging  as  the 
\\'oi"ki''s  first  truly  global  media  com- 
pany.  CNN   International   is   already 
shown  in  hotels  around  the  world. 
c;nn's  Gulf  war  coverage  won  it  great 
credibility.  Turner  is  near  fanatical 
about    spreaciing   cnn    arounci    the 
world.  He  explains  why  in  his  typically 
apocalyptic  prose:  "Back  in  the  Dark 
Ages,  only  the  Church  and  politicians 
had  knowledge,  and  the  people  were 
kept  in  the  ciark.  Information  is  pow- 
er. I  see  CNN  as  the  democratization  of  W2 
information."  itr  i 

cnn's  signal  now  coNcrs  most  of  the  Dnus( 
globe  (see  map,  p.  85).  It  already  has  Ind 
58  million  (nerseas  subscribers,  com-'  ibti 
pared  with  60  million  in  the  U.S.,  but'  aio| 
that  is  barely  scratching  the  surface,  mt  i 
As  CNN  spreads  around  the  world,  iiijli? 
however,  its  biggest  challenge  is  to  itn  c 
smooth  out  the  spikes  in  \iewership.  dPoi 
All  the  world  will  turn  to  c;nn  for  newsphjK 
during  a  war  or  during  the  U.S.  elec- 
tions. But  N'iewers  in  Korea,  say,  or 
Lebanon  care  little  about  attempted 
murder  by  a  teenager  on  Long  Island 
or  snow  in  Minneapolis. 

CNN  President  Tom  Johnson  ac 
knowledges  the  problem.  "The  criti- 
cism that  CNN  has  been  primaril)'  a 
U.S. -based    network   with    a    U.S 
based  content  and  focus  is  an  abso- 
lutely valid  criticism,"  he  says.  "Wc 
are  reaching  out  to  internationalize 
this   network  as  aggressixcly  as  wc 
know  how."  CNN  now  has  28  interna 
tional  bureaus,  adding  Riode  Janeiro 
New  Helhi,  Oman  and  Bangkok  ii 
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992  alone.  The  network  has  a  joint 
snture  in  Moscow  for  a  Russian- 
mguage  broadcast  and  is  exploring  a 
Jerman-langLiage  channel,  with  per- 
aps  Japanese  and  other  languages  to 
dIIow. 

Perhaps  most  important,  however, 
;  the  plan  to  regionalize  the  news, 
iicreasingly,  CNN  plans  to  add  more 
sgional  news  to  its  international 
roadcasts,  so  that  each  geographic 
rea  gets  more  information  that  is  of 
iterest  locally.  Johnson  predicts  that 
he  eventual  mix  for  CNN  around  the 
/orld  will  be  only  30%  U.S.  news. 

Taking  the  entertainment  net- 
/orks  overseas  offers  even  more  op- 
ortunity  for  TBS.  That  task  will  fall  to 
assa.  Just  33,  Sassa  has  had  a  remark- 
ble  rise.  "My  family  is  basically  all 
;ardeners,"  says  Sassa,  a  Japanese- 
mierican  whose  family  was  interned 
iuring  World  War  II.  Sassa's  start  in 
how  business  is  a  Hollywood  cliche: 
rie  began  in  the  mailroom  of  the 
ublic  relations  firm  Rogers  & 
vowen,  making  $150  a  week.  After  a 
»rief  stint  at  TBS,  he  went  to  work  for 
lugh  Hefner  at  Playboy.  He  then 
elped  write  the  business  plan  for  the 
*ox  television  network.  Re- 
urning  to  TBS  in  1988, 
•assa  managed  the  hugely 
uccessful  launch  of  TNT.  In 
992  he  probably  earned 
)ver  $500,000  in  salaiy, 
)onuses  and  options. 

Under  Sassa,  TNT  moved 
o  Latin  America  in  1991. 

hat  operation  is  an  experi- 
nent  in  how  to  interna- 
ionalize.  Some  films  have 
)een  dubbed  in  Spanish 
nd  Portuguese,  while  oth- 
rs  have  subtitles.  In  its  sec- 
)nd  year,  the  network  is 
irfilready  profitable.  Turner 
ays.  Next  on  the  agenda  is 

urope,  which   has   more 
tnguages.  Further  in  the      ^^^M 

iture  is  Asia,  where  the 

nguage  problem  is  even  more  com- 

X.  Ultimately,  however.  Turner  has 

o  doubt  that  Turner  Broadcasting's 

etworks  will  be  as  well  known  abroad 

s  they  are  in  the  U.S.   "Cartoons 

.nel  and  American  movies  travel," 
c  says  simply.    Tom   &  Jerry:  The 

lovie,  TBs'  first  theatrical  film,  was 

leased  first  in  Europe  last  year. 

All  these  opportunities  add  up  to 


significant  growth  for  TBS  in  the  years 
to  come.  Sanford  Bernstein's  media 
analyst,  Tom  Wolzien,  estimates  that 
by  1996  TBS  should  more  than  triple 
its  earnings,  to  close  to  $335  mil- 
lion— $1.25  a  share — a  compound 
growth  rate  of  over  30%  from  1991. 
The  value  of  its  networks  and  other 
assets,  he  conserx'atively  estimates,  is 
currently  around  $5  billion  (net  of 
debt)  and  will  more  than  double  to 
nearly  $11  billion  by  1996. 
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Hanna-Barbera  characters  and  colorized  still  from  "Casablanca 
TBS'  invaluable  strength:  owning  its  huge  library. 


But  much  of  this  growth  will  con- 
sist chiefly  of  creating  extensions  of 
what  TBS  already  does.  No  one  who 
knows  Ted  Turner  really  thinks  that 
this  is  exciting  enough  to  satisfy  him. 
One  of  his  mottoes,  emblazoned  in 
signs  scattered  around  his  office,  is 
"Lead,  follow,  or  get  out  of  the  way," 
and  Turner  has  always  been  a  leader. 
But     nobody — perhaps     not     even 


Turner  himself — knows  where  he  will 
lead  next  and  where  his  associates  will 
be  expected  to  follow.  "His  vision 
and  the  guts  to  stick  to  the  vision  drive 
the  company,"  says  McGuirk,  who  is 
functionally  TBS'  chief  operating 
officer. 

Though  he  is  without  any  doubt 
the  driving  spirit  behind  the  business, 
Ted  Turner  has  always  left  the  execu- 
tion of  his  ideas  to  others,  while  pur- 
suing outside  interests  from  the  envi- 
ronment to  global  peace.  "I've  always 
been  good  at  delegating  authority," 
Turner  says.  "I'm  letting  more  of  the 
decisions  be  made  now  because  we're 
in  so  many  more  areas." 

Which  is  why  many  around  Turner 
are  asking:  What  next.>  The  overseas 
expansion  is  mostly  the  sort  of  thing 
he  has  always  delegated.  "The  line 
extension  of  all  of  our  brands,  that's  a 
no-brainer,"  says  Sassa.  "It's  basically 
getting  on  satellites  and  getting  out 
there  and  distributing  the  semce.  It's 
really  just  blocking  and  taclding,  the 
basics  of  distribution." 

Ted  Turner  is  not,  and  has  never 
been,  a  "no-brainer,  basic  blocking 
and  tackling"  entrepreneur.  "The 
worst  sin,  the  ultimate  sin 
for  me,  in  anything,  is  to  be 
bored,"  Turner  says.  While 
denying  any  boredom  with 
the  company  he  has  built, 
the  fact  is  that  he's  spend- 
ing only  three  or  four  days  a 
month  at  TBS  headquarters 
in  Atlanta  these  days. 

Turner,  whose  grandfa- 
ther and  father  lost  most  of 
what  they  had  during  their 
lifetimes,  has  himself  always 
thrived  by  risking  eveiy- 
thing.  Recently,  some  who 
know  him  well  have  detect- 
ed a  spark  in  his  eye  that 
suggests  he  is  ready  to 
throw  the  dice  again. 
Where.>  What?  How.>  We 
haven't  a  clue — and  neither 
do  his  associates.  Ted  Turner  himself 
may  not  have  made  up  his  mind.  What 
we  can  predict  without  fear  of  future 
embarrassment  is  that  his  next  move 
will  be  as  bold  as  it  will  be  unexpected. 
Ted  Turner  may  be  a  bit  beaten  up, 
but  he  is  a  long  way  from  being  ready 
to  rest  on  his  laurels.  Howe\'er  he  may 
have  changed,  he  hasn't  really 
mellowed.  ^M 
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ON  THE  DOCKET 


Labor  law  will  offer  a  test  of  just  how  beholden 
Bill  Clinton  is  to  his  trade  union  PACists. 

Union  rules 


By  David  Frum 


IT'S  BEEN  a  hungn'  12  years  for  labor 
unions,  and  they're  slavering  for  Chef 
Clinton's  cooking.  It  should  be  on 
the  table  soon.  By  August,  three  of 
the  fi\'e  members  on  the  National 
Labor  Relations  Board  will  probably 
be  Clinton  appointees.  And  by  No- 
vember, so  will  its  powerful  general 
counsel. 

A  feast  for  organized  labor.'  Clin- 
ton's NLRB  picks  will  tell. 

The  NLRB  enforces  the  National 
Labor  Relations  Act  (nlra),  the  law 
that  governs  most  nonagricultural 
workplaces.  Traditionally,  three  of  its 
members  belonged  to  the  majority' 
political  part)';  two  haxe  been  minor- 
it}'-part)'  members  or  independents. 
Unlike  Washington's  other  adminis- 
trative agencies,  the  nlrj5  does  not 
spend  much  time  on  broad  rule  mak- 
ing. Instead,  it  has  seen  its  job  as 
judging  whether  the  actions  of  indi- 
vidual unions  and  managements  are 
unfair  labor  practices  prohibited  by 
the  NLRA.  Its  decisions  can  be  ap- 
pealed to  the  federal  courts. 

President  Bush's  nlri?,  under  the 
chairmanship  of  James  Stephens,  has 
already  retreated  from  some  of  the 
tough  precedents  set  by  President 
Reagan's  under  Donald  Dotson.  In 
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the  Otis  Elevator  case  of  1984,  for 
instance,  the  Dotson  nlrb  set  a  vcv)' 
permissive  standard  for  the  informa- 
tion a  company  closing  a  plant  must 
disclose  to  its  workers.  Under  the 
Stephens  nlrb  that  standard  has  be- 
come effecti\'ely  stricter,  forcing  com- 
panies to  disclose  more. 

The  first  important  decision  that 
the  Clinton  nlrb  will  face  is  what  to 
do  about  the  so-called  qualit)'  circles 
and  worker  self- management  teams 
that  ha\'e  sprung  up  in  American  fac- 
tories over  the  past  20  years. 

These  circles  and  teams  are  a  bor- 
rowed Japanese  idea:  small  groups  of 
employees  who  meet  continually 
with  management  to  rethink  how 
products  should  be  made  and  how 
their  workplace  should  be  orga- 
nized. All  very  up-to-date  and  em- 
powering, but  there's  one  problem: 
The  NLRA,  a  statute  largely  written  in 
the  days  of  wrenches  and  blast  fur- 
naces, can  be  read  as  outlawing  these 
groups. 

Among  other  things,  the  nlra  pro- 
hibits the  "company  unions"  that 
management  often  imposed  on  labor 
in  the  1920s.  The  nlra  makes  it  an 
unfair  labor  pracdce  to  form  employ- 
er-dominated   labor    organizations. 


and  according  to  the  criteria  la 
down  by  the  statute,  qualit)-  circl 
and  self-management  teams  do  see 
to  meet  the  ban. 

It's  hard  to  believe  that  any  but  th 
most  moss-backed  union  would  wan 
that  to  happen.  But  what  the  AFL-CI 
does  want,  and  wants  right  away,  i. 
the  withdrawal  of  three  executive  or 
ders  signed  by  President  Bush.  On 
such  order  implements  the  Suprem 
Court's  1988  Beck  decision,  which 
gi\'es  some  emplo\ees  the  option  to 
ha\'e  any  of  their  union  dues  used  for, 
political  action  refunded.  A  second 
frees  contractors   rebuilding   Hurri- 
cane Andrew^  raxaged  areas  from  the. 
pro-union  Davis-Bacon  Act.  A  third! 
outlaws      ""project      agreements" — 
deals  to  exclude  nonunion  contrac- 
tors from  major  federally  funded  pub- 
lic infrastructure  jobs. 

Presumably  those  who  run  the 
trade  unions  will  expect  Clinton,  at 
the  ven'  least,  to  delixer  to  them  on 
these  three  points  in  return  for  their 
support  and  mone\'  in  No\ember. 

The  AFL-cio's  next  course  must  be 
sened  by  Congress.  The  unions  want 
Congress  to  forbid  the  use  of  replace- 
ment workers  for  strikers  during  labor 
disputes.  It  is  likely  President-elect 
Clinton  will  sign  such  legislation. 
Unions  want  the  nlr\  amended  to 
make  it  easier  for  them  to  sign  up  new 
members,  along  the  lines  of  new  labor 
codes  in  the  Canadian  pro\inces  of 
British  Columbia  and  Ontario,  which 
eliminate  secret  ballots  before  union- 
certification.  And  they  want  the  re 
peal  of  Section  14(b)  of  the  act,  which 
permits  states  to  adopt  right-to-work 
legislation — as  the  state  of  Arkansas 
has — thus  enabling  employees  to  take 
jobs  in  unionized  workplaces  without 
being  forced  to  join  the  union. 

American  unions  often  talk  as  if  the 
nlrb  is  mainly  to  bkime  for  the 
shrinkage  in  their  membership,  to  just 
12%  of  the  pri\'ate-sector  wage  and  ^ 
salar\'  workers,  and  the  decline  of  their  ||i\ 
power  and  influence.  But  if,  as  C.WiVi  y^ 
ton's  Secretar)'  of  Labor  designate 
Robert  Reich  seems  to  think,  it  is 
structural  change  in  the  American  and 
global  economies  that  is  weakeniiii; 
private-sector  unions,  then  union 
sponsored  labor  law  reform  will  do 
Clinton's  supporters  in  the  All,  cm 
little  good — and  could  do  American 
business  considerable  harm.  Hi 
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It  turns  continuously  but  too  mai^ 
investors  only  see  one  side  of  it 


itth 
■  th 
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Your  Merrill  Lynch  Financial  the  world's  dollar  volume  of  bond  pub- 

lonsultant  can  introduce  you  to  a  lie  issues  in  the  United  States,  clearly 

/hole  other  side  of  investing:  the  inter-    there  are  exceptional  investment 


lational  arena. 

Consider  this:  In  the  ten  years 

nded  in  1991,  the  U.S.  stock  market 
"|j"^  anked  only  ninth  among  worldwide 
thei  quity  markets  based  on  return  in  U.S. 
Cliif  ollars,  up  240%.  France  ranked  sec- 

nd,  up  425%,  and  Sweden  was  fifth, 
,*371%. 

And  with  only  36%  of  the  world's 

quity  market  capital  and  just  48%  of 


opportunities  abroad. 

Merrill  Lynch  offers  a  profession- 
al money  management  service  with 
access  to  a  portfolio  of  international 
securities,  global  and  regional  mutual 
funds,  closed-end  country  funds  and 
international  Defined  Asset  Funds. 

For  investors  who  prefer  individ- 
ual securities,  American  Depository 
Receipts  (ADRs)  represent  the  easiest 


way  to  buy  non-U.  S.  stocks. 

Talk  with  your  Merrill  Lynch 
Financial  Consultant.  He  or  she  under- 
stands the  special  considerations  of 
global  investing. 

Don't  miss  the  opportunity  to 
start  exploring  your  future  in  interna- 
tional investing  by  asking  for  our  1993 
Investment  Outlook  Report. 

Call  1-800-637-7455,  ext.  2954 


Merrill  Lynch 

A  tradition  of  trust. 


[.(1     1992  MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  INC.  MEMBER  SIPC, 

or  more  complete  information  on  any  of  ttie  above  mentioned  funds,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  the  risks 
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of  global  and  international  investing,  request  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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INTRODUCING 

A  TECHNOLOGICAL 

BREAKTHROUGH 

ONLY  FORBES 

COULD 

ENGINEER. 


: 


Putting  technology  to  work  is  critical  to  corporate  success  or  failure.  But  until  now,  where 
could  an  executive  turn  for  information  on  how  to  use  technology  to  his  advantage? 

Forbes  announces  a  publishing  first.  Forbes  ASAP.  The  first  high-tech  information  source 
written,  not  for  programmers  or  PhDs,  but  today's  business  managers.  Where  other  technology 
magazines  deliver  jargon-filled  bits  and  bytes,  Forbes  ASAP  cuts  to  the  quick. To 
the  ideas  and  people  behind  the  technology.To  the  practical  applications.  Delivered 
with  a  clarity,  sense  of  humor,  and  edge  you'd  expect  only  from  Forbes. 

Forbes  ASAP  will  debut  as  a  supplement  to  the  December  7,  1  992  : 
issue  of  Forbes.  Providing  high-tech  advertisers  with  access  to  700,000-  ■-: 
plus  top  decision-makers.  Those  with  the  power  to  effect  change.  Fast.       £'- 

To  reserve  space,  call  Ward  Flock,  Director  of  Advertising,  Forbes 
ASAP,  at  (41  5)  391-7000. 


FORBES  ASAP.   WHERE   TECHNOLOGY    GETS    DOWN    TO    BUSINESS. 


MONEY  &  INVESTMENTS 


Don't  let  reports  of  currency  trading  scandals  put  you  off: 
In  the  age  of  unstable  currencies  and  global  trading, 
failure  to  hedge  can  have  serious  consequences. 

To  hedge  oir 
not  to  hedge 


BYANDREWJ.KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


That  much  publicized  affair  of  Dell 
Computer's  alleged  speculative  for- 
eign exchange  activities  raises  a  ques- 
tion that  concerns  all  business  people 
in  this  era  of  global  business  dealings. 
The  question  is:  How  can  a  firm 
responsibly  manage  its  foreign  cur- 
rency exposures? 

This  question  is  particularly  timely 
given  the  fact  that  since  1985,  U.S.- 
based  corporations  that  sell  overseas 
in  local  currency  have  enjoyed  a  finan- 
cial windfall:  Their  profits  generated 
abroad  have  translated  into  more  U.S. 
dollars,  as  the  dollar  declined  against 
most  majoi'  currencies.  By  largely 
ignoring  the  currency  markets,  these 
corporations  reaped  tremendous 
benefits  that  accrued  to  their  bottom 
line.  They  just  sat  there  and  enjo)'ed 
the  extra  dividend. 

But  that's  over.  Since  the  end  of 
August  the  dollar  has  climbed  some 
15%  against  the  major  European  cur- 
rencies, forcing  public  and  private 
companies  alike  to  reconsider  their 
policies  of  benign  neglect  of  currency 


fluctuations.  If  they  had  just  sat  there, 
the  strong  dollar  would  have  cut  into 
their  reported  overseas  earnings. 

Unfortunately,  stories  such  as 
Dell's  augment  the  myth  that  the 
currency  markets  are  inherently  risky, 
incapable  of  being  successfully  and 
conservatively  managed.  But  this  is  a 
wrong  and  dangerous  conclusion. 
Properly  managing  your  currency  ex- 
posure does  not  involve  gambling  or 
speculation.  In  fact,  the  ideal  currency 
program  defines  and  controls  risk  so 
thoroughly  that  strategy  and  planning 
decisions  become  enormously  more 
informed.  Here  are  some  thoughts  on 
how  to  implement  a  responsible  pro- 
gram and  prexent  the  hedging  func- 
tion from  running  amok. 

First  of  all,  don't  get  carried  away. 
Beware  of  corporate  currency  seduc- 
tion, a  potentially  painful  disease. 
S^'mptoms  of  this  disease  include  the 
installation  of  super  fancy  trading  anci 
communication  systems,  a  Wall  Street 
suspenders-type  dress  code  and  end- 
less ringing  of  phone  lines  from  bank 
salespeople  alerting  you  to  the  latest 
major  market  transactions. 

A  company's  treasury'  is  not,  nor 
should  it  become,  a  bank  dealing 
room,  operating  as  an  equal  to  institu- 
tions that  make  markets  in  currencies 
for  a  fixing.  While  bank  advice  can  at 
times  be  useful,  please  keep  in  mind 
that  no  matter  how  well  meaning, 
salespeople  are  paid  for  executing  cus- 
tomer transactions.  They  would  pre- 
fer to  see  more  trades  from  you  rather 
than  fewer. 

Remember  that  most  bank  traders 
ha\'e  a  short-term  time  horizon  when 
it  comes  to  trading  decisions,  primari- 
1)'  because  they  make  money  by  man- 
L.ging  the  numerous  customer  flows 


that  they  see  on  a  minute-to-minute 
basis  every  day.  A  corporate  hedging 
program  should  primarily  focus  on 
medium-  to  long-term  time  frames  in 
order  to  capture/protect  against  the 
market's  major  price  adjustments. 
That  is  to  say,  hedges  should  be 
proactively  adjusted  when  a  large 
structural  shift  in  the  market's  trend 
is  developing. 

Another  pitfall:  using  inappropriate 
hedging  tools.  This  can  include  using 
fonvard  contracts  or  short  option 
sales  to  hedge  a  contingent  or  non- 
cash exposure.  For  example,  if  a  com- 
pany uses  forwards  to  hedge  antici- 
pated sales  to  Japan — and  there's  a 
shortfall — then  the  company  will  ha\'e 
an  overhedged  position  (e.g.,  sold 
fonvard  more  yen  than  necessan') 
which  could  generate  real  cash  losses 
if  the  yen  strengthens. 

Also,  be  wai")'  of  exotic  option 
products  that  may  initially  look  inex- 
pensive or  othenvise  attractive  but 
that  may  ultimately  prove  to  be  rather 
costly.  (Most  exotic  option  transac- 
tions are  extremely  profitable  to  the 
seller.)  It  is  important  to  analyze  the 
characteristics  of  all  hedging  tools  to 
make  certain  they  ultimately  provide 
both  the  desired  protection  and  the 
necessaiy  flexibility. 

In  short,  a  successful  corporate 
hedging  program  is  designed  to  pro- 
tect you  against  currency  swings,  not 
to  support  speculation.  Remember: 
In  these  volatile  currency  markets, 
failure  to  hedge  your  currency  expo- 
sures can  be  the  rankest  form  of 
speculation. 

U.S.  corporations  must  develop 
the  skills  that  many  of  their  foreign 
competitors  already  possess;  the  abili- 
ty to  operate  in  an  increasingly  inter- 
active global  context  that  includes  the 
challenge  of  currency  fluctuations  as  a 
constant  factor  in  their  performance. 
Just  as  a  company  must  seek  out  the 
top  available  employees  for  product 
development,  manufacturing  and 
marketing,  so  should  they  recognize 
the  importance  of  the  currency  hedg- 
ing function. 

So,  don't  be  put  oflf  when  you  reaci 
of  potential  or  actual  scancials  and 
mishaps.  As  we  tell  our  corporate 
clients,  although  the  currency  mar- 
kets are  often  volatile,  they  are 
certainly  manageable.  Just  ask  your 
foreign  competitors.  Hi 
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CIGA  HOTELS 


Will  the  muse  visit  you  during  your  stay  at  the  Gritti 
Palace  in  Venice?  You  will  certainly  enjoy  the  same  sources  of 
inspiration  as  Mr  Hemingway. 

The  Grand  Canal  still  laps  the  hotel  entrance  as  it  has 
for  five  hundred  years. 

Titian's  16th  century  portrait  of  Doge  Andrea  Gritti 
continues  to  grace  the  hotel's  walls. 

ERNEST  HEMINGWAY  WROTE 

A  NOVEL  HERE. 

PERHAPS  YOU  MAY  BE  MOVED  TO 

WRITE  A  MEMO  OR  TWO? 

And  the  view  from  your  window,  across  to  the  church 
of  La  Salute,  is  the  same  one  that  greeted  the  American  author 
on  his  arrival  in  October  1949. 

The  Gritti  Palace  became  not  only  the  place  where  he 
wrote,  but  also  the  place  that  he  wrote  about,  in  "Across  the 
river  and  into  the  trees". 

In  truth,  other  Ciga  Hotels  have  proved  equally  inspiring. 
And  neither  satellite  communications  nor  air  conditioning 
have  robbed  them  of  their  historic  charm. 

In  Asolo,  amid  the  hills  of  the  Veneto,  you  will  find  the 
Villa  Cipriani.  Once  the  home  of  Robert  and  Elisabeth  Browning. 

But  perhaps  the  most  literary  of  our  hotels  is  the 
Meurice,  which  borders  the  Tuileries  in  Paris. 

For  more  than  thirty  years,  its  renowned  restaurant 
served  as  headquarters  to  France's  most  noted  literary  circle. 

An  era  immortalised  in  Fargue's  "Les  Pietons  de  Paris'.' 
And  commemorated  by  the  portrait  of  its  Patron,  Florence 
Gould,  which  presides  over  diners  to  this  day. 

If  you  are  a  person  more  attracted  by  the  beauty  of  a 
traditional  building  than  the  sterility  of  a  tower  block, 
consider  a  Ciga  Hotel  next  time  you  travel. 

There  are  currently  36  to  choose  from,  with  room  rates 
much  the  same  as  ordinary  five  star  hotels. 

To  obtain  a  brochure  describing  them  all,  simply  fax 
your  letterhead  or  business  card  to  New  York  212-421  5929. 
Alternatively,  telephone  New  York  212-935  9540. 
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"Fm  fast  on  my  feet."  One  of  boxing  great 
Muhammad  All's  more  famous  slogans  back  in  the 
1960s.  But  almost  30  years  later  it  well  describes 
the  21  companies  (see  table)  profiled  in  this  issue  as 
America's  most  nimble. 

Fast-on-your-feet  wasn't  so  necessar\'  in  the 
recent  past.  Big,  hierarchical  organizations  had 
certain  advantages  of  scale  and  of  integration,  and  if 
someone  else  beat  them  to  market,  no  matter.  They 
would  slowly  swing  into  ac- 
tion and  crush  the  interlop- 
er. True,  giant  companies 
had  a  life  cycle,  founded  by 
entrepreneurs,  growing 
into  large,  efficient  firms 
and  then  slowly  decaying 
o\er  decades. 

In  the  1990s  you  can  go 
from  market  dominance  to 
decay  in  a  couple  of  years. 
Only  the  nimble  can  avoid 
that  fate.  Being  nimble 
means  avoiding  multiple 
layers  of  management, 
keeping  close  to  your  cus- 
tomers and  putting  a  pre- 
mium on  quality  and  ser- 
vice. Nimble  firms  antici- 
pate new  markets  and 
eliminate  time-wasting 
steps  from  product  devel- 
opment, manufacturing 
and  marketing  (see  related 
story,  p.  60).  They  are  fanat- 
ical about  keeping  costs 
down  because  the  low-cost 
producer    can    sun'ive    al- 
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The  nimble  21 

Industry 

Company 

Survey  page 

Aerospace  &  defense 

Loral 

96 

Business  services  &  supplies 

Automatic  Data  Processing 

98 

Capital  goods 

Emerson  Electric 

102 

Chemicals 

Rohm  &  Haas 

106 

Computers  &  communications 

Advanced  Micro  Devices 

114 

Construction 

Vulcan  Materials 

120 

Consumer  durables 

Chrysler 

124 

Consumer  nondurables 

Church  &  Owight 

130 

Electric  utilities 

San  Diego  Gas  &  Electric 

134 

Energy 

Schiumberger 

138 

Entertainment  &  information 

Viacom 

142 

Financial  services 

NationsBank 

146 

Food  distributors 

Winn-Dixie  Stores 

152 

Food,  drink  &  tobacco 

Dibrell  Brothers 

156 

Forest  products  &  packaging 

Louisiana-Pacific 

160 

Health 

Schering-Plough 

162 

Insurance 

Cincinnati  Financial 

166 

Metals 

Oregon  Steel 

170 

Retailing 

Vl/algreen 

172 

Transport 

Roadway  Services 

176 

Travel 

Circus  Circus  Enterprises 

178 

most  any  onslaught. 

How  did  we  identify'  the  companies  we  though 
most  nimble  in  their  industries.^  Our  statistic 
department  provided  computer  reports  identifA'ini 
firms  with  the  best  gains  in  measures  such  as  returi 
on  equitx',  profit  margins  and  profits  per  emploNcc 
The  next  step  was  mixing  statistics  with  judgment- 
based  on  interviews,  research  and  experience. 
Chr\'sler  Coip.,  for  instance,  didn't  pop  up  on  tof 
of  our  computer  search  foi 
the  best  durable  goods  firiv 
because  it  has  gone  througi' 
hard  times.  But  sometime; 
hard  times  reveal  who  is  tru 
ly  nimble,  and  Chrj'sler  ha#tc 
emerged  with  some  of  the 
most  advanced  and  compct 
itively  priced  car  lines  in  the 
world. 

In  a  totally  different  busi- 
ness, Circus  Circus  Enter- 
prises was  picked  by  oui 
computer — and     by     our 
writer — as  the  nimblest  in 
the  travel  industn'.  It  wa» 
one  of  the  first  outfits  to' 
identify    and    exploit    the 
market  for  theme- based  c.i 
sino   hotels   for   low-    anJ 
middle- income     gamblers. 
Its  two-year-old  castle-mo 
tif  Excalibur  in  Las  Vegas 
will  soon  be  joined  by  Fu\ 
or,  a  resort  styled  like  .n 
Egyptian    pyramid,    ('oni 
petitors    are    following    m 
their  footsteps. 
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Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

latest 

12  mos 
% 

Return  on  equity 

5-year         latest 
average       12  mos 

%              % 

Return  on 
capital 
latest 
12  mos 

% 

Debt/ 
capital 

% 

Sales 

5-year 
average 

% 

Earnings  per  share 

latest 

12  mos 

$mil 

latest 

12  mos 

$mil 

latest 
12  mos 

% 

5-year         latest 

average       12  mos 

%              % 

Profitability 

LetLirn  on  equity  is  calculffeci  Dy  taKing  primaiy  carn- 
igs  per  share  and  dividing  it  by  common  shareholders' 
quity  per  share  at  the  start  of  the  fiscal  year.  In  calculat- 
ig  common  equity,  we  assume  that  all  convertible  pre- 

rred  stock  is  conxerted  into  common.  The  liquidation 
alue  of  nonconvertible  preferred  shares  is  subtracted 
om  total  stockholders'  equity.  Net  income  and  earn- 
igs  per  share  include  gains  or  losses  from  discontinued 
perations  but  exclude  extraordinaiy  items  like  tax-loss 
arn,'fonvards. 

Five-year  average  return  on  equity  is  calculated  with  a 
lodified  version  of  the  sum-of-the-years  digits  method, 
'his  gives  greater  importance  to  recent  results.  If  a  firm 
jst  money  during  any  fiscal  year  but  started  that  year 
Axh  positive  equity,  we  calculated  the  percentage  lost  on 
quity  and  factor  this  result  into  our  equation  for  that 
tun  ear.  Companies  were  penalized  for  the  years  in  which 
hey  haci  negati\'e  equity.  If  a  company  shows  a  return  on 
quity  exceeding  100%  in  a  given  year,  this  \'alue  is 
utomatically  scaled  back  to  100%. 

For  return  on  capital,  FoRBHS  divides  a  firm's  total 
apitalization  into  the  sum  of  three  items — afi:ertax  prof- 
cs,  the  amount  remaining  if  the  interest  paid  on  long- 
crm  debt  were  taxed  and  minority  interest.  Most  compa- 
res (except  for  electric  utilities)  don't  report  interest 
xpense  on  long-term  debt.  In  such  cases  we  estimate  the 
nterest  expense  figure  for  the  latest  12-month  period. 
Ve  assume  a  34%  corporate  tax  rate  to  compute  the  tax 
)reak  derived  from  interest  expense.  We  define  total 
apitalization  as  long-term  debt,  common  and  preferred 
quit)',  deferred  taxes,  inxestment  tax  credits  and  minor- 
ty  interest  in  consolidated  subsidiaries. 
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Growth  rates 

Ve  use  the  least-squares  method  to  calculate  sales  and 
:arnings  growth  rates.  This  equation  adjusts  for  sharp 
luctuations  and  yields  a  result  that  closely  reflects  the 
iverage  rate  of  growth.  Example:   During  a  four-\'ear 

a  >eriod  a  firm's  earnings  go  from  50  cents  to  $  1 .25,  then  to 
2.50  and  finally  to  $2.75  in  the  last  year.  That's  a  150% 
ump  from  the  first  year  to  the  second,  100%  in  the  third 
.nd  a  10%  increase  in  the  fourth  year.  Least-squares  sa\'s 
hat  on  average,  earnings  grew  by  78.7%  ($0.50  x  1 .787  x 
.787  X  1.787).*  If  you  do  the  math  yourself,  you'll  get 

1  12.85  instead  of  $2.75  in  the  fourth  year.  That's  because 
he  regression  formula  comes  up  with  a  result  that  best  fits 
he  year-to-year  change  for  all  four  years,  not  just  between 
he  first  and  last  year. 
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There's  one  limitation  to  the  least-squares  method.  It 
can't  handle  negative  values.  If  earnings  are  negative  at  the 
beginning  of  the  period,  we  calculate  the  growth  rate  for  a 
shorter  period,  starting  with  the  first  positixe  year.  If  a 
company  lost  money  during  the  middle  of  a  measuring 
period,  Forbks  dropped  the  year  from  the  calculation  and 
measured  the  growth  rate  ox'er  the  remaining  positixe 
periods.  Our  assumption:  that  a  single  loss  may  not  be 
representative  of  long-term  performance.  If  a  firm  lost 
money  in  more  than  one  year,  however,  the  five-year 
growth  rate  is  not  calculated  and  the  result  is  listed  as  not 
meaningful  (NM). 

Our  computer  checked  all  growth  rates  with  a  compari- 
son method  to  see  if  the  earnings  pattern  made  logical 
sense.  Here's  an  extreme  hypothetical  case:  If  a  company's 
earnings  go  from  $2.50  in  the  first  year  to  1  cent  in  the 
second,  $4.50  in  the  third  and  25  cents  in  the  fourth  year, 
the  resulting  growth  rate  is  -7.7%.  This  does  a  terrible  job 
of  describing  year-to-year  changes,  so  we  marked  such 
fluctuating  earnings  patterns  as  not  meaningful. 

Time  periods 

The  five-year  growth  rates  we  use  require  six  years'  worth 
of  data.  These  rates  are  based  on  latest  fiscal  year-end 
results.  All  growth  rates  coxering  a  period  of  less  than  five 
years  are  footnoted.  When  the  range  of  available  data  is  less 
than  four  years,  we  marked  it  as  not  available  (NA). 

Latest  12-month  comparisons  are  between  the  most 
recent  four  quarters  and  the  comparable  quarters  the 
previous  year.  Sales,  net  income  figures  and  profit  margins 
are  measured  over  the  latest  12  months.  Debt  as  a 
percentage  of  total  capital  is  based  on  the  most  recent 
balance  sheet. 


Definitions 

Forbes  defines  sales  as  net  sales  plus  other  operating 
revenue.  For  banks,  sales  is  total  interest  incon\e  plus  other 
operating  income.  Sales  for  insurance  companies  includes 
premium  income  plus  net  imestment  and  other  income. 
Debt  as  a  percentage  of  capital  is  long-term  debt,  includ- 
ing capitalized  leases,  divided  by  total  capitalization. 

Medians  are  calculated  by  listing  the  companies  in  rank 
order  and  selecting  the  value  of  the  middle  company.  If 
there  is  an  exen  number  of  firms,  the  median  is  derix'ed  by 
axeraging  the  data  on  the  two  middle  companies.  The  all- 
industiy  median  is  based  on  the  median  of  the  21  individ- 
ual industiy  medians.  All  companies,  including  those  with 
negatix'e  x'alues,  are  ranked  in  calculating  the  industry' 
median,  except  for  those  marked  NA.  ^M 
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Aeirospace  &  defense 

Consolidation  among  defense  suppliers 
seems  finally  to  have  begun  in  earnest. 


By  Howard  Banks 

The  number  of  players  in  the  defense  indusm'  is  shrink- 
ing— a  healthy  development  in  a  business  faced  with 
shrinking  demand.  Lockheed  bought  General  Dynamics' 
Fort  Worth  fighter  operation  for  $1.5  billion.  General 
Hlectric  sold  its  aerospace  operation  (but  not  its  profitable 
jet  engine  division)  in  November  to  Martin  Marietta  for 
S3  billion  plus  23%  of  Marietta's  stock.  In  December  FMc:, 
in  effect,  took  control  of  Harsco's  military'  vehicle  opera- 
tion. It  seems  likely  that  manufacturing  will  be  moved 
from  FMC's  high-cost  California  plants  to  Harsco's  lower- 
cost,  modern  Pennsylvania  plant.  Earlier,  Loral  acquired 


i.TV's  missile  business  (see  box).  The  Federal  Trade  Com- 
mission created  an  exceptic^i  to  this  trend  when  it 
scotched  the  proposed  merger  of  munitions  makers  Al- 
liant  TechSystems  and  Olin  Corp.  as  anticompetitive. 

Despite  the  ftc's  action,  expect  more  mergers  and 
acquisitions  as  procurement  spending  declines.  Defense 
outlays  (meaning  actual  spending)  in  1993  dollars  were 
$75  billion  in  1992,  down  from  a  peak  of  $96  billion  in 
1987.  Hxpectations  are  that  thev  will  slowiv  decline  to  $55 
billion  by  1995. 

Defense  sector  employment  is  also  falling.  At  under  1 . 1 


The  sincerest 
form  of  flattery 

A  few  years  ago,  when 
Bernard  L.  Schwartz,  chair- 
man and  chief  executive 
of  Loral  O^p.,  began  buy- 
ing defense  industiy  as- 
sets, he  says  he  was  looked 
upon  as  a  contrarian.  No 
longer.  "I  take  it  as  the  sin- 
cerest  form  of  fiatteiy  that 
industrx'  leaders  such  as 
Jack  Welch  of  ciH  are  \'ali- 
dating  our  strategy."  He 
means  that  in  throwing 
tin's  defense  businesses  into 
Martin  Marietta,  Welch  is 
joining  the  consolidation 
parade  that  Schwartz 
started  years  ago. 

Schwartz  took  advan- 
tage of  investor  skepticism 
about  defense  stocks  to 
buy  such  assets  relatively 
cheaply.  "It  was  a  buyer's 
market,"  and  he  insists  it 
still  is.  "The  industry  has 
a  long  wav  to  go  before  this 
rationalization  even  ap- 
proaches some  degree  of 
stabilit)'." 

Acquisitions  and  smart 
management  have  enabled 
Loral  to  report  increased 
quarter-to-quarter  earn- 
ings for  8 1  consecutive 
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quarters.  0\er  the  past  20 
years  per-share  earnings 
haxe  grown  at  an  average 
annual  rate  of  28%. 

Loral  remains  a  high- 
technology  defense  suppli- 
er (78%  of  sales).  But 
since  1985  Loral  has  added 
to  its  original  business  of 
electronics  warfare  (identi- 
fx'ing  threats  and  provid- 
ing countermeasures).  Its 
largest  acquisiticMis  have 
been  in  advanced  militar\' 
communications  and  in- 
telligence and  training. 

Missiles  are  now  part  of 
Loral's  arsenal,  thanks  to  its 
$244  million  acquisition 
last  August  of  I  rv's  missile 
business.  Loral  already 
has  a  contract  with  the 
Armv'  to  upgrade  the 
guidance  system  used  on 
i.rv's  Multiple  Launch 
Rocket  System. 

Schwartz  is  also  mov- 
ing to  commercialize  space. 
Much  of  the  assets  ac- 
quired in  1990  from  Ford  , 
Aerospace  are  now  in  a 
new  company.  Space  Sys- 
tems/Loral. Loral  holds 
5 1  %;  the  rest  is  shared  by 
Alcatel  and  Aerospatiale 
of  France,  Alenia  of  Italy 
and  DASA  of  Germany. 


Bernard  L.  Schwartz,  head  of  Loral  Corp. 
Rationalization  has  a  long  way  to  go. 


Loral  gains  technology, 
market  access  and  cost 
sharing  from  this 
partnership. 

"You  don't  have  to 
own  1 00%)  of  a  growth  busi- 
ness to  make  it  worth- 
while, provided  you  have 
responsibility  for  opera- 
tions and  especially  control 
the  technology,"  says 
Schwartz.  This  group  is  de- 
veloping a  $1  billion 
worldwide  cellular  phone 
service  that  will  operate 


with  local  telephone 
companies. 

Schwartz,  67,  admits  ■ 
he's  the  architect  of  Loral's 
strategy  but  denies  the 
company  is  a  one-man 
band.  "It's  a  well-oiled 
team  with  consistent,  well 
articulated  goals,"  he 
says.  Such  goals  may  soon 
be  shared  by  other  de- 
fense contractors:  "I'm  not 
going  to  sit  on  our  cash. 
My  instinct  is  to  use  it  for 
acquisitions."      -H.B.  Hi 
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illion  jobs,  aerospace 

(about  one-third  of  the  defense 

thinning.  The 

collectixe  backlog  for  the  four 

biggest 

idget)  is  alread)'  down  20%  from  its  peak  in  1989. 

manufacturers  (Boeing,  McDonnell  Douglas,  and   Hu- 

The  new  realities  are  also  hitting  home  at  NASA.  Follow- 

rope's  Airbus  Industrie  and  Fokker)  is  now  down  to  SI 60 

J   g  the  DiseoN'en'  mission  in  December,  the  military  will 
B^longer  use  the  shuttles  to  launch  satellites.  And  there  is 

billion.  Some  airlines  are  postponing  deli\eries,  and  a  few- 

airlines,  such  as  Northwest  in  December,  ha\e 

actually 

ounting  political  pressure  to  cut  spending  on  the  $30 

canceled  some  orders.  New  orders  have  been  sparse. 

llion  space  station  program. 

The  big  question  now  in  the  airliner  market 

is  what 

One  of  the  few  areas  where  spending  is  increasing  is  in 

happens  to  McDonnell  Douglas.  Following  the  co 

1  lapse  of 

itimissile  defense  via  land-based  rather  than  space-based 

its  attempted  joint  venture  with  the  Taiwanese,  it  had  to 

capons.  Lockheed,  Loral  and  others  share  a  $688  million 

put  its  proposed  MD-12  design  on  ice.  It  is  also  ha\ing 

mil  .-velopment  program  awarded  in  September  for  a  battle- 

difficulty  getting  new  orders  for  its  existing  MD- 1 1  update 

1  ii  .-Id  system  able  to  defend  a  200-mile  radius.  A  ground- 

of  the   DC- 10.   Moreover,  if  it  is  to  remain 

a  viable 

\i  ised  antimissile  system  capable  of  defending  the  conti- 

competitor,  it  will  soon  be  faced  with  in\esting  in  a 

:ntal  U.S.  is  expected  to  move  forward  during  1993. 

replacement  design  for  its  somewhat  dated  MD-80  range 

and   The  cushion  formerly  provided  by  the  airliner  market  is 

CllSE 

of  short-  to  medium-range  jets. 

" 

1  Aerospace 
|j&  defense 

Profitability 

Growth 

Net 
Sales     income 

Profit 
marifin 

^^^^Bl^^^l 

1    ^^ 

Return  on  equity 

Return  on 
capital 

Sales 

Earnings  per  share 

1       ^^^^^Br 

5-year         latest 

latest         Debt/ 

5-year         latest 

5-year         latest 

latest         latest 

latest 

1 

average       12  mos 

12  mos       capital 

average       12  mos 

average       12  mos 

12  mos       12  mos 

12  mos 

■  Company 

%              % 

%               % 

%              % 

%               % 

$mil           $mil 

% 

Teledyne 

28.4          13.9 

9.8           46.2 

NM           -8.5 

NM             D-P 

2,990            64 

2.1 

Martin  Marietta 

24.8          17.8 

13.1           22.9 

5.1             3.6 

12.0           -1.7 

6,175          314 

5.1 

Raytheon 

23.1          18.6 

18.6             0.7 

5.4           -2.3 

11.8             5.8 

9,092          623 

6.9 

General  Electric 

20.4          21.5 

13.0           50.3 

7.3             3.3 

16.9             6.7 

61,916      4,647 

7.5 

GlenCorp 

20.4          17.3 

9,6           63.3 

-5.3            3.9 

-18.0           27.5 

1,993            37 

1.8 

Seeing 

18.3          20.5 

17.9           12.8 

14.9             6.5 

24.5           12.8 

30,440       1,661 

5.5 

Precision  Castparts 

17.7          14.2 

13.0             4.2 

11.2           -5.5 

8.6           27.6 

536            45 

8.4 

Teleflex 

17.7          14.4 

11.0           33.1 

17.4           20.7 

12.2             4.6 

554            31 

5.6 

fhiokol 

16.8          17.4 

12.3           22.5 

7.1             4.7 

13.4           11.4 

1,311            63 

4.8 

'.oral 

16.4          13.3 

10.5           28.3 

27.1             3.4 

9.1           10.1 

2,925          140 

4.8 

1  E-Systems 
l|  Rockwell  IntI 

16.3          15.6 

14.2             9.3 

12.4             8.5 

11.1           10.4 

2,085          118 

5.7 

15.5          11.8 

9.2           17.7 

-1.5           -8.5 

-2.4         -16.0 

10,910          483 

4.4 

^   Sundstrand 

15.1          13.5 

9.0           46.3 

3.8             0.7 

NM           -0.8 

1,667            93 

5.6 

Northrop 

13.7          18.9 

15.1           22.4 

-0.9           -0.8 

NM           46.6 

5,603          225 

4.0 

Harsco 

13.1          19.5 

16.7           19.1 

12.1           -3.5 

NM           35.7 

1,797            94 

5.2 

ockheed 

12.8          11.3 

10.2           31.3 

-1.9           -0.8 

-6.4           10.8 

9,939          332 

3.3 

,  Jtton  Industries 

12.1          13.6 

€.8           32.9 

4.4             6.5 

NM         169.2 

5,699          176 

3.1 

jtf  General  Dynamics 

11.4         42.4 

36.5           12.4 

NM         -20.4 

NM             D-P 

7,175          807 

11.3 

1  Textron 

11.3          10.9 

7.7           72.0 

3.6             2.9 

1.6           11.0 

8,204          330 

4.0 

1  Kaman 

10.0            8.5 

7.3           32.7 

5.6           -1.1 

-8.1           -6.0 

782            17 

2.2 
2.9 

Grumman 

•  9.4          10.6 

7.9           29.6 

3.6           -7.4 

7.1t         14.7 

3,674          105 

McDonnell  Douglas 

9.1            7.4 

6.7           49.4 

7.0           -0.3 

NM           35.0 

17,748          286 

1.6 

Allied-Signal 

7.5          17.5 

11.9           31.0 

1.0             0.2 

NM             DP 

11,994          527 

4.4 

UNC 

6.3            8.4 

8.6           44.6 

-8.6            2.6 

-11.1           79.5 

365            12 

3.3 

Oshkosh  Truck 

6.0            5.0 

5.5           35.9 

2.2           54.1 

NM             DP 

607              6 

0.9 

Hexcel 

5.1            2.8 

3.8           37.2 

5.1             1.9 

-25.1           12.2 

395              4 

1.0 

Fairchild 

4.5            def 

2.8           69.2 

8.8           -5.2 

NM            D-D 

487          -18 

def 

Sequa 

4.3            def 

3.0           50.4 

33.9           -1.5 

NM             D-D 

1,910              0 

0.0 

.  Rohr 

3.9            def 

3.0           51.6 

14.0         -10.8 

NM             P-D 

1,239 

def 

J  ■  United  Technologies 

3.4            def 

de'          25.4 

6.4             2.9 

NM             P-D 

21,663        -807 
313              3 

def 
1.0 

SPS  Technologies 

2.7            1.7 

3.0           24.3 

2.0         -23.5 

-10.1             DP 

GM  Hughes  Electronics 

2.4            0.0 

0.3             7.4 

2.5             5.1 

NM         -97.3 

11,921              8 

0.1 

ESCO  Electronics 

def           0.3 

0.6             0.0 

-7.5         -15.6 

NM             D-P 

406              1 

0.3 

Wyman-Gordon 

def            def 

def             0.4 

3.9         -19.6 

NM             D-D 

311          -84 

def 

■     Avondale  Industries 

def            def 

def           43.8 

9.9         -19.5 

NM             D-D 

643        -124 

def 

Talley  Industries 

def            def 

def           73.0 

NM            3.9 

NM             D-D 

337          -36 

def 

.   Coltec  Industries 

NE            NE 

29.6         229.2 

-1.8           -2.0 

NM           20.8 

1,369            37 

2.7 

Alliant  Techsystems 

NA            9.3 

8.4           31.2 

NM             3.1 

NA              NA 

1,199            17 

1.4 

,,j  industry  medians 

11.3          11.1 

8.9           31.2 

4.1           -0.1 

NM            11.0 

1,952            54 

3.0 

All-industry  medians 

12.2          10.7 

8.8           31.2 

8.1             3.4 

-22.7             7.6           1,383            43 

3.0 

,-    0-D;  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D;  Profit  to  deficit.    P-Z:  Profit  to  zerc 

}.    Z-D:  Zero  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity. 

NM:  Not 

g  meaningful.    *Four-year  average,    f  Three-year  average.    For  further  explanation,  seepage 
■j  Sources;  Forhes;  Msiue  Line  Data  Base  Service  via  Lotus  One  Source. 
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Business  semces  &  supplies 

The  service  industry  is  once  again  profiting 
as  corporations  let  these  cost-efficient  providers 
do  their  dirty  work. 


By  William  Stern 

Companies  like  to  send  out  their  drudgeiy,  and  more  are 
doing  so  e\'er\'  day.  This  is  good  news  for  outfits  that 
pro\'ide  security  guards,  prepare  W-2s,  treat  industrial 
waste  and  do  other  odd  jobs.  Ser\'ice  companies  posted  a 
6.3%  earnings-per-share  gain  in  the  last  12  months,  which 
was  welcome  news  after  two  disappointing  years. 

Why  the  turnaround?  The  senice  companies  are  riding 
what  Merrill  Lynch's  Stephen  McClellan  has  termed  a 
"tidal  wave  of  outsourcing."  Corporations  are  becoming 


less  concerned  that  they  might  lose  control  by  farming  out 
certain  tasks.  Instead,  enlightened  managers  pride  them- 
selves on  intelligent  use  of  outside  contractors.  That's  why 
outsourcing — alreadv  a  S5  billion  industn*' — could  double 
by  1995. 

Last  year  white-collar  executixes  saw  tentative  signs  of 
an  improving  economy  and  realized  that  part-time  help 
was  an  efticient  way  to  handle  increased  demand  without 
making  long-term  hiring  commitments  or  paying  benefits. 


Business 

Net 

Profit 

services 
&  supplies 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Return  on 

Sales 

Earnings  per  share 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year           12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average         mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Business  services 

Rollins 

40.4          35.1 

29.4 

0.0 

7.9 

10.6 

9.9 

20.9 

516 

37 

7.2 

General  Motors  EDS 

29.9          23.4 

19.0 

14.1 

10.7 

22.6 

16.8 

13.3 

8,121 

613 

7.6 

Pinkerton's 

26.5            8.0 

7.5 

33.9 

23.1 

13.7 

NM 

-31.0 

694 

9 

1.3 

Kelly  Services 

23.3            9.9 

9.9 

0.0 

7.2 

14.9 

NM 

-23.0 

1,628 

35 

2.2 

Automatic  Data 
Wackenhut 

22.1          22.3 

18.8 

19.7 

6.2 

12.3 

15.3 

12.6 

2,007 

262 

13.1 

18.9          18.6 

11.6 

49.2 

12.0 

7.8 

20.4 

4.6 

605 

8 

1.3 

Olsten 

18.5          16.5 

12.5 

32.0 

19.8 

18.0 

6.0 

80.3 

930 

19 

2.0 

Equifax 

18.2          21.4 

17.6 

9.9 

13.0 

4.0 

2.2 

59.6 

1,126 

75 

6.7 

Safeguard  Scientifics 

17.5          11.1 

9.2 

52.9 

57.9 

44.4 

10.2 

-14.5 

816 

10 

1.3 

Standex  International 
Shared  Medical  Sys 

14.7          16.2 

11.7 

36.4 

3.3 

3.7 

14.6 

27.3 

491 

23 

4.6 

14.5          15.3 

14.2 

1.7 

2.6 

7.1 

-7.8 

12.0 

462 

28 

6.0 

First  Financial  Mgmt 

14.5          13.9 

9.0 

42.5 

72.8 

16.5 

34.2 

67.5 

1,715 

115 

6.7 

Computer  Sciences 

14.3          11.9 

9.2 

32.8 

15.2 

31.4 

14.7 

8.7 

2,411 

73 

3.0 

American  Building 

12.9          13.2 

12.8 

13.7 

9.0 

6.3 

16.9 

8.3 

769 

12 

1.6 

PHH 

12.5          12.4 

10.6 

76.0 

7.5 

-4.5 

10.6 

9.5 

1,945 

51 

2.7 

Adia  Services 

10.8            5.3 

5.4 

1.0 

20.9 

8.2 

NM 

15.9 

698 

10 

1.5 

AAR  Corp 

10.1            5.0 

4.6 

21.8 

8.1 

-9.7 

-9.2 

-16.4 

413 

10 

2.3 

National  Education 

0.9            6.6 

6.1 

34.1 

6.0 

2.0 

NM 

D-P 

384 

10 

2.7 

Volt  Info  Sciences 

0.7            def 

2.9 

50.7 

2.7 

6.7 

NM 

D-D 

496 

-2 

def 

PS  Group 

def           def 

0.7 

42.6 

-16.8 

-11.1 

NM 

D-D 

253 

-12 

def 

Manpower 

deft          def 

def 

45.1 

37.5* 

8.8 

NM 

D-D 

3,107 

-50 

def 

Ceridian  Corp 
Medians 

NA           def 

def 

210.7 
33.3 

NA 

NA 

NA 

NA 

806 
788 

-31 

def 

14.5          12.1 

9.6 

9.0 

8.2 

6.0 

9.5 

16 

2.3 

Business  supplies 

Deluxe 

28.0          26.7 

23.1 

11.9 

11.9 

3.6 

7.9 

9.2 

1,518 

200 

13.2 

HON  Industries 

26.6          26.3 

21.0 

24.5 

4.7 

13.2 

11.6 

17.3 

688 

40 

5.8 

Minn  Mining  &  Mfg 

20.7          17.7 

16.9 

2.9 

9.8 

2.5 

10.3 

1.7 

13,734 

1,207 

8.8 

Reynolds  &  Reynolds 

20.6          24.7 

12.1 

23.1 

1.9 

7.6 

9.8 

52.6 

645 

38 

5.9 

Chemed 

D-D;  Deficit  to  deficit.     D-P:  Defici 

20.4            9.1 

8.9 

12.9 

NM 

-5.2 

NM 

-65.2 

NA:  Not  avail; 

387 

ibie.    NE;  N 

17 

4.4 
.     NM;  Not 

t  to  profit.    P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    d 

ef:  Deficit. 

egative  equity 

meaningful.    *  Four-year  average,    t 

Three-year  average.    For  furttier  explanat 

ion,  see  page 

95. 

Sources:  Forbes:  Value  Line  Data  Bas 

e  Service  via  Lotus  One  Source. 
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At  Manpower  Inc.,  the  world's  largest  supplier  of  part- 
time  nongovernment  personnel,  rexenues  shot  up  15%  in 
the  first  nine  months  of  1992  compared  with  the  same 
period  of  1991.  Kelly  Semces,  Olsten  Corp.  and  other 
temp  firms  also  benefited. 

Data  sen'ice  companies  are  also  riding  the  boom. 
Although  personal  computer  networks  ha\'e  replaced 
mainframes  at  many  corporations,  the  data  ser\'ice  compa- 
nies offer  expertise  in  areas  such  as  automobile  leasing, 
cash  transfers  and  backup  recoveiy  systems  for  computer 


disasters.  In  the  coming  years  companies  such  as  Shared 
Medical  Systems  and  Computer  Sciences  ('orp.  should 
continue  to  grow,  because  they  haxe  essentialh'  already 
locked  in  substantial  future  revenues  with  long-term 
contracts. 

The  data  senices  industn'  is  currently  expanding  at  a  1 5%- 
to-20%  growth  rate  in  unit  \'olume.  Net  profits  jumped  1 7% 
in  the  12  months  ended  last  September  at  General  Motors' 
Electronic  Data  Systems.  Other  data  processing  firms  that 
have  been  prospering  of  late  include  credit  card  authorizer 


They  malce  money 
paying  us 

Each  pay  period,  15  mil- 
lion American  workers  get 
paychecks  that  don't 
come  from  their  own  firm's 
accounting  department. 
They  come  instead  from 
the  payroll  sendees  of 
Automatic  Data  Process- 
ing, Inc.,  a  company  that 
pays  one -eighth  of  the  U.S. 
work  force.  Last  year  ADP 
issued  29  million  W-2s  for 
the  1991  tax  year.  This 
count  is  sure  to  rise:  Last 
May  ADP  bought  Bank  of 
America's  payroll  opera- 
tion, adding  17,000  cli- 
ents and  gaining  a  stronger 
presence  in  the  California 
market. 

ADP,  based  in  Rose- 
land,  N.J.,  was  cofounded 
by  a  young,  ambitious 
salesman;  some  40  years 
later  that  salesman  is  New 
Jersey's  junior  senator, 
Frank  Lautenberg.  The 
company  just  turned  in  its 
125th  consecuti\'e  quar- 
ter of  double -digit  earn- 
ings-per-share  growth — 
by  far  the  longest  unbroken 
string  of  any  U.S.  public 
company.  ^ 

ADP  doesn't  feel  threat- 
ened by  personal  comput- 
ers in  the  workplace.  "We 
see  PCS  as  a  helper,"  says 
Chairman  and  Chief  Ex- 
ecutixe  Josh  Weston,  64. 
"We  get  cleaner  data 
from  our  clients  [who  col- 
lect data  on  PCs],  yet  they 
simply  can't  perform  the 
fiinctions  we  do." 


Weston  is  on  the  road  a 
good  part  of  the  year.  He 
visits  each  of  ADP's  50- 
plus  locatfons  annually  and 
insists  on  chatting  with 
middle  managers,  not  just 
big  shots.  "We  strive  to 
stay  ahead  of  trends  in  the 
marketplace,"  he  claims. 

ADP  has  a  strong  record 
in  each  of  its  four  core  areas 
of  operation:  payroll, 
brokerage,  auto  dealers  and 
auto  claims  Payroll  pro- 
cessing is  the  largest  busi- 
ness by  far,  accounting 
for  58%  of  ADP's  sales. 

Brokerage  sendees, 
such  as  back-oftice  financial 
recordkeeping,  contrib- 
ute 20%  of  ADP's  revenues. 
ADP  processes  more  than 
20%  of  Wall  Street's  trades. 
Business  is  so  good  that 


the  company  has  a  bacldog 
of  about  6,000  quote  ter- 
minals on  order  that  will  be 
installed  during  the  next 
18  months  at  clients  such  as 
First  Boston  and 
PaineWebber.  Last  Febru- 
an'  the  firm  doubled  its 
prox\'  sendees  and  became 
the  largest  proxider  of 
proxy  senices  in  North 
America  by  purchasing 
the  Independent  Election 
Corp.  of  America. 

The  dealer  sendees 
group  (12%  of  revenues) 
supplies  auto  dealers  w  ith 
terminals  that  are  used  to 
calculate  a  car's  purchase 
price,  monthly  payments  or 
lease  options,  or  to  locate 
a  car  wdth  certain  specifica- 
tions an\'\\diei"e  in  the 
countr}'.  ADP  mo\ed  into 


Josh  Weston 
of  Automatic 
Data  Processing 
"The  best  pole 
vauiter  gets  the 
gold  medal,  but 
not  before 
trying  to 
do  better." 


Europe  last  Januaiy  wdth 
its  purchase  of  Autonom, 
one  of  the  Continent's 
largest  xendors  of  automo- 
tix'e  computing  sendees. 

The  auto  claims  ser- 
xdces  area  amounts  to  only 
5%  of  ADP's  sales,  but  it 
has  the  highest  margins.  It 
prox  ides  computer-based 
repair  estimates,  and  it 
processes  claims  for  one 
out  of  even'  four  insured 
automobile  accidents  in 
the  U.S. 

Gixen  its  record  and  its 
cash  and  marketable  securi- 
ties hoard  of  $792  mil- 
lion, it  is  almost  a  certaint)' 
that  ADP  xxdll  continue 
growdng.  Says  Weston: 
"We're  alxx'ays  looking 
for  another  smart 
buv."  -W.S.  ■ 
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First  Financial  Management  and  payroll  processor  Automat- 
ic Data  Processing  (see  box,  p.  99). 

(x)mpanics  that  treat,  handle  and  transport  other  firms' 
solid  waste  should  benefit  from  the  arrixal  of  the  C^linton/ 
Gore  Administration — w  hieh  is  widely  expected  to  favor 
more  enforcement  of  and  additions  to  enxironmental 
regulations.  Among  the  expected  winners  are  Waste  Man- 
agement, the  nation's  largest  provider  of  waste  manage- 


ment sen  ices,  and  solid  waste  processor  Browning- Ferris 
Industries. 

beamings  per  share  were  up  only  1.7%  in  the  last  12 
months  in  the  business  supply  industiy.  The  global  reces- 
sion was  responsible  for  a  decline  in  ox'erseas  sales  at  Smith 
C'orona,  the  world's  largest  maker  of  electric  tvpewriters. 
New  Hampshire-based  office  supplier  Nashua  Corp.  suf- 
fered from  reduced  paper  demand  and  soft  pricing.      WM 


Business 
services 
&  supplies 


Profitability 

Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Earnings  per  share 


Company 


Pitney  Bowes 
AIco  Standard 
Amer  Business  Prods 
Wallace  Computer  Svcs 
Interface 

Standard  Register 

Comdisco 

Moore  Corp 

Mine  Safety  Appliance 

Diebold 

United  Stationers 
Avery  Dennison 
Nashua 
Herman  Miller 
Xerox 

Anacomp 
AM  International 
Fisher  Scientific 
Smith  Corona 

Medians 

Industrial  services 

JWP 

Safety-Kleen 

Figgie  IntI 

Ogden 

CDI 

CRSS 

Ecolab 

Medians 

Environmental  &  waste 

Waste  Management 

Thermo  Electron 

Browning-Ferris  Inds 

Zurn  Industries 

IntI  Technology 

ICFIntI 

Air  &  Water  Tech 


5-year 
average 

% 


17.6 
16.3 
14.5 
14.2 
12.8 

11.0 

10.5 

10.3 

9.7 

9.0 

8.4 
7.8 
7.8 
7.7 
7.2 

def 
def 
NA 
NA 

10.8 


22.3 
18.4 
13.0 
12.0 
10.7 
3.5 
def 

12.0 


21.6 

13.1 

10.8 

10.2 

2.0 

def 

def* 


Return  on 
latest         capital 
12  latest  Debt/         5-year 

mos         12  mos       capital       average 


17,8 
11.1 
17.4 
12.4 
6.3 

12.1 
3.1 
def 
5.2 

10.2 

6.1 
8.8 
0.8 
def 
7.4 

NE 

def 

22.3 

14.7 

9.7 


def 
9.8 
7.8 
10.2 
0.4 
def 
def 

0.4 


18.2 
11.3 
15.2 
4.6 
def 
def 
def 


11.6 

9.2 

14.7 

11.3 

6.0 

10.8 
4.5 
def 
4.7 

10.6 

5.9 
7.4 
1.3 
def 
8.2 

13.3 

def 

20.1 

12.5 

9.9 


def 
7.2 
6.4 
5.5 
1.5 
def 
def 

1.5 


10.5 
8.9 
9.8 
4.5 
def 
def 
2.7 


31.0 
37.1 
23.4 
6.4 
53.1 

8.0 
59.6 
3.0 
7.8 
0.0 

39.7 
22.4 
15.0 
9.4 
41.5 

95,3 

49.6 

14.8 

9.3 

18.7 


47.5 
33.8 
42,9 
75,3 
36.0 
36.5 
45.9 

42.9 


34.0 
24.6 
42,4 
6,0 
53.9 
47.5 
50.0 


10.9 
6.6 
7.2 
7.8 

33.6 

3.8 
15.3 
4.3 
5.7 
3.8 

7.0 
6.7 
-8.7 
7.1 
6.5 

15.8 

-8.2 

4.9 

NM 

6.6 


59.6 

21.6 

7.3 

16.2 

12.5 

4.0 

8.9 

12.5 


30.0 
20.1 
14.9 
12.3 
15.4 
72.8 
15.5 


latest  latest  latest  latest  latest 


5-year  1 

mos         average         mos  mos  mos  mos 

%  %  %  $mil  $mil  % 


3.6 

3.6 

4.9 

11.5 

-0.8 

-0.4 
1.4 

-3.8 
4.5 
9.3 

15.1 

2.9 

-1.2 

-1.4 

0.2 

-1.0 

-27.9 

9.8 

3.9 

3.2 


31.6 
14.9 
-5.7 
10.5 
5.0 
-3.4 
-4.3 

5.0 


14.5 
9.9 
3.3 
4.6 
-0.6 
10.5 
5.1 


8.0 
NM 
9.7 
5.5 
NM 

-5.7 
NM 

-5.7 
5.9 
NM 

-13.0 

NM 

NM 

NM 

-7.7 

NM 
NM 
NA 
-17.6t 

-13.0 


24.1 
10.6 
NM 
-13.6 
NM 
NM 
NM 

NM 


12.1 
18.6 
-12.3 
NM 
NM 
NM 
NM 


10.8 

-21.8 

31.4 

8.0 

12.3 

124.2 

-71.1 

P-D 

-37,8 

32,6 

10.9 
Z-P 

-86.4 
P-D 

-21.8 

0.0 

P-D 

NA 

-26.3 

1.7 


P-D 

-22.1 

13.8 

33.3 

D-P 

D-D 

P-D 

-22.1 


-2.5 

12,1 

164.3 

-64,3 

P-D 

D-D 

D-D 


3,412 

4,925 

462 

512 

596 

696 

2.205 

2,451 

517 

535 

1,094 

2,643 

532 

820 

18,009 

629 
619 
808 
366 

692 


4,227 
765 
1,195 
1,708 
833 
459 
987 

987 


8,468 
880 

3,287 
649 
420 
755 
690 


Medians 

10.2 

4.6 

4.5 

42.4 

15.5 

5.1 

NM 

-64.3 

755 

Industry  medians 

12.8 

9.9 

8.9 

33.3 

.8.1 

4.9 

-10.7 

6.3 

788 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

320 
96 
21 
39 
13 

40 
20 
-169 
14 
41 

11 

79 

1 

-3 

493 

18 

-125 
24 
13 

23 


-217 

47 

30 

48 

0 

-21 

-205 


765 
56 

176 
11 

-14 
-9 
-2 

11 

20 

43 


9.4 
1.9 
4.5 
7.7 
2.1 

5.7 
0.9 
def 
2.8 
7.6 

1.0 
3.0 
0.2 
def 
2.7 

2.9 
def 
3.0 
3.5 

3.0 


def 
6.1 
2.5 
2.8 
0.1 
def 
def 

0.1 


9.0 
6.4 
5.3 
1.7 
def 
def 
def 

1.7 

2.7 

3.0 


D-D:  Deficit  to  deficit.     D-P;  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z;  Deficit  to  zero.    Z-P:  Zero  to  profit,    def:  Deficit. 

meaningful.    'Four-year  average,    tltiree-year  average.    For  furttier  explanation,  see  page  95. 

Sources:  Forbes-.  Value  Line  Data  Base  Service  via  Lotus  Sources:  Forbes:  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


NA:  Not  available.    NE:  Negative  equity.    NM:  Not 
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totroducing  the  single  best 
^[way  to  buy  Mutual  Flinds. 

"This  is  simply  our  most  revolutionary  service  since 

W6  WltTOQZlCGCi  (MSCOUTlt  UTOKETQQB,  CharlesRSchwat,  chairman 


In  one  innovative  stroke,  Charles  Schwab  now  brings 
you  89  well-known  mutual  funds  with  no  loads,  no 
account  fees,  no  transaction  fees  and  no  commissions* 

The  Advantage  is  Price. 

You'll  pay  no  fees  to  buy  or  sell  these  funds,  every 
penny  of  your  investment  dollar  goes  to  work  for 
you  immediately. 

The  Advantage  is  Simplicity. 

Now,  it's  possible  to  invest  in  funds 
from  multiple  fund  companies  with 
one  phone  call.  What's  more,  with 
Schwab  you'll  enjoy  24- hour 
access  to  mutual  fund  specialists. 
And  no  matter  how  many 


funds  you  choose  you'll  receive  a  single,  easy-to- 
understand  statement. 

The  Advantage  is  Selection. 

Top  performing  funds  usually  don't  cluster  in  one 
fund  company.  But,  at  Schwab,  no  matter  what  your 
investment  objective— from  aggressive  growth  to  capi- 
tal preservation— you  can  buy  and  sell  89  funds  with 
proven  track  records  from  a  wide  variety  of  com- 
panies.** So,  if  you're  a  mutual  fund  investor, 
maybe  it's  time  to  come  to  Schwab. 

Stop  in  to  your  local  Schwab  office  or  call 

1-800-442-5111  Ext.  403 

Choose  from  89 

no-load  funds  from 

well-known  companies 

including: 

•  Janus 

•  INVESCO's  Financial 

•  Founders 

•  Schwab 

•  Dreyfus 

•  Berger 

•  SteinRoe 

•  Neuberger  &  Berman 


Helping  Investors  Help  Themselves" 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 
*  Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds.  Shares  purchased  without 
such  fees  may  always  be  sold  without  transaction  fees.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  in  a  12  month  period,  you  will  be 
charged  transaction  fees  on  your  future  mutual  fund  trades.  A  short-term  redemption  refers  to  the  sale  of  mutual  fund  shares  held  for  6  months  or  less. 
"Past  performance  is  not  indicative  of  future  results.        Charles  Schwab  &  Co,  Inc.  ©  1992  Member  SIPC/NYSE 


^  Capital  goods 


Business  improved  a  bit  for  some  makers 
of  capital  goods.  That  was  good  news, 
considering  this  industry's  long  slump. 


By  Brigid  McMenamin 

The  battered  capital  goods  industn'  is  finally  starting  to 
improx'c.  Shipments  finished  with  an  estimated  3.3%  gain 
over  1991. 

Smith  Barney  analyst  Tobias  Levkovich  points  out  that 
U.S.  industiy  may  ha\'e  deferred  capital  spending  in  hopes 
of  cashing  in  on  a  Clinton  inxestment  tax  credit.  He 
calculates  that  a  10%  tax  credit  might  increase  overall 


spending  on  industrial  equipment  this  year  by  20%. 

Foreign  sales  make  up  o\er  one-third  the  sales  of  many 
of  the  capital  goods  makers.  In  the  first  nine  months  of 
1992  exports  increased  4%,  compared  with  the  same 
period  a  year  earlier.  So  for  a  full-blown  reco\'en'  to  take 
place  this  year,  exports  will  ha\e  to  increase  much  fister. 

Sales  of  electrical  transformers  and  electrical  distribu- 


Capital  goods 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings 

per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12mos 

12mos 

12mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Electrical  equipment 

MagneTek 

34.0 

16.1 

9.7 

68.9 

13.0 

9.4 

48.2 

-17.6 

1,272 

29 

2.3 

Premier  Industrial 

29.0 

25.6 

24.4 

1.7 

6.7 

3.1 

12.6 

11.8 

652 

82 

12.5 

Mark  IV  Industries 

26.2 

12.3 

9.2 

58.8 

31  1 

11.9 

20.9 

-7.0 

1,189 

40 

3.4 

Emerson  Electric 

20.5 

20.4 

18.4 

11.3 

4.4 

3.8 

7.8 

4.6 

7,706 

663 

8.6 

General  Electric 

20.4 

21.5 

13.0 

50.3 

7.3 

3.3 

16.9 

6.7 

61,916 
770 

4,647 
94 

7.5 

12.1 

Hubbell 

19.7 

17.7 

16.9 

0.5 

6.6 

3.1 

10.8 

4.0 

Honeywell 

17.9 

26.0 

20.2 

20.5 

5.9 

1.2 

NM 

45.9 

6,228 

481 

7.7 

WW  Grainger 

17.1 

15.7 

14,9 

1.2 

12.7 

11.7 

10.9 

8.5 

2,286 

136 

6.0 

Genlyte  Group 

12.2t 

2.6 

4,9 

63.9 

NM 

-2.5 

-29.4 

-7.7 

424 

2 

0.4 

National  Service 
Andrew 

11.7 
10.7 

11.3 
11.5 

9,6 
10.6 

3,5 
18,1 

4.3 
15.7 

2.0 

-8.4 

130.8 
14.5 

1,634 
442 

74 
25 

4.5 
5.7 

6.2 

37.7 

Valmont  Industries 

10.6 

def 

0.4 

35.7 

8.9 

-5.6 

NM 

P-D 

418 

-4 

def 

Willcox&Gibbs 

9.0 

4.0 

5.2 

48.8 

19.6 

-20.9 

-24.7 

200.0 

468 

5 

1.0 

Imo  Industries 

7.4 

del 

def 

52,5 

27.5 

-8.8 

-15.8 

P-D 

943 

-52 

def 

Westinghouse 

3.5 

11.5 

7,0 

48.5 

2.9 

-5.0 

NM 

D-P 

12,428 

399 

3.2 

General  Cable 

Medians 

Heavy  equipment 

NA 
17.1 

NA 

NA 

49.9 

9.0* 

-8.6 

NA 

NA 

958 

-140 

def 
4.0 

12.3 

9.7 

42.1 

8.1 

2.5 

7.8 

6.7 

1,074 

57 

Stewart  &  Stevenson 

21.2 

14.8 

13,3 

13.6 

22.9 

14.9 

24.2- 

20.3 

754 

39 

5.2 

Federal  Signal 

20.5 

20.1 

18.0 

8,8 

10.7 

11.0 

23.4 

11.0 

508 

33 

6.6 

Nacco  Industries 

13.3 

6.3 

6,8 

61.7 

25.8 

4.5 

-5.8 

127.3 

1,431 

22 

1.6 

Ingersoll-Rand 

12.4 

9.5 

7.9 

17.0 

7.1 

0.2 

12.3 

9.9 

3,626 

155 

4.3 

Harnischfeger  Inds 

11.3 

9.3 

8.9 

24.6 

18.8 

-15.7 

41.2* 

-13.2 

1,411 

55 

3.9 

Trinity  Industries 
Deere  &  Co 
Terex 
Caterpillar 
Interlake 

Tenneco 
Clark  Equipment 
McDermott  IntI 
Allied  Products 

Medians 


10.4 

7.9 

8.4 

def 

7.5 

def 

3.7 

def 

3.5 

NE 

7.2 
1.1 
def 
def 
10.7 


51.4 
48.9 
69.7 
51.0 
132.8 


3.2 

8,3 

5.9 

59.7 

1.0 

def 

def 

29.7 

def 

14,5 

9.0 

42.3 

def 

def 

def 

17.9 

7.9 

7.1 

7.0 

45.6 

21.4 

12.7 

46.5 

8.1 

NM 

-0.9 

6.4 

■   3.8 

NM 


6.5 
-3.5 
10.9 
-5.4 
-2.3 

-3.1 
-28.3 

-9.9 
-13.1 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero, 
meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  95. 
Sources:  Forbes;  Value  Lme  Data  Base  Service  via  Lotus  One  Source. 


9.4  -2.7 

Z-P:  Zero  to  profit. 


2.2 

def 
def 
def 
def 

1.7 
def 
3.0 

def 

NM  -A.2  1.379  26  1.6 

def:  Deficit.    NA:  Not  available.    NE;  Negative  equity.    NM:  Not 


24.3 

4.9 

NM 

P-D 

NM 

D-D 

NM 

D-D 

NM 

D-D 

NM 

D-P 

NM 

D-D 

NM 

D-P 

NM 

D-D 

1.347 

29 

6,967 

-48 

902 

-52 

9,918 

-480 

706 

-13 

13,468 

231 

906 

-56 

3,185 

95 

331 

-28 

1,379 

26 
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Wred  for 
profits 


Emerson  Electric's 
Charles  Knight 
An  ability 
to  quicldy 
develop  new 
products  that  are 
better  than  the 
competition's. 


In  the  volatile  capital 
goods  industry'  Emerson 
Electric  Co.  is  something 
special.  The  St.  Louis- 
based  firm  recently  re- 
ported its  35th  consecutive 
year  of  record  earnings. 
Chief  Executive  Officer 
Charles  Knjght,  56,  who 
has  been  at  Emerson's  helm 
for  almost  two  decades, 
has  presided  over  more 
than  half  of  this  amazing 
winning  streak. 

Knight  likes  to  keep  a 
low  profile.  Who  knows 
that  he  runs  the  world's 
largest  manufacturer  of 
electric  motors?  Or  that 


^ 

^ 

^3 

hK^  ■  m4 

\ 

^^^■Hj^'^       -'^^^l 

1 

1 
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more  than  80%  of  Emer- 
son's products  are  first  or 
second  in  their  domestic 
markets.^  Besides  motors, 
Emerson  manufactures 
compressors,  industrial 
machineiy,  and  heating, 
ventilation  and  air  condi- 
tioning comoonents. 

Knight  atti.'butes 
much  of  Emerson's  success 
to  keeping  a  close  eye  on 
the  market — and  moxing 
quickly  when  something 
happens.  In  1989,  for  ex- 
ample, a  rixal  introduced 
a  low-cost  thickness 
gauge — a  hand -held  so- 
nar device  used  to  measure 


the  width  of  things  like 
metal  turbine  blades.  Em- 
erson rolled  out  its  ver- 
sion in  just  72  days.  The 
ne\\'  Emerson  gauge  cost 
20%  less  than  the  previous 
model  yet  was  more  prof- 
itable. Easier  to  use  and 
more  reliable  than  the 
competition's,  the  Emer- 
son gauge  was  a  bestseller 
within  a  year. 

But  Emerson  also 
spends  big  bucks  to  im- 
prove manufacturing 
processes  and  introduce 
new  products.  The  big- 
gest investment  to  date: 
$140  million  on  a  contin- 


uous-flow, spiral-chamber 
refrigeration  compressor. 
The  new  compressor  has  al- 
ready recorded  sales  of 
$240  million  and  is  up  to 
15%  more  energy-effi- 
cient than  the  old  piston- 
based  reciprocating 
compressor  it  replaces. 

Acquisitions.'  Last 
year's  $1.28  billion  pur- 
chase of  Fisher  Controls 
International  made  Emer- 
son the  leader  in  the  $  1 5 
billion  global  process  con- 
trol market.  "That's  a 
once-in-a-lifetime  oppor- 
tunit)',"  says  Knight. 

-B.  McM.  Hi 
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tion  equipment  rose  2.5%  in  the  first  three  quarters  of  last 
year.  General  Electric's  Power  Systems  division  took  in 
$6.4  billion,  mostly  from  the  sale  of  power-generating 
turbines  to  utilities  both  here  and  abroad.  Donaldson's 
sales  rose  5%  over  fiscal  1991,  thanks,  in  large  part,  to  a 
40%  increase  in  foreign  sales  of  gas  turbine  filters. 

But  manufacturers  of  construction  equipment  are  still 
struggling.  Compared  with  the  first  nine  months  of  1991, 
sales  fell  about  6%,  and  foreign  sales  were  off' much  more 
than  that  because  of  recession  in  Europe.  Many  of  these 
firms  are  scrambling  to  maintain  cash  flow.  Clark  Equip- 
ment, for  example,  had  to  unload  its  forklifi:  manufactur- 
ing unit.  Caterpillar  is  still  reeling  from  a  six-month  strike 
that  ended  in  April  when  union  members  returned  to  work 


without  a  contract.  Analysts  expect  that  Caterpillar's  1992 
loss  will  be  about  $200  million. 

But  help  may  be  on  the  way.  A  projected  9%  increase  in 
single-family  housing  starts  in  1993  should  stimulate 
demand  for  construction  equipment — as  should  the  antic- 
ipated increases  in  government  spending  on  roads,  mass 
transit  and  infrastructure. 

Declining  agricultural  commodity'  prices  and  lower 
farm  income  warded  "otTany  hope  of  recover\'  last  year  for 
manufacturers  6f  farm  equipment.  Unit  sales  were  nearlv 
1 5%  lower  than  they  were  in  the  first  nine  months  of  199 1 , 
which  was  a  particularly  grim  period.  Tenneco's  J.I.  Case 
unit  is  operating  at  less  than  a  third  of  its  capacit)'.  Its  1992 
loss  could  be  as  much  as  $210  million.  Hi 


Capital  goods 


Profitability 


Return  on  equity 


Growtli 


Net        Profit 
Sales     income    margin 


Company 


Other  industrial 
equipment 

EG&G 

Illinois  Tool  Works 

Ametek 

Dover 

Tyco  Laboratories 

Crane 

Keystone  IntI 
Donaldson 
Stanley  Works 
Pentair 

Cooper  Industries 
Briggs  &  Stratton 
Goulds  Pumps 
Kennametal 
Commercial  Intertech 

Thomas  Industries 
Parker  Hannifin 
Lincoln  Electric 
Tecumseh  Products 
General  Signal 

Bearings 

Applied  Power 

Timken 

Trinova 

Smith  International 

Amphenol 
Cincinnati  Miiacron 
Eagle-Picher  Inds 
BWIP  Holdings 
York  IntI 

Medians 

Industry  medians 

All-industry  medians 


Return  on 
capital 
latest 


Earnings  per  share 


average       12  mos       12  mos       capital        average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


22.1 
19.8 
19.5 
19.2 
19.0 

18.3 
16.8 
16.0 
14.0 
13.1 

12.8 
12.1 
12.1 
10.4 
10.0 

9.3 
8.8 
8.7 
7.8 
6.6 

5.1 
4.4 
2.4 
def 
def 

def* 

def 

def 

NA 

NA 

10.2 

10.7 

12.2 


20.5 
15.4 
21.0 
15.4 
10.3 

6.8 
10.6 
15.8 
10.0 
11.7 

11.3 

17.4 

13.9 

4.9 

4.9 

def 
6.5 
2.1 
8.5 
12.8 

def 
def 
def 
def 
def 

4.5 
10.7 

NE 
29.0 
19.4 

10.2 

10.0 

10.7 


20.3 
13.1 
12.5 
14.5 
8.9 

6.2 
9.6 
15.3 
8.5 
8.8 

9.4 

13.2 

11.9 

5.1 

6.7 

2.0 
6.3 
2.8 
8.1 
10.1 

def 
def 
def 
def 
def 

8.6 

7.9 

9.1 

19.6 

12.3 

8.7 

8.8 

8.8 


0.5 
15.3 
41.6 

0.6 
33.4 

27.6 
19.2 
6.2 
21.5 
33.1 

23.8 

17.4 
14.5 
26.8 
28.9 

40.8 
28.5 
38.8 
2.3 
39.6 

0.0 
53.8 
12.5 
38.4 
37.9 

56.4 
53.3 
30.4 
30.4 
40.4 

28.7 

30.4 

31.2 


20.4 
20.0 
13.4 
9.5 
23.6 

5.9 

15.8 

9.6 

6.4 

14.3 

14.6 
4.9 
10.6 
12.0 
10.3 

8.7 
4.1 
18.7 
9.5 
NM 

11.5 

27.0 

9.5 

3.5 

6.5 

3.1t 
-1.6 

NM 
15. 5t 
17.8 

10.0 

9.5 

8.1 


2.9 
7.2 
8.7 
1.3 
0.2 

-1.1 

16.2 

8.0 

9.2 

3.9 

-3.2 
11.3 
-0.5 
-3.6 
-2.7 

-1.5 
0.5 
6.6 
6.0 
2.3 

1.2 

-17.7 

-3.7 

-4.9 

-15.0 

-3.0 
-0.8 
-2.6 
0.5 
22.3 

0.5 

0.5 

3.4 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit, 
meaningful.    *Four-year  average.    tThree-year  average.    For  further  explanation,  see  page  95. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


11.0 
16.3 
1.2 
12.7 
18.7 

14.5 
13.7 
19.6 
5.6 
12.2 

15.5 

NM 

10.7 

-6.0 

8.7 

-16.5 
-9.3 
-9.3 

-14.7 
NM 

NM 
NM 
NM 
NM 
NM 

NM 
NM 
NM 
106.6t 
NA 

-6.0 

-7.2 

-22.7 

def:  Deficit. 


2,740 
2,801 
761 
2,241 
3,124 

1,306 

557 

495 

2,131 

1,213 

6.078 

1,056 

568 

594 

436 


86 
188 

44 
126 

99 

21 
26 
26 
97 
42 

401 
52 
30 
12 
13 


8.5 

3.1 
23.2 
-3.1 
-4.5 

-58.5 
-38.7 

14.6 

-6.4 

10.9 

3.7 

41.2 

-3.9 
-33.1 
-49.0 

P-D 
25.5 

D-P 

80.8 

500.0-1- 

P-D 
P-D 
P-D 
D-D 
P-D 

D-P 

DP 

D-P 

74.0 

500.0+ 

3.4 

4.6 

7.6 

NA:  Not  available.    NE:  Negative  equity. 


412 

-1 

2,410 

64 

859 

6 

1,264 

61 

1,654 

61 

820 

-1 

357 

-24 

1,632 

-32 

1,677 

-166 

370 

-22 

461 

10 

773 

13 

604 

24 

427 

41 

1,893 

59 

958 

28 

1,123 

30 

1,383 

43 

3.1 
6.7 
5.8 
5.6 
3.2 

1.6 
4.6 
5.2 
4.6 
3.5 

6.6 
4.9 
5.3 
2.1 
2.9 

def 
2.7 
0.7 
4.8 
3.7 

def 
def 
def 
def 
def 

2.2 
1.7 
4.0 
9.5 

3.1 

3.1 
3.1 
3.0 

NM:  Not 
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We  don't  kaow  ^/viiere 
innovative  technology  will  end 

Butwedolmow 
\viiere  the  center  is. 


Now  that  ttie  Cold  War  is  over,  what 
do  we  do  with  our  Star  Wars  technology? 
Does  any  of  it  have  commercial 
application?  Can  we  use  it  to  create 
21st  century  products  that  companies 
like  yours  can  sell? 

The  answers  are  now  being  explored 
at  George  Mason  University  under 
the  auspices  of  the  Virginia  Center  for 
Innovative  Technology.  Both  of  which 


are  located  in  Fairfax  County. 

The  CIT  has  a  remarkable  record  of 
using  university  research  to  develop 
new  products  and  services.  More  than 
550  Virginia  businesses  have  benefited 
so  far.  Yours  could  be  next 

For  more  information,  simply  call  or 
clip  the  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  County 


Please  send  me  more  ir\formation  on  locating  my 
business  in  Fairfax  County. 


Name_ 
Title 


Company . 

Address 

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Development  /lulhorily 
8)00  Boone  Bouleirard,  Suite  4i0,  Vienna,  Virginia  22182 
Telephone  70}-790-0600,  Fax  70}-89}l269                    kbb 
L__ I 


Fairfax  Comity,  \lrgima.  The  21st  Century  Is  Here. 


Chemicals 

,,  ^  The  chemical  industry  started 
Wo  to  rebound  in  1992.  This  year 


it  should  do  even  better. 


By  Randall  Lane 


The  highly  cyclical  chemical  industry  always  performs  well 
during  the  early  stages  of  a  recoven,'.  So  it's  not  surprising 
that  profits  jumped  an  estimated  12%  last  year,  to  $23 
billion,  on  slightly  higher  sales  of  S30 1  billion.  That's  after 
a  two-year  decline  in  profits. 

Larger  orders  from  automobile,  steel,  textile,  rubber 
and  plastics  manufacturers  dro\e  the  increase.  Chemical 
plants  are  currently  operating  at  81%  of  capacit}',  versus 
79%  a  year  ago.  Which  companies  had  the  best  results  last 
year.'  Specialty  chemical  companies,  which  buy  feedstock 
chemicals  and  refine  them  into  higher-value  compounds. 
These  firms  have  been  taking  advantage  of  the  lower  cost 
of  commodity'  chemicals.  0\  er  a  dozen  of  them  posted 
record  profits,  including  Nalco  Chemical,  Great  Lakes 


Chemical  and  Sherwin-Williams. 

The  chemical  industn'  has  long  been  an  export  leader, 
but  its  trade  surplus  may  have  peaked  in  1991,  mainly 
because  new  petrochemical  facilities  came  on  stream  in 
Asia.  The  1992  chemical  trade  surplus  was  an  estimated 
SI 7.5  billion — still  second  only  to  aircraft  in  the  manufac- 
turing sector  but  down  from  a  record  SI 8.8  billion  in 
1991.  The  surplus  is  expected  to  shrink  ftirther  in  1993. 
One  area  for  optimism:  U.S.  companies  share  about  50% 
of  the  chemical  market  in  Latin  America,  notably  Mexico. 
Industry'  experts  hope  exports  will  grow  in  step  with  these 
economies,  offsetting  the  sales  lost  to  Asia. 

The  laggards?  Providers  of  commodit)'  chemicals.  Firms 
like  Quantum  Chemical  and  Sterling  Chemicals  contin- 


Chemicals 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%              % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Diversified 

Valspar 

22.7          23.1 

19.2 

14.8 

9.0 

8.1 

14.8 

24.1 

683 

34 

5.0 

Dow  Chemical 

21.6            4.2 

5.6 

34.1 

11.6 

-3.0 

NM 

-69.3 

18.815 

410 

2.2 

i  A  Schulman 

20.2          18.9 

17.8 

3.1 

8.9 

-0.5 

17.3 

3.3 

732 

44 

6.0 

Rohm  &  Haas 

15.2          14.3 

10.3 

27.0 

6.6 

6.6 

NM 

26.7 

2,966 

217 

7.3 

Imperial  Chemical  Inds 

13.6            5.7 

NA 

22.2 

8.1 

-0.9 

-5.5 

-30.4 

23,425 

NA 

NA 

El  du  Pontde  Nemours 

13.1            6.9 

5.4 

26.1 

7.8 

-4.4 

NM 

-45.7 

37,928 

1.157 

3.1 

Monsanto 

12.7          10.2 

7.9 

25.6 

5.3 

-10.2 

NM 

56.5 

8,024 

402 

5.0 

Rhone-Poulenc 

11.0            5.7 

NA 

33.0 

14.3 

4.7 

-16.3 

D-P 

16,529 

NA 

NA 

Univar 

10.1            4.4 

3.5 

50.1 

14.6 

23.3 

NM 

500.0+ 

1.747 

7 

0.4 

^  Olin 

8.8           7.6 

6.5 

32.8 

7.1 

4,2 

NM 

D-P 

2.418 

60 

2.5 

Quantum  Chemical 

7.3             NE 

1.3 

93.3 

5.2 

-11.4 

NM 

D-D 

2,325 

-105 

def 

BF  Goodrich 

6.6            def 

def 

26.6 

NM 

3.2 

NM 

P-D 

2.519 

-89 

def 

Hercules 

5.9           8.4 

6.9 

17.9 

3.4 

-5.3 

-23.1 

156.3 

2,878 

160 

5.6 

First  Mississippi 

4.4            def 

1.5 

38.9 

14.9 

-6.7 

-33.2 

P-D 

505 

-1 

def 

PMC 

NE          59.7 

19.0 

64.6 

5.4 

2.8 

16.6 

11.9 

3.979 

193 

4.8 

Union  Carbide 

NA            0.2 

3.0 

37.5 

NM 

-4.7 

NM 

D-P 

4,836 

21 

0.4 
2.8 

Medians 

11.0            6.3 

6.0 

29.9 

7.4 

-0.7 

NM 

18.0 

2,922 

52 

Specialized 

Lyondell  Petrochem 

lOO.Ot        24.8 

8.3 

83.0 

14.9 

-22.4 

NA 

-88.9 

4,936 

30 

0.6 

Vigoro 

53.1          26.8 

16.6 

34.8 

10.7 

2.5 

11.0 

10.6 

596 

44 

7.3 

Freeport-McMoRan 

46.9*        41.5 

9.9 

47.4 

9.6 

0.8 

-12.2* 

215.7 

1.612 

176 

10.9 

Sterling  Chemicals 

41.2            3.9 

3.5 

38.7 

NM 

-20.7 

-20.3 

-88.1 

431 

5 

1.1 

Georgia  Gulf 

39.0             NE 

33.7 

148.5 

8.0 

-13.6 

NM 

-31.3 

765 

50 

6.5 

D-D:  Deficit  to  deficit.     D-P:  Defici 

t  to  profit.    P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

0.    Z-P:  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availe 

ble.    NE;  N 

egative  equity 

.    NM:  Not 

meaningful.     'Four-year  average,    t 

Ttiree-year  average.    For  fu 

rther  explanat 

on,  see  page 

95. 

Sources:  Forbes,  Value  Line  Data  Bas 

e  Service  via  Lotus  One  Sou 

rce. 
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Tough  in  the  clutch 

Like  most  diversified 
ciiemical  companies,  Roiim 
&  Haas  Co.  performs 
best  when  the  economy  is 
growing.  But  even  dur- 
ing a  recession  this  Phila- 
delphia-based firm  has 
been  able  to  avoid  a  signifi- 
cant earnings  decline.  Ri- 
vals such  as  Dow  Chemical 
and  Union  Carbide  can't 
make  the  same  boast. 

In  1992  Rohm  &  Haas 
earned  an  estimated  $240 
million  on  $3  billion  in 
revenues.  Its  return  on  cap- 
ital was  10.3%,  maldng  it 
one  of  the  most  efficient 
companies  in  the  busi- 
ness. One  big  reason  is  that 
Rohm  &  Haas  Chairman 
J.  Lawrence  Wilson,  56, 
runs  a  cost-conscious  op- 
eration and  isn't  afraid  to 
buck  the  consensus.  In 
1989,  for  example,  it  spent 
$200  million  increasing 
production  capacity  for  two 
primary  building-block 
chemicals — acrj'lic  acid  and 
methyl  methacrylate 
(mma).  This  despite  an  im- 
pending worldwide  glut. 

"I  thought  it  [the  ex- 
pansion] looked  stupid," 
recalls  Smith  Barney 
chemical  analyst  James  Wil- 
bur. But  Chairman  Wil- 
son saw  steady  demand 
and,  as  the  industry's 
low-cost  producer,  pre- 
ferred making  the  com- 
pounds to  buying  them. 
Wilson's  judgment 
proved  sound:  The  Hous- 
ton facilities  were  run- 
ning near  fiiil  capacit)'  from 
day  one. 

On  the  other  hand, 
Rohm  &  Haas  doesn't 
make  acetone  (a  solvent 
that  it  converts  into  mma), 
even  though  it  consumes 
25%  of  the  Lf.S.  produc- 
tion. Whv."  Because  ace- 


Rohm  &  Haas  Chairman  J.  Lawrence  Wilson 
Making  money  in  bad  years,  as  well  as  good. 


tone  is  a  by-product  of  phe- 
nol production  and  can 
be  purchased  cheaply  from 
others.  Because  of  its  size, 
Rohm  &  Haas  is  able  to  get 
all  the  acetone  it  needs  for 
about  15  cents  a  pound, 
well  below  the  spot  price 
of  about  24  cents.  The 
same  is  true  for  propyl- 
ene, which  is  currently  in 
oversupply.  "We  are 
much  better  off  putting  our 
money  into  materials 
where  we  add  value,"  says 
Wilson. 

Research  efforts  are 
concentrated  on  finding 


new  uses  for  existing 
compounds.  In  1953,  for 
example,  Rohm  &  Haas 
introduced  a  process  that 
allows  water  to  replace 
solvents  in  paints.  This  en- 
vironmentally friendly 
line  has  grown  over  10%  an- 
nually since  the  mid- 
1980s.  In  the  early  1980s 
Rohm  &  Haas  scientists 
discovered  that  the  same 
acr^'lic  acids  can  also  be 
used  in  superabsorbent  dia- 
pers. In  1986  the  compa- 
ny sold  6.4  million  pounds 
of  superabsorbent  poly- 
mers. Five  years  later  it  sold 


104  million  pounds. 

How  about  acquisi- 
tions? The  firm  spent  $175 
million  in  May  for  a  Uno- 
cal Corp.  subsidiaiy  that 
makes  vinyl  aciylics.  In 
1992  the  company  also 
completed  a  joint  venture 
with  Elf  Atechem,  a  similar 
French  company,  which 
will  enable  Rohm  &  Haas 
to  cut  costs,  expand  glob- 
ally and  share  technology. 

Wilson  hopes  these  ac- 
quisitions will  help  insure 
that  the  next  economic 
downturn  is  as  pain-free  as 
the  past  one.         -R.L.  ^M 
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Rrst  We  Designed  In  The  Air  Bag. 


'Center  high  mounted 
«-•  stop  lamp 


CHEVBOlP 


Tnen^^  Designed  In  AllTne'^ys  To  Avoid  It. 

Corsica's  driver's-siae  air  bag*  is  aesignea  to  aeploy  in  a  moaerate  to  severe  rrontai 
collision.   Wnicn  is  wny  every  driver  ana  fleet  aaministrator  nopes  to  never  see  it. 

At  Cnevrolet,  we  reel  trie  same  way.  Ana  at  GM's  nio- 
meaical  researcn  lat,  more  Pn.D.s  ana  M.D.s  are  involved 
in  automotive  sarety  researcn  than  at  any  otner  car 
company  in  tne  world.    GM  engineers  each  air  hag  system 
ror  the  vehicle  in  which  it  is  installed.    These  driver's-side 
air  hags  are  standard  on  1993  Caprice,  Corsica,  Chevy 
Beretta  and  Corvette. 
And  dual  air  bags  will  he 
standard  on  the  1993 
Camaro.  Similarly,  GM 

developed  an  award  winning  anti-lock  hrake  system  that  is 
standard  on  many  1993  Chevrolets,  incliiding  Corsica. 
And  or  course,  at  the  world's  largest  proving  grounds,  GM 
puts  thousands  oi  hours  or  research  and  testing  into 
developing  responsive,  predictable  handling  and  hrahing 
systems  to  help  drivers  maintain  control,  even  during 


5  mph  front  and  rear 
impact-absorbing  bumper 


emergencies.   And  keep  the  air  hag  sarely  packed  away,  where  it  belongs.    For 
more  intormation,  call  Fleet  Operations  at  1-800-248-2897. 

®  'Always  wear  sarety  beltF,  even  willi  air  Dags.  Cnevrolet,  tne  Chevrolet  Emnlem,  Camaro,  Caprice,  Corsica  and  Corvette  are 
registered  trademarks  and  Cliew  is  a  trademark  oi  the  GM  Corp.    ©1992  GM  Corp.   All  Rights  Resen'ed.    Buckle  up,  America! 


GM 


Cne\Tolet.  The  Hearfcteat  Or  Ameri 


enca 


ued  to  suffer  from  an  overcapacity  in  petrochemicals  like 
ethylene  and  styrene.  Diversified  giants  such  as  Dow 
Chemical  and  Union  Carbide  were  also  hurt  by  this  soft 
market. 

Chemical  producers  are  optimistic  about  their  prospects 
for  this  year.  According  to  a  survey  of  87  companies  by  the 
Chemical  Manufacturers  Association,  the  overall  forecast 
calls  for  an  8%  increase  in  sales  and  a  13%  gain  in  profits. 


Some  of  the  largest  chemical  companies — including  many 
of  the  producers  hit  hardest  over  the  past  two  years — 
expect  to  post  earnings  gains  of  around  20%. 

Furthermore,  producers  hope  an  investment  tax  credit 
and  other  pro-manufacturing  policies  will  come  out  of  the 
Clinton  Administration.  And  if  negotiators  conclude  free 
trade  agreements  in  North  America  and  Europe,  U.S. 
chemical  companies  are  well  positioned  to  benefit.       ^ 


Chemicals 

Net 

Profit 

^^  ■  ■  ^^  ■  ■  ■  ■  ^^  w  ■  ^^ 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings 

per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Crompton  &  Knowles 

27.2         31.6 

20.7 

30.0 

16.8 

11.1 

32.6 

18.4 

490 

41 

8.5 

Naico  Chemical 

26.7         25.0 

15.2 

20.6 

11.4 

10.0 

17.7 

3.9 

1,351 

142 

10.5 

Sigma-Aldrich 

24.4          19.8 

17.3 

5.6 

18.8 

9.9 

18.4 

15.1 

622 

88 

14.1 

Loctite 

24.3          19.6 

18.9 

6.3 

13.5 

7.1 

22.9 

1.0 

603 

71 

11.8 

Wellman 

24.1          11.7 

8.8 

33.7 

37.8 

1.7 

24.1 

16.3 

824 

52 

6.3 

Great  Lakes  Chemical 

23.5          23.5 

21.5 

6.0 

33.5 

10.9 

36.3 

36.1 

1,414 

211 

15.0 

Betz  Laboratories 

23.5          23.3 

21.0 

0.0 

14.5 

7.3 

17.2 

11.3 

700 

81 

11.5 

Ethyl 

22.7          19.4 

12.2 

38.9 

11.9 

8.0 

9.4 

5.3 

2,800 

236 

8.4 

Lubrizol 

20.2          17.6 

16.5 

3.7 

9.5 

6.1 

17.1 

13.2 

1,568 

140 

8.9 

IntI  Flavors  &  Frags 
NCH 

19.6          19.2 

19.0 

0.0 

9.8 

8.6 

13.6 

10.5 

1,098 

186 

17.0 

18.8          15.2 

15.0 

3.5 

9.8 

-0.1 

17.2 

-7.3 

677 

40 

5.9 

Sherwin-Williams 

17.7          16.8 

14.9 

6.3 

9.7 

7.5 

6.0 

15.3 

2,694 

148 

5.5 

RPM 

17.6          16.8 

11.5 

49.8 

13.8 

18.7 

12.0 

8.1 

588 

36 

6.2 

Stepan 

16.8          17.4 

9.6 

41.8 

9.8 

5.5 

10.7 

34.6 

432 

16 

3.7 

Air  Prods  &  Chems 

15.6          15.0 

10.0 

26.9 

8.0 

9.8 

9.5 

10.1 

3,217 

277 

8.6 

Morton  International 

13.7          12.4 

10.8 

14.3 

13.9 

9.2 

6.6 

4.9 

2,107 

147 

7.0 

IMC  Fertilizer  Group 

13.3*        13.5 

8.3 

43.2 

2.8 

-9.2 

NM 

2.8 

1.021 

89 

8.8 

WR  Grace 

13.0           def 

def 

46.4 

11.1 

-11.5 

4.4* 

P-D 

5,648 

-100 

def 

HB  Fuller 

12.4          15.8 

12.8 

18.7 

10.0 

9.0 

NM 

29.2 

911 

35 

3.9 

Cabot 

12.2          12.6 

9.1 

32.0 

NM 

5.1 

19.6 

-40.6 

1,557 

62 

4.0 

Akzo 

11.8            7.6 

NA 

18.6 

6.6 

2.8 

-7.1 

-13.4 

10,207 

NA 

NA 

MA  Hanna 

11.2          12.4 

8.1 

47.6 

47.6 

15.5 

-33.1* 

459.5 

1,288 

42 

3.3 

Witco 

10.8          11.4 

9.7 

19.6 

3.9 

0.6 

NM 

14.4 

1,663 

75 

4.5 

Dexter 

8.4           6.0 

6.2 

31.1 

6.8 

3.3 

NM 

44.4 

963 

19 

2.0 

Ferro 

7.9          15.2 

13.7 

12.2 

8.1 

2.7 

NM 

D-P 

1.102 

55 

5.0 

NL  Industries 

7.0t           NE 

1.9 

89.3 

2.4 

2.0 

NM 

D-D 

890 

-26 

def 

Grow  Group 

2.3          17.7 

12.0 

55.5 

-2.0 

-2.3 

NM 

D-P 

408 

10 

2.5 

Terra  Industries 

def          18.1 

12.6 

30.8 

NM 

0.1 

NM 

D-P 

1,063 

32 

3.1 

IntI  Specialty  Prods 

NA          13.0 

9.2 

42.8 

11.5 

5.7 

NA 

26.0 

559 

64 

11.5 

Praxair 

NA          19.6 

11.8 

30.0 

11.3* 

NA 

NA 

NA 

2,584 

130 

5.0 

Rexene 

NA             NA 

NA 

78.3 

NM 

-13.0 

NA 

NA 

415 

NA 

NA 

Medians 

17.7          16.8 

11.9 

30.9 

•    9.8 

5.1 

8.0 

11.0 

1,042 

59 

6.2 

Industry  medians 

14.4          14.3 

10.1 

30.9 

9.5 

2.8 

-9.7 

11.6 

1,383 

58 

5.0 

All-industry  medians 

12.2          10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defici 

t  to  profit.    P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availi 

ibie.    NE:  N 

egative  equity 

.    NM:  Not 

meaningful.    *  Four-year  average,    t 

Three-year  average.    For  further  explanat 

on,  see  page 

95. 

Sources:  Forbes;  Value  Line  Data  Bas 

e  Service  via  Lotus  Or\e  Source. 
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"Pension  money  should  not  be  viewed  as  company 
money  It's  employee  money  It's  for  their  retirement. 
That's  why  we  safeguard  it  with  CBOT  Treasury 
futures,  for  insurance  against  volatile  interest  rates'.' 


Steven  R.  Berlin 

VR,  Chief  Financial  Officer 

CITGO  Petroleum  Corp. 


"Predicting  interest  rate  fluctuation  is  a  guessing  game"  says  Berlin.  "And  you  don't  play  games  with 
employee  pension  money'  It's  a  game  that  CITGO,  one  of  the  country's  top  wholesale  oil  marketers  and 
refiners,  feels  has  more  risks  than  rewards.  "Steady,  long-term  returns  are  much  more  important  to  us" 
Berlin  states.  "We  don't  like  to  speculate." 

CBOT  T-Bond  and  T-Note  futures  provide  CITGO  performance  and  profit  predictability.  "Hedging  helps 
us  sleep  at  night,"  adds  Berlin.  "We  can  tell  our  employees,  'Your  money  is  safe.'" 

To  find  out  how  Treasury  futures  can  help  you  fight  interest  rate 
fluctuation,  call  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors" 
at  l-SOO-THE-CBOT,  ext.  6003,  or  1-312-435-3558,  ext.  6003. 


%  Chicago  Board  of  Trade 
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Through  commitment, 

innovation  and  technoiogicai 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  Just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

NJ  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
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ELECTRONICS 

64 IVI  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  interferon 
IPP  superfine  wool 
Petrochemicals 


1 1992  The  Samsung  Group 


ftm  Gomputeirs  &  communications 

■  For  years,  nimble  PC  clonemakers  have  nibbled  away  at  IBM 
.  y^^  and  other  industry  leaders.  In  1992  the  giants  fought  back. 


Bv  Julie  Pitta 


IBM  and  Digital  Equipment  Corp.  took  further  steps  in  the 
painful  process  of  restructuring  these  once  proud  giants. 
The  changes  ha\'e  been  slow:  IBM  Chairman  John  Akers 
announced  a  year  ago  that  he  would  split  up  the  computer 
giant  into  a  loose  collection  of  subsidiaries  and  offer 
buyouts  to  surplus  employees.  At  IBM — like  dec — more 
ruthless  action  seems  necessary':  Akers  is  rumored  to  be 
looking  at  selling  factories  and  other  assets  relating  to 
IBM's  ailing  mainframe  business  and  considering  layoffs. 
DHC  founder  Kenneth  Olsen  abruptly  resigned  and  the 
company  laid  off  more  than  10,000  people  last  year. 

On  the  PC  front,  the  big  computer  makers  are  finally  doing 
something  about  the  inroads  made  by  low-cost  clone 
xendors.  IBM  umeiled  its  ValuePoint  line  of  lower-priced 
personal  computers.  They  are  to  be  sold  in  discount  stores 


and  by  telephone.  So  far,  the  results  have  been  encouraging. 
By  one  estimate,  about  400,000  units  worth  some  S650 
million  were  shipped  in  the  fourth  quarter  of  last  year. 
Similarly,  Compaq  Computer  is  turning  itself  around  and 
finding  happiness  opting  for  a  low-cost  strateg)'.  The  Pro- 
Linea  PC  line  Compaq  introduced  last  June  has  emerged  as 
its  bestselling  desktop  e\er.  Despite  all  its  turmoil,  Digital 
made  a  serious  attempt  to  become  a  bigger  player  in  personal 
computers  by  designing  a  line  of  inexpensix'e  IBM  compati- 
bles and  selling  them  by  telephone. 

Did  anybod)'  in  the  computer  industry'  prosper  last  year? 
After  taking  a  pounding  from  the  Japanese  in  the  mid- 
Eighties,  U.S.  semiconductor  manufacturers  rebounded, 
led  b)'  Intel  and  Ad\anced  Micro  Devices  (see  box).  In 
software,  Microsoft:  broadened  its  reach.  Its  Windows  3.1 


Mr.  chips 

Chasing  after  an  industn' 
leader  is  only  for  the  fleet  of 
foot.  Just  ask  W.  Jeremiah 
(JerrN')  Sanders,  Advanced 
Micro  Devices  chairman 
and  chief  executive. 

In  late  1992,  for  exam- 
ple, Advanced  Micro  lost  a 
court  battle  with  archrixal 
Intel  Corp.  The  ruling  pre- 
vents AMD  from  copying 
Intel's  microcode  in  its 
clone  of  Intel's  486  mi- 
croprocessor. But  Sanders 
had  a  backup  plan:  He  has 
two  versions  of  the  486, 
one  using  Intel's  sofhvare 
and  the  other  with  software 
AMD  has  nearly  finished 
writing  from  scratch. 

Selling  AMD  versions  of 
Intel  chips  is  old  hat  to 
Sanders.  Intel's  80386 
microprocessor  is  probably 
the  most  lucrative  chip  in 
the  histon'  of  the  semicon- 
ductor industry'.  When 
Sanders  predicted  that  he 
would  successfully  copy 
the  chip  and  take  a  chunk  of 
business  away  from  Intel, 


there  were  man\'  doubters. 
Forbes  (Oct.  28,  1991) 
was  among  them.  But 
Sanders  backed  up  his 
characteristic  bravado  with 
results:  By  shipping  over 
S750  million  of  its  version 
of  the  386,  .\md  reversed 
its  sagging  fortunes. 

When  AMD  brought  its 
first  386  clone  to  market  in 
the  first  quarter  of  1991, 
it  marked  the  end  of  a  her- 
culean eflbrt.  About  five 
years  ago  Sanders  began 
streamlining  the  compa- 
ny to  give  R&D  a  sharper 
focus  and  improve  the 
cost-effectiveness  of  manu- 
facturing. Advanced  Mi- 
cro's manufacturing  is  now- 
considered  among  the 
best  in  the  chip  industry. 

"Intel  likes  to  say  that 
no  one  can  compete  with 
them  because  of  the 
amount  of  money  they 
spend  on  de\elopment," 
Sanders  says.  "We've  prov- 
en we  can  do  what  they 
do,  only  cheaper." 

AMD's  cost-cutting  has 
come  in  handy,  as  it  has  had 


to  spend  about  $12  mil- 
lion a  year  defending  itself 
against  Intel's  lawyers. 
"The  one  constant  at  AMD 
besides  r&d  is  litigation," 
complains  Sanders.  "Intel 
uses  litigation  as  a  mar- 
keting tool." 

While  not  afraid  to 
meet  Intel  in  the  courts, 
Sanders  has  avoided  go- 
ing head-to-head  with  Intel 
in  the  marketplace.  In- 
stead, .AMD's  386  chips  fill 
in  gaps  in  Intel's  product 
line.  For  example,  amd  sells 
a  version  of  the  386  well 
suited  for  notebook  pc:s  be- 
cause it  drains  batter)' 
power  less  than  Intel's  chip. 

Intel,  of  course,  has  re- 
sponded to  AMD's  chal- 
lenge. Intel's  next-gener- 
ation chip  should  be  ready 
early  this  year.  And  it  has 
cut  prices  aggressively  and 
pushed  less  expensive 
"sx"  versions  of  its  486  to 
tr\'  to  lure  customers  into 
its  486  family  of  chips. 

Thanks  to  Intel's  re- 
cent court  victor\',  AMD's 
shipment  of  a  486  clone 


AMD's  W.  Jeremiah  Sanders 
Chasing  Intel. 


could  be  delayed  until  mid- 
year, at  least  six  months 
after  Sanders  had  hoped. 
Sanders  now  vsarns  that 
.AMD's  1993  sales  and  oper- 
ating income  w  ill  be  fiat. 
But  don't  count  San- 
ders out.  "I  know  of  no  sce- 
nario w  here  AMD  won't 
be  a  player  in  this  market," 
he  says.  "We're  junkyard 
dogs.  We  never  de\  iate 
from  our  objective." 
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Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

^^^HB^H 

^^^■■^■^H 

^^^^^^^H 

^^^^^^^H 

H^^^^^H 

^^^Hl^^^l 

■■■^^^^H 

Return  on  equity 

Sales 

Earnings 

per  share 

m             .'^m 

Return  on 

■r  ----""'-'  ^  ■ 

capital 

■    ^.'.. '  <     'M 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

m 

'^'    m 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12mos 

12  mos 

12  mos 

■  Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Mqjor  systems 

Dell  Computer 

33.8 

28.9 

27.3 

12.1 

61.9 

117.7 

44.3 

72.7 

1,679 

86 

5.1 

Apple  Computer 

30.4 

29.0 

23.3 

0.0 

19.6 

12.3 

13.3 

67.8 

7,087 

530 

7.5 

Compaq  Computer 

29.5 

9.9 

8.7 

3.4 

40.3 

4.4 

21.2 

1.3 

3,551 

190 

5.4 

AST  Research 

22.9 

17.8 

16.4 

0.6 

30.5 

37.9 

NM 

-17.5 

1,033 

60 

5.8 

Stratus  Computer 
Cray  Research 

21.9 

17.6 

18.2 
8.8 

0.3 

12.4 

29.4 
6.9 

9.2 
10.7 

24.8 
NM 

20.3 
-19.3 

479 
887 

57 
71 

12.0 
8.0 

18.9 

9.1 

Sun  Microsystems 

16.2 

10.9 

10.3 

17.4 

45.8 

11.8 

26.7 

-19.9 

3,690 

151 

4.1 

Hewlett-Packard 

14.3 

13.0 

12.5 

5.0 

16.1 

11.8 

7.9 

11.9 

15,918 

948 

6.0 

Amdahl 

12.5 

def 

def 

9.9 

12.3 

10.9 

32.8 

P-D 

2,170 

-28 

def 

Intergraph 

11.6 
8.6 

3.6 

3.5 

2.8 
26.2 

15.1 
5.5 

-0.4 
1.9 

2.4 
NM 

-62.5 

1,182 

27 
-2,784 

2.3 
def 

IBM 

def            def 

P-D 

67,045 

Harris  Corp 

6.5 

8.2            7.4 

35.6 

10.0 

1.3 

NM 

464.1 

3,046 

86 

2.8 

Tandem  Computers 

4.4 

def            def 

6.5 

14.2 

6.0 

NM 

P-D 

2,037 

-41 

def 

SCI  Systems 

4.2 

3.3 

3.9 

52.8 

13.7 

7.1 

-34.3 

328.6 

1,156 

6 

0.5 

Silicon  Graphics 
Teradyne 

2.0 
0.3 

def 
7.7 

def 
7.9 

5.4 
7.7 

57.3 

47.8 

NM 

P-D 

914 
531 

-80 
25 

def 
4.7 

9.5 

6.4 

NM 

158.6 

Itel 

def 

def 

2.9 

83.0 

34.6 

2.9 

NM 

D-D 

1,778 

-76 

def 

Raychem 

def 

def 

def 

22.9 

5.9 

6.3 

NM 

D-D 

1,341 

-20 

def 

Data  General 

def 

def 

def 

26.7 

-3.0 

-9.2 

NM 

P-D 

1,116 

-63 

def 

Tandon 

def 

def 

def 

27.3 

15.9 

-19.0 

NM 

D-D 

375 

-62 

def 

Digital  Equipment 

def 

def 

def 

0.8 

7.6 

-1.1 

NM 

D-D 

13,952 

-2,583 

def 

Unisys 

def 

10.7 

9.0 

45.6 

2.7 

-5.9 

NM 

D-P 

8,628 

276 

3.2 

Wang  Laboratories 

def 

def 

def 

82.6 

-9.0 

-9.3 
6.3 

NM 

D-D 

1,896 

-139 

def 

Medians 

6.5 

3.6             3.9 

12.1 

14.2 

NM 

-19.9 

1,778 

25 

2.3 

Peripherals  &  equipment 

Conner  Peripherals 

36.8 

17.8 

13.5 

44.9 

100.3* 

27.2 

50.0* 

-0.5 

2,035 

126 

6.2 

Quantum 

26.1 

20.2           22.8 

37.4 

60.4 

33.9 

51.5t 

9.3 

1,363 

66 

4.9 

Solectron  Corp 

24.2 

23.6 

28.4 

56.8 

45.7 

53.3 

36.2 

25.7 

407 

14 

3.6 

Intel 

22.6 

18.0 

17.2 

6.8 

28.9 

12.4 

26.2* 

2.1 

5,192 

827 

15.9 

Tech  Data 

20.9 

19.2 

18.1 

8.6 

51.8 

57.4 

20.4 

49.0 
25.0 

895 

18 

2.0 

Anthem  Electronics 

19.5 

18.5 

19.2 

0.0 

24.1 

23.1 

49.7 

500 

29 

5.7 

AMP 

17.9 

14.9 

14.0 

2.3 

9.6 

6.5 

8.1 

8.1 

3,283 

283 

8.6 

Merisel 

16.3 

12.7 

19.1 

36.9 

49.6 

37.0 

NM 

195.5 

2,021 

18 

0.9 

Vishay  Intertech 

16.2 

12.4 

10.9 

51.4 

61.1 

35.6 

15.1 

5.0 

610 

25 

4.2 

Thomas  &  Betts 

15.8 

11.1    " 

13.3 

50.1 
16.6 

10.4 

62.2 

NM 

-19.7 

930 

43 
21 

4.6 
3.6 

Marshall  Industries 

14.5 

12.5 

11.1 

13.7 

2.8 

18.2 

29.2 

590 

Molex 

13.8 

11.8 

11.5 

1.1 

13.9 

11.1 

7.9 

12.7 

804 

71 

8.8 

Storage  Technology 

13.6 

6.7 

6.8 

29.0 

17.0 

9.3 

NM 

-41.1 

1,583 

60 

3.8 

Applied  Materials 

13.4 

11.3 

9.7 

25.1 

29.8 

17.7 

-8.8 

43.4 

751 

39 

5.3 

Motorola 

12.7 

11.4 

10.2 

19.7 

15.0 

12.4 

17.2 

20.6 

12,631 

528 

4.2 
1.3 

Micron  Technology 

11.9 

1.3 

2.0 

10.1 

30.5 

19.0 

NM 

30.8 

506 

7 

Dynatech 

11.1 

8.2 

7.5 

33.1 

9.7 

5.2 

-7.4 

7.6 

502 

13 

2.6 

Seagate  Technology 

10.7 

20.5 

15.1 

25.0 

26.8 

12.4 

-17.9 

500.0+ 

2,998 

171 

5.7 

Wyle  Laboratories 

9.7 

11.3 

9.4 

24.3 

7.6 

16.4 

19.5 

30.0 

518 

13 

2.6 

Varian  Associates 

8.0 

9.0 

8.0 

10.8 

5.2 

-6.5 

19.9 

-30.8 
2.6 

1,288 

39 

3.0 
3.0 

Avnet 

7.3 

6.8 

6.4 

11.3 

1.3 

9.6 

13.8 

1,879 

56 

Advanced  Mfcro 

5.0 

35.0 

33.7 

3.0 

6.3 

31.4 

NM 

D-P 

1,480 

282 

19.1 

Analog  Devices 

3.6 

1.3 

2.0 

14.8 

9.6 

1.2 

-17.1 

D-P 

551 

5 

1.0 

3Com 

3.3 

3.5 

3.0 

0.7 

19.6 

19.5 

-25.0 

D-P 

453 

7 

1.6 

Arrow  Electron 

ics 

3.3 

18.2 

10.8 

38.1 

15.2 

62.3 

NM 

D-P 
D-P 

1,515 
420 

42 

2.8 

Bell  Industries 

3.1 

1.1 

3.1 

34.9 

1.3 

5.7 

-27.6 

1 

0.2 

Atari 

2.9 

def 

def 

42.1 

NM 

-36.9 

NM 

P-D 

198 

-56 

def 

Tektronix 

1.5 

3.7 

4.0 

14.7 

-1.6 

-0.3 

NM 

-67.1 

1,313 

16 

1.2 

M/A-Com 

1.4 

10.3 

8.3 

34.5 

-3.4 

-1.8 

NM 

-60.3 

375 

12 

3.2 

VLSI  Tech       . 

1.0 

def 

def 

36.0 

28.3 

5.7 

NM 

P-D 

418 

-5 

def 
NM:  Not 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P;  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availat 

)le.    NE:  Hi 

'gative  equity. 

meaningful.    *Four-year  average. 

Three-year  average.    For  further  explanat 

on,  see  page 

95. 

Sources:  Forbes;  Value  Line  Data  Bat 

te  Service  via 

Lotus  One  Source. 
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FIND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  sense  of  satisfaction  again.  Not  in  today's  world. 

Then,  they  saw  that  adventure  and  comfort,  style  and  ruggedness,  performance  and  roominess  coi 
still  be  found  in  a  single  place.  Suddenly  drivers  of  everything  from  trucks  to  luxury  sedans,  costly 
imports  to  cramped  utility  vehicles,  traded  in  their  old  ideas  for  the  versatility  plus  sophistication 

_  Explorer  offered.  Today,  this  is  the  most  sought-after 

^^^^  V  ^^^U  ^^  >^^^^^^^J|  vehicle  in  its  class.  And  finding  a  different-still  special 


With  Touch  Drive,  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


FIND    YOURSELF' 


houghtful  feature  can  make  a 
>^C!a|'  difference.  With  tfie  spare 
red  under  the  vehicle,  the  cargo 
ta  is  more  generous  and  is 
sy-to-load. 


More  overall  room  than  anythina  in  this  class.  All 
passengers  have  easy  access.  Plus,  the  benefits 
of  anti-lock  brakes  and  a  4.0L  EFI V-6. 


Have  you  driven  a  Ford. ..lately? 


N    AN     EXPLORER 


graphical  software  was  a  big  hit:  It  sold  at  a  rate  of  more 
than  1  million  units  a  month  in  1992.  The  company  is  now 
putting  the  finishing  touches  on  a  new,  high-end  version 
of  Windows.  Some  envious  competitors  are  striking  back 
by  cooperating  with  the  Federal  Trade  Commission's 
probe  of  Microsoft's  business  practices. 

In  telecommunications,  AT&T  agreed  to  buy  a  third  of 


McCaw  Cellular  Communications,  the  U.S.'  largest  cellu- 
lar carrier.  This  will  give  AT&T  access  to  the  local  markets  it 
had  to  give  up  in  the  1984  divestiture.  The  McCaw  deal, 
with  AT&T's  decision  to  sell  hand-held  computers 
equipped  with  radio  chips,  signaled  its  interest  in  wireless 
communications.  And  late  last  year  shareholders  of  Centel 
and  Sprint  agreed  to  a  merger  of  the  two  firms.  ^M 


Computers  & 
communications 

Profitability 

wmmi 

Growth 

m^^%m&^^^ 

"  •»*'■:""■: -■ ,     " 

Sales 

Net 
income 

Profit 
margin 

pict 

^^^^mmm 
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I^^H^^H 

^m^mam 

■^^^■HB 
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Return  on  equity 

Sales    wj 

n. 

Earnings  per  share    | 

Return  on 

^ 

1  tf 

.^^^^^K 

capital 

1 

' 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

1 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12  mos 

12  mos 

12  mos 

1 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Maxtor 

def 

41.0 

26.1 

34.8 

43.9 

28.7 

-20.8 

D-P 

1,247 

74 

6.0 

Texas  Instruments 

def 

3.1 

3.9 

32.3 

6.1 

6.1 

NM 

D-P 

7,205 

85 

1.2 

LSI  Logic 

def 

def 

def 

30.1 

31.2 

-13.5 

NM 

D-D 

621 

-116 

def 

Applied  Magnetics 

def 

def 

def 

10.7 

9.5 

-34.6 

NM 

D-D 

298 

-25 

def 

Natl  Semiconductor 

def 

10.8 

11.2 

5.4 

^.3 

6.5 

NM 

D-P 

1,779 

70 

3.9 

Western  Digital 

def 

def 

def 

65.8 

13.3 

8.7 

NM 

D-D 

1,010 

-31 

def 

Hail-Mark  Electronics 

deft 

18.0 

13.6 

54.7 

3.9* 

NA 

NA 

NA 

664 

16 

2.4 

1 

General  Instrument 

Medians 

Software 

NA 

NA 

NA 

78.2 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

1 

9.7 

11.3 

10.2 

27.0 

13.9 

11.7 

-19.3 

16.7 

895 

25 

3.0 

Microsoft 

45.9 

39.5 

43.6 

0.0 

50.0 

45.8 

52.0 

42.5 

2,996 

773 

25.8 

Novell 

35.4 

37.8 

37.9 

0.1 

48.0 

45.0 

55.4 

52.5 

860 

230 

26.7 

t 

Oracle  Systems 

20.6 

17.0 

16.2 

17.7 

54.9 

17.3 

24.8 

220.0 

1,241 

69 

5.6 

Computer  Associates 

20.5* 

18.1 

14.4 

4.3 

13.7* 

26.2 

55.7* 

31.2 

1,688 

178 

10.6 

Lotus  Development 
Policy  Management  Sys 

20.0 

21.0 

16.5 

21.1 

22.8 

17.9            -8.9 

500.0+ 

903 

72 

7.9 

14.4 

11.4 

10.6 

1.1 

23.0 

20.5           21.4 

14.5 

478 

57 

11.8 

Mentor  Graphics 

2.4 

def 

def 

16.4 

20.2 

-8.1              NM 

D-D 

374 

-50 

def 

ASK  Computer  Systems 

def* 

def 

def 

15.0 

33.9 

19.2             NM 

D-D 

441 

-51 

def 

■ 

Borland  IntI 

deft 

def 

def 

4.9 

8.2* 

-7.0             NM 

D-D 

474 

-12 

def 

Computervision 

NA 

NA 

def 
12.5 

82.3 
10.0 

6.6* 

-8.3              NA 

NA 

1,132 

-265 

def 

Medians 

20.0 

17.0 

22.9 

18.6           21.4 

31.2 

882 

63 

6.8 

Telecommunications 

MCI  Communications 

28.6 

21.7 

11.4 

46.8 

23.0 

NA 

46.7* 

9.7 

10,243 

593 

5.8 

Centel 

18.6 

8.5 

6.2 

43.9 

-4.0 

1.7 

NM 

-33.5 

1,186 

100 

8.5 

Alltel 

18.2 

17.6 

11.1 

38.7 

22.2 

18.5 

13.5 

-1.7 

2,007 

213 

10.6 

Citizens  Utilities 

17.6 

15.4 

10.4 

35.5 

17.2 

-9.2 

11.3 

5.5 

587 

118 

20.0 

Sprint 

16.9 

15.7 

8.7 

51.4 

27.5 

3.2 

-12.6t 

18.6 

9,015 

407 

4.5 

Corning 

16.3 

16.9 

13.3 

24.6 

12.1 

15.4 

12.1 

13.2 

3,699 

342 

9.2 

GTE 

15.5 

16.0 

8.3 

44.0 

5.5 

5.0 

3.1 

16.2 

20,080 

1,888 

9.4 

Ameritech 

15.1 

13.9 

8.9 

25.5 

3.2 

2.6             2.6 

-4.4 

11,052 

1,210 

11.0 

Northern  Telecom 

14.4 

13.2 

11.0 

20.1 

12.9 

5.4 

12.2 

1.5 

8,175 

501 

6.1 

Bell  Atlantic 

13.7 

14.2 

8.8 

36.4 

4.2 

1.7 

2.3 

-11.0 

12,491 

1,295 

10.4 

Pacific  Telesis 

13.6 

12.5 

8.0 

29.8 

2.0 

0.3 

2.0 

-3.7 

9,902 

1,017 

10.3 

Rochester  Telephone 

13.5 

11.3 

7.3 

44.9 

11.8 

18.2 

4.6 

-12.3 

788 

67 

8.5 

Cincinnati  Bell 

13.5 

8.3 

6.4 

35.4 

17.2 

2.2 

NM 

5.1 

1,123 

55 

4.9 

Southwestern  Bell 

12.8 

13.6 

8.2 

27.6 

3.6 

6.0 

2.3 

14.1 

9,816 

1,268 

12.9 

BellSouth 

12.7 

12.1 

7.9 

26.6 

4.9 

4.1 

-1.3 

13.4 

14,986 

1,692 

11.3 

So  New  Eng  Telecom 

12.5 

11.7 

7.1 

33.4 

2.9 

-0.7 

NM 

13.8 

1,618 

148 

9.1 

US  West 

11.3 

6.4 

4.7 

32.4 

5.1 

4.1 

-6.6 

-48.3 

10,624 

649 

6.1 

American  Tel  &  Tel 

10.8 

20.4 

12.9 

27.1 

0.5 

1.1 

NM 

372.7 

63,863 

3,442 

5.4 

Nynex 

9.4 

7.6 

5.4 

32.2 

3.4 

-2.5 

-12.8 

-21.8 

13,087 

736 

5.6 

Scientific-Atlanta 

8.4 

6.9 

7.0 

0.6 

2.4 

26.5 

NM 

D-P 

624 

21 

3.3 

■ 

Comsat 

6.8 

7.0 

4.7 

40.7 

4.8 

10.1 

NM 

D-P 

548 

42 

7.6 

DSC  Communications 

def 

def 

1.3 

55,2 

.11.6 

-3.2 

NM 

D-D 

487 

-10 

def 

McCaw  Cellular 

def 

def 

0.8 

66.7 

79.3 

26.6 

NM 

D-D 

1,628 

-407 

def 

Medians 

13.5 

12.5 

8.0 

35.4 

5.1 

3.6 

-1.3 

5.1 

8.175 

407 

8.5 

Industry  medians 

12.2 

11.0 

8.3 

25.8 

13.7 

6.5         -17.1 

7.6 

1,288 

56 

4.2 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4         -22.7 

7.6 

1,383 

43 

3.0 

D-D;  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    def:  Deficit. 

NA:  Not  availat: 

)le.    NE;  N( 

>gative  equity. 

NM:  Not 

meaningful.    *Four-year  average.    1 

Three-year  average.    For  fu 

rther  explanati 

on,  see  page 

95.    Sources:  Forbes;  Value  Line  Data  Base  Service  via 

Lotus  One  S 

ource. 
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deal, 
'liters 
I'd'ss ' 


If  you  think  viewing  a  movie  at  home  is 
a  mere  spectator  sport,  you've  never  strapped 
yourself  into  the  Pioneer*  Home  Theater. 
With  our  leadership  in  both  audio  and  video 
technology,  the  linking  of  the  tw^o  produces  unprece- 
dented results. 

What  you  see  is  the 
sharpest,  brightest 
picture  ever  played  on  a 
50-inch  screen.  Our 


Pioneer  Home  Theater, 
"^bu  dont  just  watch  it. 


ProVision™  line  of 
projection  TVs  fea- 
tures a  sophisticated 
new  short-focus  lens 
system  for  a  25% 
brighter  picture. The 
new^  high-contrast 
black  screen 

increases  the  contrast  ratio  by  20%.  And  an  advanced 
three-line  digital  comb  filter  significantly  enhances 
color  accuracy  and  improves  picture  quality. 

The  picture  source  is  a  Pioneer  LaserDisc  Player,  a 


The  Pioneer  CLD-D701  Combination 

CDILcuerDLic  Player  and  VSX-D901S  A/V  Receiver 

with  Dolby  Pro  Logic. 


technology  in  which  we  have  led  worldw^ide 
The  ultimate  in  sight  and  sound,  it  comes 
60%  closer  to  reality  than  ordinary  video- 
tape. And  features  the  superiority  of  digital  sound. 
Of  course,  what  you  hear  is  spectacular.  The 

enveloping  intensity  of  five- 
channel 
Dolby  Pro 
Logic" 
Surround 
Sound.  All 
delivered 
care  of  the  industry-leading 
AudioA^ideo  Receivers  by  Pioneer. 

To  maximize  the  quality  of 
Surround  Sound,  we've  assembled  a  superb  new  pack- 
age of  perfectly  matched  modular  speakers  specially 
designed  to  deliver  a  theater-like  experience. 

Of  course,  there's  a  lot  more  to  tell,  so  call  us  at 
1-800-PIONEER  for  more  information.  Or,  drop 
by  a  Pioneer  Home  Theater  dealer.  You'll  find  just  what 
you'd  expect  from  the  leaders  in  audio 
and  video:  Home  Theater  so  advanced, 
you  don't  just  w^atch  it.™ 

Our  new  ProVLiion 
SD-P5065K  Projection  TV 
incorporatej  a  hodt  of 
technological  innovations. 
Pictured  here  i)  an  actual 


rm 


All  Pioneer  LajerDLtc  Players 
let  you  enjoy  both  lajerduio) 
and  CD<>.  A,ik  your  Pioneer 
retailer  about  special  CD 
anil  Luierduic  offers  from 
Columbia  Hoiuie. 


©B93 Pioneer  Electronics  (I'SA)  Inc.,  Long  Beach,  CA.  Dolby  am)  Pro  Logic  are  regis- 
tered trade nwrkj  of  Dollfy  Laboratories  Licensing  Corporation.  ©  1991  Carolco  Pictures 
Inc.  All  rights  reservetf.  The  depiction  of  ENDOSKELETON  is  a  tradenuirk  of  Carolco. 


ib  Constniction 


A  wobbly  economic  recovery  helped  the  construction  industry 
I  turn  the  corner  in  1992.  This  year's  outlook  for  housing 
and  highway  building  looks  pretty  good. 


By  Claire  Poole 


Thanks  largely  to  a  21%  increase  in  single -family  housing 
starts — to  960,000  units — the  total  of  new  construction 
contracts  rose  an  estimated  6%,  to  $248  billion  last  year. 
Robert  Murray,  chief  economist  of  McGraw-Hill's  Con- 
struction Information  Group,  expects  that  contracts  will 
rise  another  8%  this  year,  to  S267  billion.  Says  he:  "The 
greatest  potential  for  expansion  will  once  again  be  coming 
from  housing  and  highways." 

Murray  is  projecting  a  9%  gain  in  single-family  housing 
starts  this  year,  to  just  oxer  1  million  units.  Leading  the 
rebound  last  year  were  South  Central  states  like  Texas, 
Arkansas  and  Tennessee.  That  trend  should  continue  this 
year,  with  about  a  19%  growth  in  this  region.  Next  most 
active  region:  the  South  Atlantic  states,  where  Florida  is 
busily  rebuilding  in  the  wake  of  Hurricane  Andrew.  About 
a  16%  gain  is  expected.  That's  good  news  for  regional 


builders  such  as  Centex,  Ryland  and  especially  Lennar, 
which  has  the  lion's  share  of  the  south  Florida  market.  An 
estimated  11%  improvement  is  expected  in  the  Northeast 
and  North  Central  states,  which  will  help  PHM  Corp.  But 
Kaufman  &  Broad  Home  and  Standard  Pacific  may  have 
to  endure  another  year  of  a  neak  market  in  the  West. 

A  turnaround  could  come  this  year  in  multifamily 
housing.  Last  year  multitamily  home  building  hit  bottom 
with  its  lowest  volimie  in  30  years  with  an  estimated 
165,000  units  under  contract.  McGraw-Hill's  Murray  is 
expecting  a  6%  recoveiy  in  multitamily  housing  in  1993. 

Housing  rebounds  help  other  businesses,  too,  of 
course.  Masco  Corp.,  a  maker  of  home  furnishings  and 
kitchen  and  bathroom  products;  Ply  Gem  Industries,  a 
manufacturer  of  wood  paneling,  windows  and  patio  doors; 
and  Owens-Corning,  a  supplier  of  insulation  and  roofing 


I. 


Construction 


Company 


Commercial  builders 

Jacobs  Engineering 

Fluor 

Granite  Construction 

Apogee  Enterprises 

Blount 

CBI  Industries 
Foster  Wheeler 
Morrison  Knudsen 
Perini 

Turner  Corp 
Forest  City  Enterprises 
Butler  Manufacturing 
Guy  F  Atkinson 

Medians 

Residential  builders 

Kaufman  &  Broad  Home 

Ryland  Group 

PHM 

Centex 

Lennar 

Skyline 
MDC  Holdings 
US  Home 

Medians 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


23.5 
16.5 
15.0 
14.3 
7.9 

7.7 
7.4 
4.4 
2.4 
2.3 
1.4 
0.8 
def 

7.4 


18.7 

14.1 

13.0 

9.8 

9.1 

5.7 
def 
def 

9.5 


Return  on 
capital 
latest 


Earnings  per  share 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12mos       12mos 


24,2 

14.0 

4.6 

3.7 

0.8 

9.5 
8.9 
2.9 

3.1 
def 
def 
def 
1.1 

3.1 


8.6 
7.2 
18.2 
8.9 
8.3 


8.5 


24.5 

12.4 

4.8 

4.1 
3,0 

9.1 
6,4 
3,3 
3.4 
3.7 
3,0 
def 
1.2 

3.7 


7,0 
6.2 
12,9 
7,4 
5.0 


6.3 


0.0 

8.3 

18.3 

17.6 

33.1 

20.7 
42.7 
32.3 
28.3 
51.8 
91.6 
60.4 
2.6 

28.3 


36.4 
40,0 
22.3 
28.0 
30.9 


33.7 


23.0 
12.0 
10.0 
18.9 
-14.8 

7.8 

10.2 

NM 

6.0 

2.6 

36.1 

-4.2 

-4.3 

7.8 


19.8 

3.8 

NM 

11.9 

.  NM 


6.8 
-7.2 
-6.7 
-2.7 
10.4 

3.4 
16.7 
10.7 

8.1 
-4.2 

5.5 

4.3 
-24.9 

4.3 


-19.6 

15.3 

8.9 

4.6 

25.5 


4.4 

4,4 

0,0 

NM 

18.5 

2.4 

5,6 

59.9 

-10.0 

13,9 

19,9 

6,4 

63.4 

-8.0 

26.3 

14.6 


41.2 

67.3* 

10.3 

NM 

NM 

47.7 
31.8 
NM 
-28.8 
NM 
NM 
NM 
NM 

NM 


NM 

-20.6 

27.8 

NM 

NM 


NM 


D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit,  P-D:  Profit  to  deficit,  D-Z;  Deficit  to  zero, 
meaningful,  *Four-year  average,  tThree-year  average.  For  further  explanation,  see  page  95 
Sources:  Forbes:  Value  Lme  Data  Base  Service  via  Lotus  One  Source. 


-9.0 

Z-P:  Zero  to  profit,    def:  Deficit. 


29.1 

-7,9 

-62,4 

-71.6 

D-P 

25,3 
14,4 
-75,2 
D-P 
D-D 
D-D 
D-D 
D-P 

-7.9 


48,1 
88,7 
154,4 
67.8 
27.7 


-17.6 

48.8 

NM 

D-P 

NM 

D-P 

1,106 

6,538 

535 

580 

685 

1,660 

2,281 

2,112 

1,060 

2,647 

430 

490 

539 


27 

144 

8 

4 

1 

74 

48 

11 

6 

0 

-9 

-6 

1 


1,060 

6 

1,027 

27 

1,390 

22 

1,276 

69 

2,272 

48 

404 

25 

371 

7 

479 

4 

635 

15 

2.4 
2.2 
1.4 
0.7 
0.2 

4.4 
2.1 
0.5 
0.6 
0.0 
def 
def 
0.2 

0.6 


2.6 
1.6 
5.4 
2.1 
6.1 

1.9 
0.9 
2.4 

78.3      831     24     2.2 

NA:  Not  available,    NE:  Negative  equity.    NM:  Not 
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Mundane  business, 
exceptional  results 

Making  crushed  stone  for 
concrete  isn't  a  veiy  glam- 
orous business.  But  who 
cares  about  glamour  if 
^you're  $1.1  billion  (esti- 
'  mated  1992  sales)  Vulcan 
Materials,  the  nation's 
largest  and  most  profitable 
aggregates  producer. 

Credit  Herbert 
Sklenar,  61,  for  Birming- 
ham, Ala. -based  Vulcan's 
brisk  growth  and  tight  fo- 
cus. When  Sklenar  took 
over  as  Vulcan's  president 
in  1983,  the  company 
had  sales  of  only  $820  mil- 
lion and  was  hobbled  by 
unrelated  and  marginal 
units  like  oil  and  gas  ex- 


ploration and  scrap  metals. 
Sklenar  enlarged  Vul- 
can's existing  rock-crush- 
ing facilities,  bought  up 
the  operations  of  weaker 
competitors  and  dumped 
the  marginal  businesses. 

In  1988  Vulcan  cele- 
brated a  record  year,  with 
net  earnings  of  $136  mil- 
lion on  $1  billion  in  sales. 
Its  return  on  equit)'  hit 
22%.  But  Sklenar  wasn't  in 
a  mood  for  celebration. 
He  saw  the  slump  coming 
in  construction  and  knew 
that  materials  companies 
would  be  next  to  feel  the 
domino  effect. 

So  Sldenar  put  Vulcan 
on  a  diet.  In  the  past  two 
years  he's  trimmed  300 
jobs  from  the  6,600-person 
payroll,  frozen  salaries 


and  bonuses,  and  cut  back 
on  overtime  and  shift 
lengths.  In  1 99 1  he  cut 
capital  spending  by  46%. 
Vulcan  suiAi\ed  the  reces- 
sion with  shaved  earnings 
but  no  losses.  Merrill  Lynch 
analyst  Jonathan  Gold- 
farb  is  expecting  earnings  to 
rise  to  $106  million  this 
year,  up  20%  from  an  esti- 
mated $88  million  in 
1992. 

Belt-tightening  is  only 
one  reason  for  Vulcan's 
success.  A  decentralized 
approach  to  customer  ser- 
vice is  another.  Each  of  its 
1 34  quarries  has  its  own 
quality  control  and  sales- 
people, who  follow  a  job 
from  design  to  usage. 

Sklenar  continues  to 
look  for  new  markets.  In 


1990  Vulcan  began  ship- 
ping aggregates  to  Gulf 
Coast  markets  from  Mex- 
ico's Yucatan  peninsula, 
where  the  company  oper- 
ates a  $200  million  quarn- 
and  port  facility  in  part- 
nership with  Mexican  con- 
struction firm  Grupo  ICA. 
This  year  the  operation  will 
probably  increase  its  pro- 
duction 25%,  to  5  million 
tons — and  turn  a  profit. 

Last  year  Sklenar,  who 
started  at  Vulcan  20  years 
ago  as  a  vice  president  of 
finance,  replaced  the  retir- 
ing Houston  Blount,  70, 
as  Vulcan's  chairman.  Says 
Sklenar:  "We're  satisfied 
working  with  mundane 
materials.  But  we're  not 
satisfied  with  mundane 
results."  -C.P.  [■ 


Turning  a  very  unglamorous  business  into  a  very  profitable  one. 


r,'[  quarry 
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materials,  should  all  do  well  this  year. 

Public  works  contracts,  after  an  estimated  5%  gain  in 
1992,  should  expand  9%  this  year.  Up  to  $155  biMion  in 
federal  ftinding  will  be  axailable  o\er  the  next  fne  years  for 
transportation-related  construction,  with  almost  SI 20 
billion  earmarked  for  highwa\'s.  Companies  such  as  Morri- 
son Knudsen,  which  builds  bridges,  highways,  railways 
and  tunnels,  and  Vulcan  Materials,  the  largest  U.S.  pro- 
ducer of  construction  aggregates  (see  box,  p.  121),  will  gain 
further  if  the  new  Administration  follows  through  on  its 
promise  to  rebuild  infrastructure. 

The  outlook  isn't  as  bright  for  other  segments  of  the 
construction  industry.  Commercial  construction — of- 
fices, hotels,  shopping  centers — fell  more  than  50%  from 


its  1985  peak  to  an  estimated  S43  billion  in  contracts  in 
1992.  This  might  improve,  but  only  slightly,  this  year. 

Office  building,  after  a  sharp  75%  decline  between  1985 
and  1991,  finally  stabilized  last  year  at  an  estimated  85 
million  square  feet  and  will  probably  remain  flat  this  year. 
Past  o\'erbuilding  has  kept  xacancy  rates  at  about  19%  in 
central  business  districts  as  well  as  suburbia.  Industrial 
construction,  after  dropping  another  12%  last  year,  is 
expected  to  finally  rise  3%  in  1993,  to  S7.3  billion. 

In  the  1980s  the  building  of  schools,  health  care 
facilities,  prisons  and  other  institutions  grew  steadily.  But 
that  kind  of  construction  flattened  out  in  1992  and  isn't 
expected  to  improxe  much  s(K)n.  Look  for  housing  and 
highways  to  fuel  the  construction  industiy  this  year.     IH 


Construction 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Return  on 
capital 

Sales 

Earnings 

per  share 

5-year         latest 

latest 

Debt/ 

5 -year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Cement  &  gypsum 

Vulcan  Materials 

16.3          10.2 

8.5 

12.6 

2.4 

3.7 

NM 

-5,7 

1.062 

69 

6.5 

CalMat 

12.3            0.1 

0.4 

9.0 

-9.8 

-12.2 

NM 

-98,9 

339 

0 

def 

Florida  Rock  Inds 

11.2            3.2 

3.3 

16.6 

5.1 

-12.6 

-31.3 

118,5 

275 

6 

2,0 

Ameron 

8.2            5.2 

5.2 

38.6 

9.6 

-4.8 

-4.4 

-2,5 

445 

7 

1,7 

Lafarge 

6.0            def 

0.3 

42.6 

10.1 

-6.8 

NM 

D-D 

1,511 

-32 

def 

USG 

5.1             NE 

def 

445.1 

-9.7 

0,6 

NM 

D-D 

1,758 

-174 

def 

Southdown 

3.9             def 

def 

39.8 

10.5 

-1.3 

NM 

D-D 

505 

-38 

def 

Holnam 

def            def 

def 

52.0 

8.4 

-3.4 

NM 

D-D 

957 

-95 

def 

Dravo 

def           def 

3.1 

48.0 

-10.2 

-4.8 

NM 

D-D 

279 

1 

0.3 

Medians 

6.0            def 

0.4 

39.8 

5.1 

-4.8 

NM 

D-D 

505 

0 

def 

Other  materials 

Waxman  Inds 

10.9            def 

5.2 

84.2 

30.7 

-1,4 

NM 

P-D 

381 

-3 

def 

Masco  Corp 

9.3            6.1 

5.7 

43.3 

17.0 

10,3 

-25.7 

170,4 

3.423 

112 

3.3 

Manville 

7.8t          def 

4.3 

51.1 

1.7 

1,9 

NM 

P-D 

2,150 

-2 

def 

Ply  Gem  Industries 

6.7            4.9 

5.8 

53.7 

20.4 

10.0 

-14.2 

500, 0-h 

602 

6 

1,0 

Carlisle  Cos 

6.4          12.5 

11.3 

25.5 

2.1 

1.2 

NM 

D-P 

534 

24 

4,5 

Noland 

3.1            2.0 

2.9 

27.9 

-1.6 

4.4 

NM 

D-P 

406 

2 

0,5 

Hughes  Supply 

2.8            def 

2.0 

46.2 

7.1 

8.4 

NM 

D-D 

518 

-1 

def 

Morgan  Products 

def            def 

1.5 

42.9 

NM 

8,3 

NM 

D-D 

387 

-1 

def 

Nortek 

def           def 

def 

57.4 

-2.6 

-12.0 

NM 

D-D 

824 

-31 

def 

Robertson-Ceco 

def            def 

def 

114.6 

5.7 

-29,7 

NM 

D-D 

479 

-138 

def 

Owens-Corning 

NE            NE 

def 

500.0+ 

-3.0 

-1.2 

NM 

D-D 

2,831 

-469 

def 

Eljer  Industries 

NA            def 

def 

70.9 

4.8 

-3,6 

NM 

D-D 

395 

-29 

def 

Mueller  Industries 

NA            def 

def 

19.3 

•2.7 

13,8 

NA 

NA 

503 

-32 

def 

Medians 

3.1            def 

2.0 

51.1 

2.7 

1.9 

NM 

P-D 

518 

-2 

def 

Industry  medians 

6.4            2.4 

3.7 

39.8 

3.8 

3.4 

NM 

-6,8 

602 

4 

0.5 
3.0 

All-industry  medians 

12.2          10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

D-D;  Deficit  to  deficit.     D-P;  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P;  Zero  to  profit,    c 

ef:  Deficit, 

NA:  Not  availa 

jle,    NE:  N( 

jgative  equity. 

NM;  Not 

meaningful.    'Four-year  average.    tTfiree-year  average.    For  further  explanat 

on, see  page 

95. 

Sources:  Forbes:  Value  Line  Data  Base  Service  via  Lotus  One  Source.      ^J, 
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Robert  L.  Kamba,  Vice  President,  MCI  Network 
Management,  takes  a  call  at  Md's  new  facility 
in  Morrisville,  NC. 


r  "^ 


M  loNG  mm  m  only 

NORTH  CAROLINA  COULD  ANSWER 


1 


i.;l 


When  MCI  put  out  the  call  for  locations 
for  its  new  $20  million  National  Network 
Management  Headquarters,  it  called  for  a  lot. 
C^ality  of  life.  Skilled  workers.  Local  training 
programs  and  facilities.  A  strategic  location  on 
the  East  Coast.  And  a  proven  track  record  of 
flexibility  with  high-tech  businesses  that  would 
help  MCI  successfully  answer  the  call  of  the 
future  in  one  of  the  worlds  hottest  growth 
industries. 

It.wcis  a  tough  call  to  make.  But  in  the  end, 
only  North  Carolina  had  the  answers.  Like  the 
nations  lowest  construction  costs.  The  South- 
east s  largest  manufacturing  labor  pool.  And  the 


#1  U.S.  Metropolitan  area  for  R&D  facilities. 
Not  to  mention  some  of  the  best  beaches, 
mountains  and  golf  in  the  country. 

If  you're  looking  for  the  right  place  to 
connect  your  business  to  the  future,  we've  got 
a  direct  line  in  North  Carolina.  Call  David 
W.  Sheehan,  Client  Services,  State  of  North 
Carolina  at  (919)  733-4977,  Fax  (919)  733-9265. 


NORTH  CAROLINA 

TheBetter  Business  Climate ' 


North  Carolina  Department  of  Commerce,  Business  I  Industry  Heuehpment  Dtwsum,  430  N.  S(£>^3wy  Street,  R/ileigh,  North  Carolina  2  7611 

©1993,  North  Carolina  Department  Of  Commerce 
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Consumer  durables 

The  world  turned  upside  down: 
GM  imploded,  Chrysler  exploded 
and  Japan  eroded. 


By  Jerr)'  Flint 


Nobody's  breaking  out  the  champagne  \'et,  but  the  word 
"recovery"  is  finally  being  whispered  around  Detroit. 

Slowly,  the  U.S.  market  for  autos  and  light  trucks  is 
improxing — ft-om  12.3  million  sales  two  years  ago  to  12.9 
million  in  1992,  with  500,000  to  1  million  more  sales 
expected  in  1993.  The  big  three  grabbed  more  than  72% 
of  the  market  last  year,  a  pickup  of  two  percentage  points 
from  1991 .  Better  yet,  that  gain  comes  from  trendy  high- 
profit  \ehicles:  Chn'sler's  Jeeps,  Ford's  Explorers,  pickup 
taicks  and  minixans.  At  the  low  end,  GM's  Saturn  outsells 
Toyota's  Corolla  and  is  closing  in  on  Honda's  Civic. 


But  the  big  trouble  spot  remains  GM's  North  American 
operations.  Frightened  General  Motors  directors  forced 
out  top  managers  last  fall,  although  losses  in  North 
America  in  1992  narrowed  to  around  $4  billion,  from  $7 
billion  in  1991.  To  blame  are  high  costs,  overcapacity'  and 
a  poor  product  image,  which  means  CM  must  lure  custom- 
ers with  rebates.  "In  1987  we  spent  SI. 8  billion  on 
incentives.  In  1992  we're  spending  $9  billion.  We're 
buying  market  share,"  concedes  William  Hoglund,  GM 
executive  vice  president. 

Without  those  incentives,  GM  won't  have  much  in  the 


Consumer 
durables 


Company 


Automobiles  &  trucks 

Paccar 
Volvo 

Honda  Motor 
Ford  Motor 
Nissan  Motor 

Chrysler 
General  Motors 
Navistar  IntI 

Medians 

Automotive  parts 

Bandag 
TBC 

Genuine  Parts 
Cooper  Tire  &  Rubber 
Danaher 

Snap-on  Tools 
PPG  Industries 
Modine  Manufacturing 
Eaton 
Barnes  Group 

Johnson  Controls 

Dana 

Echlin 

TRW 

Goodyear 

AlliedSignal 

SPX 

Douglas  &  Lomason 

Standard  Motor  Prods 

Standard  Products 


Profitability 


Return  on  equity 


Growth 


Net         Profit 
Sales     income    margin 


Earnings  per  share 


12.4 
9.6 
8.1 

7.4 
4.3 

2.5 
def 
def 

5.9 


40.2 
24.7 
21.6 
20.9 
20.6 

17.4 
15.9 
15.2 
13.7 
11.8 

9.4 
8.5 
8.1 
7.9 
7.8 

7.5 
6.5 
6.4 
6.0 
5.5 


Return  on 
capital 
latest 


5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital        average       12  mos       average       12  mos       12  mos       12  mos       12  mos 
%  %  %  %  %  %  %  %  Smil  Smil 


5.8 
3.4 
5.7 
0.2 
3.3 

4.4 
def 
def 

3.4 


28.9 
23.4 
19.2 
23.6 
7.3 

11.0 

9.8 

14.3 

10.7 

7.1 

10.0 
4.0 
9.9 
def 

14.4 

17.5 
7,8 

16.0 
2.8 

20.0 


5.9 
2.5 
4.7 
4.2 
3.2 

4.1 
0.4 
def 

3.7 


26.7 
23.4 
18.5 
19.9 
6.7 

11.0 
7.6 

11.7 
8.3 
6.4 

8.5 
5.3 
8.0 
def 
9.1 

11.9 
6.5 

11.4 
4.3 

13.6 


30.9 
16.0 
34.3 
66.1 
49.4 

64.2 
55.5 
77.4 

52.5 


1.6 
0.0 
1.3 
8.7 
34.8 

1.0 
19.1 
23.3 
31.2 
31.8 

17.9 
46.8 
21.6 
34.0 
33.1 

31.0 
35.9 
24.4 
23.8 
26.4 


4.8 
NM 
10.1 
5.3 
9.4 

2.6 
1.7 
NM 

3.7 


9.9 

4.3 

7.7 

11.4 

12.4 

6.0 
4.2 
8.0 
NM 
4.5 

14.2 
4.6 
9.9 
5.7 
3.8 

"  1.0 
NM 
7.9 

12.9 
6.9 


8.2 

11.6 

6.7 

6.9 

14.1 

20.9 

9.2 

-1.7 

8.7 


1.5 
12.5 

6.5 
18.2 

8.6 

1.7 

1.3 

7.6 

11.2 

-1.1 

13.1 
5.3 
5.8 
6.0 
6.4 

0.2 

19.3 

4.7 

1.2 

10.6 


NM 
-9.7 
-5.6 

NM 
15.3 

NM 
NM 
NM 

NM 


14.1 
25.0 
12.3 
28.2 
NM 

NM 
NM 
7.0 
NM 
NM 

NM 
-24.2 

NM 
NM 
NM 

NM 

NM 

NM 

-18.0 

-9.2 


128.6 
D-P 

-13.8 

D-P 

25.0 

D-P 
D-D 
D-D 


11.9 
25.6 
6.2 
41.2 
76.6 

-1.7 
3.5 
2.5 

76.2 
-32.8 

30.6 

150.0 

53.3 

P-D 

D-P 

D-P 

D-P 

133.9 

-46.3 

D-P 


2,614 
15,204 
33,274 
96,707 
48,255 

34,880 

130,271 

3,553 


76.8         34,077 


593 

552 

3,604 

1,135 

912 

903 
5,825 

546 
3,771 

532 


59 
167 
459 
206 

434 

246 

-3,399 

-249 

187 


86 

21 

217 

104 

24 

72 
283 

31 
137 

11 


5,157 

123 

4,943 

41 

1,783 

64 

8,327 

-81 

11,638 

379 

11,994 

527 

797 

18 

386 

10 

536 

5 

669 

27 

2.3 

1.1 
1.4 
0.2 
0.9 

0.7 
def 
def 

0.8 


14.6 
3.8 
6.0 
9.2 
2.6 

8.0 
4.9 
5.8 
3.6 
2.1 

2.4 
0.8 
3.6 
def 
3.3 

4.4 
2.3 
2.5 
0.9 
4.1 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit, 
meaningful.    *Four-year  average.    tThree-year  average.    For 'urther  explanation,  see  page  95. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM;  Not 
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Bob  be  nimble, 
I  Bob  be  quick 


The  old  system  just 
wasn't  working.  Designers 
designed,  then  threw  it 
over  the  wall  to  engineers, 
who  engineered,  who 
then  threw  it  to  the  manu- 
facturing group.  But  cars 
took  too  long  to  develop — 
five  to  six  years.  Any  exec- 
utive with  stars  on  his 
shoulder  might  interfere, 
and  the  qualit)^  suffered. 

Then,  in  the  late 
1980s,  Chrysler  embraced 
a  better  idea:  the  "plat- 
form team."  The  aim  was 
to  create  mini  car  compa- 
nies: designers;  engineers; 
manufacturing  experts; 
finance,  marketing  and 
procurement  people; 
suppliers — working  to- 
gether, creating  one 
product  themselves. 

All  Chrysler  engineer- 
ing is  now  divided  into  four 
platform  teams:  for  large 
cars,  for  small  cars,  for  mini- 
vans,  and  for  trucks  and 
Jeeps.  Most  of  these  people 
are  now  under  one  roof, 
in  a  new  $  1  billion  facility  in 
Auburn  Hills,  Mich. 

Focusing  on  just  one 
vehicle  at  a  time,  team 
members  now  "stick 
their  noses  into  each  oth- 
er's business"  and  get 
more  of  a  feel  of  ownership. 


The  two  Bobs:  Chrysler  Chairman  Robert  Eaton  and  President  Robert  Lutz 
It  takes  a  team  to  make  it  happen. 


says  Robert  Lutz,  Chrys- 
ler president,  who  led  the 
drive  for  change. 

An  early  success:  A 
platform  team  of  840  peo- 
ple put  the  new  Chiysler 
LH  sedans  into  production 
in  just  39  months. 

Also  helping:  Lutz's 
new  product  theoiy  that 
Chrysler  cars  don't  have 
to  appeal  to  e\'erybody  as 
long  as  a  small  group  lusts 
for  them.  This  opened  the 
door  to  daring  styling  of 
the  LH  sedans  by  design 
chief  Thomas  Gale.  Lee 


lacocca,  the  boss,  might 
have  been  suspicious  but 
backed  his  lieutenants,  who 
made  it  happen. 

Coming  late  in  1993 
are  two  more  platform 
team  vehicles.  One  is  a 
small  car  on  which  Chrysler 
will  spend  less  than  half 
what  GM  spent  to  develop 
its  small  Saturn.  The  oth- 
er new  entr)'  is  a  full-size 
pickup  truck  with  a  big 
brawny  look  that  makes  it 
stand  out  from  every  oth- 
er pickup  on  the  road. 

Chrysler's  workers  still 


must  build  them  right  and 
the  dealers  must  sell  them 
right:  In  launching  the  LH 
line,  Chrysler  spent  $31 
million  on  a  dealer  training 
program  last  year. 

But  ultimately  it's  go- 
ing to  be  up  to  the  two 
Bobs — Chr)^sler's  new 
chairman,  Robert  Eaton, 
who  came  from  General 
Motors  (Europe),  and 
Lutz — to  make  it  all  hap- 
pen. Wall  Street,  which 
pushed  Chrysler's  stock 
from  10  to  30  last  year,  says 
it's  in  the  bag.       -J.F.  ^ 


way  of  new  cars  to  excite  buyers  this  year.  Even  so, 
management  believes  a  stronger  market  and  more  cost- 
cutting  co\ild  help  it  cut  its  loss  in  North  America  to  $1 
billion  in  1993  from  $4  billion.  To  cut  costs,  GM  is 
consolidating  its  auto  platforms  o\'er  the  next  few  years 
and  has  pulled  the  plug  on  weak  models  like  the  Oldsmo- 
bile  Toronado  and  Cadillac  Allante.  It  is  also  closing 
assembly  plants,  and  plans  to  exit  14% — $3  billion 
worth — of  its  parts  business  because  it  can  buy  cheaper  on 
the  outside. 

Unlike  GM,  Chr^^sler  has  new  models  that  are  exciting 
buyers  and  investors,  and  the  stock  tripled  last  year  (see 
box).  Over  at  Ford,  the  rest)ded  Taurus  and  Sable  posted  a 
23%  increase  in  •^ales  last  year.  Asian  manufacturers.^  They 

Forbes -T^  -0' 4,  J  993 


finally  had  to  contend  with  slower  times  in  their  own  home 
markets  and  tougher  competition  from  Detroit  and  Eu- 
rope. Honda  cut  U.S.  production  by  12%.  Mazda  canceled 
Amati,  a  luxur}^  division.  And  Korea's  Hyundai  ran  its 
Canadian  assembly  plant  at  only  15%  of  capacit)^ 

One  bright  spot  for  European  makers:  BMW,  which  last 
year  sold  25%  more  cars  in  the  U.S.  than  it  did  in  1991. 
The  German  automaker  also  broke  ground  in  South 
Carolina  for  a  new  assembly  plant  for  a  new  sports  car. 

How  about  appliance  sales.^"  The  market  finally  turned 
last  year  as  unit  sales  rose  7%,  to  46  million.  For  this 
industry  to  have  another  year  like  1987 — when  it  sold 
nearly  51  million  refrigerators,  washers,  air  conditioners 
and  other  big  appliances — the  housing  sector  must  have  a 
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Now  fly 

nonstop  to 

South  Amca. 


SAA's  Exclusive  New  747-400 
Nonstop  Service. 

Starting  November  4,  SAA's  new  nonstop 
JFK- Johannesburg  service  will  get  you  to  South 
Africa  quicker  than  ever  before— because  only 
SAA  flies  nonstop  from  the  U.S.— with  three 
nonstop  services  and  one  direct  service  each 
week  from  the  American  Airlines  terminal. 


SAA  SCHEDULE 

DEPART 
NYC 

MON. 

WED. 

FRI. 

SAT* 

6:30  PM 

6:30  PM 

6:30  PM 

6:30  PM 

ARRIVE 
JOHANNESBURG 

3:55  PM 
TUES. 

3:55  PM 
THURS. 

3:55  PM 
SAT 

5:25  PM 
SUN. 

'Direct  service  via  llha  do  Sal. 
Not  only  will  you  fly  in  less  time, 
but  also  in  more  luxury  and  com- 
fort aboard  a  custom-configured 
747-400.  In  fact  SAA  has  been 
voted  '  'Best  Airline  to  Africa' ' 
four  years  rurming  by  the  readers 
of  Executive  Traveller  in  the  U.K 


Who's  faster 
by  hours? 

OURS! 


SAAJlies  you  there  in  less  than  half  the  time  it 
takes  to  go  via  Europe  on  other  airlines. 

As  an  incentive,  when  you  fly  Blue  Diamond 
(First)  or  Gold  (Business)  class,  our  special 
Spouse  Fare  lets  you  bring  your  other  half 
for  only  half. 

For  reservations,  see  your  travel  agent  or 
caU  1-800-722-9675. 


SOUTH  AFRICAN  AIRWAYS 


(lid  recover^'. 

Recreational  vehicles.'  Motor  homes,  trax'el  trailers  and 
vans — made  by  companies  like  Winnebago,  Fleetwood 
and  Coachmen — also  made  a  comeback.  Industiy  ship- 


ments last  year  ran  30%  ahead  of  1991.  It  might  be  the 
weak  dollar  encouraging  vacations  at  home.  Or,  because  a 
travel  trailer  is  about  as  discretionaiy  as  you  get,  it  ma\'  be  a 
sign  that  some  good  times  are  returning.  WM 


Consumer 

Net 

Profit 

^^  ^^  ■  ■  ^^  VB  ■  ■  ■  ^^H 

durables 

Profitability 

Growth 

Sales 

income 

margin 

^^^^^^^^^^H 

^^^■^^^^■jj 

■■l^^^^^l 

^^^^^^^^H 

i^^^^H^^H 

^^^^^^^^^^H 

l^^^^^^^^l 

^^■■■■^^1 

^^^^^^^■H 

Return  on  equity 

Sales 

Earnings 

per  share 

Wl       ■ 

Return  on 
capital 

^^^^^^^H 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

^^^B 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12  mos 

12  mos 

12  mos 

Company      ^^^ 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Allen  Group 

5.4 

13.7 

10.8 

47.5 

-6.3 

-2.7 

NM 

D-P 

264 

20 

7.6 

Arvin  Industries 

4.7 

7.5 

6,8 

43.5 

10.1 

11.3 

-20.6 

71.6 

1,859 

39 

2.1 

AO  Smith 

4.0 

9.2 

6,8 

33.7 

-0.9 

13.6 

-27.9 

272.2 

981 

26 

2.7 

Federal-Mogul 

3.8 

0.1 

3,2 

31.1 

2.5 

4.5 

NM 

D-P 

1,173 

3 

0.3 

Masco  Industries 

2.3 

8.6 

6,5 

72.6 

11.5 

11.9 

NM 

D-P 

1,620 

31 

1.9 

Varity 

def 

def 

def 

59.6 

18.9 

8.0 

NM 

D-D 

3,459 

-93 

def 

Cummins  Engine 

def 

4.3 

5.8 

30.4 

8.0 

4.6 

NM 

D-P 

3,599 

38 

1.1 

Fruehauf  Trailer 

NA 

def 

def 

69.5 

-12.6 

2.4 

NA 

D-D 

523 

-46 

def 
2.6 

Medians 

7.9 

9.9 

7.8 

31.1 

6.5 

6.2 

NM 

62.5 

1,154 

31 

Appliances 

Maytag 

16.0 

1.4 

3.1 

37.0 

14.1 

0.5 

-14.7 

-79.4 

2,984 

14 

0.5 

Whirlpool 

10.1 

12.0 

8.5 

48.4 

13.3 

7.3 

-6.8 

139.4 

7,170 

183 

2.6 

Pittway 

8.0 

12.6 

10.8 

10.8 

10.2 

6.5 

-9.7 

134.2 

1,035 

50 

4.9 

Black  &  Decker 

7.0 

5.2 

5.7 

60.6 

25.1 

2.4 

NM 

75.6 

4,731 

65 

1.4 

Sony 

6.5 

3.2 

3.7 

34.4 

28.6 

12.3 

5.6 

-48.0 

29,385 
632 

384 
-22 

1.3 
def 

Toro 

3.9 

def 

def 

53,4 

4.7 

-9.5 

NM 

P-D 

Harman  International 

3.7 

4.2 

5.6 

62,0 

11.5 

3.8 

-18.4 

D-P 

613 

3 

0.6 

Philips  Electronics 

def 

6.1 

8.5 

49,3 

5.2 

3.6 

NM 

D-P 

33,778 

381 

1.1 

Zenith  Electronics 

def 

def 

def 

36.0 

-10.5 

-3.3 

NM 

D-D 

1,258 

-85 

def 

Emerson  Radio 

def 

def 

def 

175.6 

NM 

4.4 

NM 

D-D 

836 

-30 

def 

Sunbeam/Oster 

NA 

14.2 

14.2 

26.7 

NM 

11.5 

NA 

NA 

944 

57 

6,0 

Medians 

5.2 

4.2 

5.6 

48.4 

10.2 

3.8 

NM 

13.8 

1,258 

50 

1.1 

Home  furnishings 

Rubbermaid 

22.1 

18.2 

17.3 

2.1 

15.6 

8.6 

16.3 

2.6 

1,781 

161 

9.1 

Newell  Co 

21.1 

19.7 

15.9 

18.8 

20.2 

24.1 

29.1 

8.6 

1,340 

139 

10,4 

Leggett  &  Piatt 

14.3 

16.0 

11.5 

23.4 

14.8 

4.1 

NM 

132.3 

1,130 

57 

5.0 

Kimball  International 

14.0 

12.0 

11.2 

0.9 

4.3 

18.4 

3.1 

23.4 

650 

37 

5.7 

La-Z-Boy  Chair 

12.6 

9.4 

8.4 

18.1 

8.0 

4.4 

NM 

-11.8 

640 

23 

3.6 

Heilig-Meyers 

12.2 

11.9 

9.3 

42.1 

13.8 

23.6 

10.9 

23.5 

580 

32 

5.5 

Premark  IntI 

11.5 

0.4     • 

2.0 

22.4 

7.5 

4.0 

NM 

-96.2 

2,908 

1 

0.1 

Oneida 

11.3 

8.9 

6.6 

35.9 

10.8 

9.2 

-16.4* 

43.7 

470 

10 

2.2 

Armstrong  World  Inds 

11.2 

def 

def 

18.0 

3.9 

3.1 

-16.0 

P-D 

2,533 

-48 

def 

Bassett  Furniture  Ind 

6.2 

9.9 

9.7 

0.0 

-1.5 

14.8 

-9.9 

63.4 

454 

25 

5.6 

Springs  Industries 

5.8 

7.3 

6.7 

31.3 

4.5 

4.0 

NM 

59.9 

1,945 

42 

2.2 

LADD  Furniture 

5.0 

def 

def 

32.9 

8.9 

6.8 

NM 

D-D 

470 

-7 

def 

Fieldcrest  Cannon 

def 

5.9 

7.4 

54.5 

NM 

2.0 

NM 

D-P 

1,231 

15 

1.2 

Interco 

NA 

NA 

NA 

69.3 

-14.8 

6.4 

NA 

NA 

1,510 

NA 

NA 

Medians 

11.5 

9.4 

8.4 

22.9 

7.7 

6.6 

-16.4 

23.4 

1,181 

25 

3.6 

Recreation  equipment 

Harley-Davidson 

27.4 

19.6 

16.9 

12.4 

20.5 

15.0 

31.9 

45.6 

1,031 

47 

4.6 

Huffy 

16.2 

12.9 

10.4 

37.7 

17.7 

6.2 

27.1 

-5.5 

678 

16 

2.4 

Fleetwood  Enterprises 

11.4 

10.4 

9.6 

17.3 

3.2 

20.0 

NM 

40.8 

1,743 

49 

2.8 

Brunswick 

4.5 

3.2 

3.3 

16.6 

NM 

6.8 

NM 

D-P 

2,242 

29 

1.3 

Outboard  Marine 

def 

0.4 

1.7 

27.5 

-7.3 

8.2 

NM 

D-P 

1,065 

2 

0.2 

Winnebago  Industries 

def 

def 

def 

3.9 

-10.3 

32.5 

NM 

D-D 

295 

-3 

def 

Coachmen  Industries 

def 

def 

def 

11.2 

-8.8 

21.1 

NM 

D-D 

275 

-2 

def 

Medians 

4.5 

3.2 

3.3 

16.6 

-7.3 

15.0 

NM 

40.8 

1,031 

16 

1.3 

Industry  medians 

7.8 

7.3 

6.7 

31.3 

5.5 

6.7 

NM 

41.0 

1,299 
1,383 

31 
43 

2.2 

3.0 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

D-0:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D;  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit,    def:  Deficit, 
meaningful,    *Four-year  average,    tThree-year  average.    For  further  explanation,  see  page  95. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


NA:  Not  available.    NE:  Negative  equity,    NM:  Not 
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This  announcement  appears  as  a  matter  of  record  only. 
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Senior  Subordinated  Notes  due  1996 
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The  undersigned  structured  the  financing  and  arranged 
the  private  placement  of  these  securities. 

I 

c 

i 
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J^.n  I  ' 

Prudential  Securities  Incorporated 

December  1989 

I 
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-'1 

when  you 
do  it  right 
the  first 
time, " 


y^^. 


^ii^' 


'1 


•r.* 


I  >v 


'«V^ . 


Lf* 


r»lPJ^ 


% 


^      * 


■^1 


l«^^ 


•A"** 


<     I 


;i 


This  announcement  appears  as  a  matter  of  record  only, 

nrnMOfmrSroRE' 

Pass-Through  Certificates, 
Residential  Second  Mortgage  Loans, 
Series  1991-2 
Class  A  and  Class  R 

$94,305,001.86 

8.625%  Class  A  Certificates 

The  undersigned  arranged  the  private  placement 
of  these  securities. 

Prudential  Securities  Incorporated 

June  27, 1991 

New  Issue 

2,200,000  Shares 

nm  Monet  Smx' 

Common  Stock 
Price  $16  Per  Share 

The  undersigned  acted  as  sole  manager 
of  this  public  offering. 

Prudential  Securities  Incorporated 

September  23,  1991 

This  announcement  appears  as  a  matter  of  record  only 

nrnMotmrSnonK* 

Pass-Through  Certificates, 
Residential  Second  Mortgage  Loans, 
Series  1991-4 
Class  A  and  Class  R 

$112,886,216.88 

7.05%  Class  A  Certificates 

The  undersigned  arranged  the  private  placement 
of  these  securities. 

Prudential  Securities  Incorporated 

December  20, 1991 

• 

New  Issue 

$109,857,772 

(Approximate) 

Class  A  Certificates 

TMS  Home  Equity 
Loan  Trust  1992-A 

6.95%  TMS  Home  Equity  Loan 

Asset  Backed  Certificates,  Series  1992-A 

IkEMormrSmx' 

Representative  and  Servicer 

The  undersigned  acted  as  lead  manager 
of  this  public  offering. 

Prudential  Securities  Incorporated 

February  27,  1992 

you  get  to 

do  it  right 

again  and 

again. 

This  announcement  appears  as  a  matter  of  record  only. 

naMOMBTStORE' 

$7,000,000 

Senior  Subordinated  Notes  due  1999 

The  undersigned  arranged  the  private  placement 
of  these  securities. 

Prudential  Securities  Incorporated 

lvlay1992 

S 

New  Issue 

$127,506,701 

(Approximate) 

Class  A  Certificates 

TMS  Home  Equity 
Trust  1992-B 

6.90%  TMS  Home  Equity  Loan 

Asset  Backed  Certificates,  Series  1992-B 

Representative  and  Servicer 

The  undersigned  acted  as  sole  manager 
of  this  public  offehng. 

Prudential  Securities  Incorporated 

June  16, 1992 

This  announcement  appears  as  a  matter  of  record  only. 

naMonmrSnRK* 

$125,000,000 

Senior  Notes  due  1996  and  1997 

The  undersigned  arranged  the  private  placement 
of  these  securities. 

Prudential  Securities  Incorporated 

September  1992 

New  Issue 

$129,717,511 

TIVIS  Home  Equity 
Trust  1992-C 

$89,571,106  6.20%  Class  A-1  Certificates 
$40,146,405  6.65%  Class  A-2  Certificates 
TMS  Home  Equity  Loan  Asset  Backed 
Certificates,  Series  1992-C 

ikE  MONET  Smx' 

Representative  and  Servicer 

The  undersigned  acted  as  sole  manager 
of  this  public  offering. 

Prudential  Securities  Incorporated 
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Consumer  nondurables 

U.S.  sales  of  household  products  and  personal 
care  products  remained  stagnant,  but  overseas 
markets  for  these  items  continued  to  grow. 


By  Amy  Feldman 


Caution  was  the  watchword  last  year  as  consumer  spend- 
ing on  nondurable  items  rose  only  about  3.5%.  "We're  not 
expecting  much  change  in  1993,"  says  Kenneth  Gold- 
stein, an  economist  at  the  New  York  City- based  Confer- 
ence Board. 

To  drum  up  interest,  makers  of  household  and  personal 
care  products  have  been  churning  out  all  sorts  of  new 
variations — everything  from  superconcentrated  laundry 
detergents  to  clear  deodorants — at  a  rapid  pace.  But  so  far 
many  of  those  have  been  met  with  a  big  yawn  from 
consumers.  Though  revenues  were  up  last  year,  U.S.  unit 
sales  were  almost  flat. 

You  have  to  go  overseas  to  find  real  growth.  Deodor- 


ants, diapers  and  tampons  are  hot  items  in  emerging 
markets  like  Argentina  and  India,  where  consumers  have 
growing  amounts  of  money  to  spend.  A  big  winner  has 
been  Procter  &  Gamble,  whose  international  sales  have 
grown  at  an  annual  compound  rate  of  21%  over  the  past 
five  years,  compared  with  6%  domestically.  p&G  has  done 
especially  well  oxerseas  with  Pampers  diapers  and  Pert 
shampoo.  "The  rest  of  the  world  is  trading  up,"  explains 
Merrill  Lynch  &  Co.  analyst  Deepak  Raj.  Gillette's  Sensor 
razor,  for  example — which  has  nearly  20%  of  the  U.S. 
market — is  becoming  all  the  rage  in  Europe,  as  consumers 
there  switch  to  Sensors. 

How's  apparel  doing.'  The  women's  market  has  become 
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Personal  products 

Gillette 

38.4          40.2 

26.3 

29.7 

10.7 

9.0 

17.3 

17.7 

4,997 

492 

9.9 

First  Brands 

31.0          17.2 

11.1 

49.8 

3.3 

-1.2 

-11.51 

-3.0 

996 

43 

4,3 

Johnson  &  Johnson 

29.0          28.7 

23.8 

17.8 

12.0 

10.8 

29.2 

15.7 

13,398 

1,627 

12,1 

Stanhome 

26.1          19.7 

19.9 

0.4 

14.1 

5.5 

14.4 

3.4 

745 

48 

6,5 

Tambrands 

25.9          43.6 

40.1 

0.8 

6.0 

8.6 

5.6 

5.8 
34,3 

693 
3,765 

95 
164 

13,7 
4,4 

Avon  Products 

23.4          68.1 

33.6 

37,3 

5.4 

4.9 

NM 

Kimberly-Clark 

22.0          21.9 

14.9 

20.1 

9.4 

4.7 

15.6 

14.8 

7,009 

552 

7,9 

Procter  &  Gamble 

20.2          17.5 

13.5 

21.2 

11.6 

8.9 

34.4 

1.0 

30,035 

1,767 

5,9 

Gibson  Greetings 

18.5            4.7 

4.5 

18.9 

10.9 

-10.2 

14.3 

-62.4 

475 

14 

3,0 

Colgate-Palmolive 

17.7          17.2 

16.4 

13.7 

3.1 

14.2 

NM 

317.5 

6,812 

454 

6,7 

5,4 

Church  &  Dwfight 

17.6         20.0 

17.3 

4.3 

11.6 

9.1 

15.8 

9.6 

512 

28 

!  Alberto-Culver 

17.2          15.4 

11.8 

16.9 

15.2 

24.9 

12.4 

28.3 

1,091 

39 

3,5 

Block  Drug 

15.0          13.5 

13.0 

4.0 

12.6 

9.6 

12.1 

7.7 

596 

60 

10,1 

Carter-Wallace 

14.7          11.8 

11.6 

3.5 

8.7 

-1.3 

8.0 

7.1 

660 

48 

7,3 

Clorox 

14.4          15.0 

11.0 

21.6 

9.0 

4.8 

NM 

111.5 

1,740 

119 

6,9 

Helene  Curtis  Inds 

10.4          12.8 

8.5 

45.2 

20.6 

14,6 

NM 

91.2 

1,090 

21 

1,9 

Duracell  IntI 

lO.r         18.3 

12.7 

38.5 

10.7 

5.7 

NM 

87.0 

1,649 

169 

10,2 

Scott  Paper 

9.0            def 

2.3 

46.7 

8.0 

-2.2 

NM 

P-D 

4,984 

-35 

def 

Service  Corp  IntI 

8.6          13.3 

7.4 

54.1 

3.8 

24.1 

7.1 

9.9 

753 

82 

10,9 

James  River  Corp  Va 

5.5           def 

2.2 

34.8 

NM 

-0.2 

-24.0 

P-D 

4,691 

20 

0,4 

Dial 

NA           1.0 

4.3 

49.7 

10.8 

0.5 

NM 

-91.9 

3,333 

10 

0,3 

Medians 

17.6          17.2 

12.7 

21.2 

10.7 

5.7 

7.1 

9.6 

1,649 

60 

6.5 

Apparel  &  shoes 

i 

NIKE 

36.0         28.1 

27.3 

1.4 

32.3 

14.1 

51.6 

11.1 

3,558 

337 

9,5 

Liz  Claiborne 

33.8          24.7 

24.2 

0.2 

19.3 

12.0 

22.0 

1.5 

2,179 

223 

10.3 

Stride  Rite 

32.4          29.6 

28.2 

1.4 

15.4 

5.8 

36.6 

11.7 

593 

71 

12,1 

Phillips-Van  Heusen 

29.4          19.5 

14.9 

51.0 

13.4 

14.3 

9.2 

43.8 

966 

32 

3.4 

LA  Gear 

28.0            def 

def 

0.0 

77.4 

-29.8 

NM 

D-D 
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def 
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"It's  not 
rocket  science" 

Twenty-fn'c  years  ago 
Church  &  Dw'ight  Co.  had 
sales  of  $16  million, 
based  on  a  healthy  little 
niche:  selling  Arm  & 
Hammer  baking  soda  as 
a  baking  ingredient  and 
as  a  powder  for  cleaning 
teeth. 

That  was  it.  Clean  and 
simple.  But  the  firm  stum- 
bled in  the  mid-1980s, 
after  it  tried  to  diversify  into 
eveiything  from  aerosol 
deodorant  to  cashew  but- 
ter. In  1985  Church  & 
Dwight's  net  income 
dropped  to  $5  million, 
from  $11  million  the  previ- 
ous year,  on  sales  of  $180 
million. 

Chairman  and  Chief 
Executi\'e  Dwight  Church 
Minton  realized  that,  like 
many  old  tamily-held  firms, 
Church  &  Dwight  had 
outgrown  its  entrepreneur- 
ial management  style.  "I 
figured  1  needed  help," 
says  Minton,  a  5 8 -year- 
old  Stanford  M.B.A.  Put- 
ting aside  ego  in  fa\'or  of 
safeguarding  the  family's 
43%  stake  (worth  $275 
million),  Minton  brought 
in  a  slew  of  top  managers 
from  Procter  &  Gamble, 
Johnson  &  Johnson  and 
Chesebrough- Pond's  to  do 
everx^hing  from  finance 
to  marketing  to  research 
and  development. 

It  didn't  take  long  for 
the  new  team  to  get  things 
in  order.  Oflf-focus  prod- 
ucts like  Scrunge  scrubber 
sponges  and  animal  feeds 
were  dropped.  And  an  old 
idea  that  \\'as  tested  and 
discarded  in  the  1970s — a 
baking  soda  toothpaste — 
was  re\'i\'ed  with  a  new  for- 
mula and  extensive  test 


Church  &  Dwight  Chief  Executive  Dwight  Minton 

Out  with  casbew  butter,  in  with  tartar-control  toothpaste. 


marketing.  The  result: 
Since  its  national  rollout 
in  1988,  Ai-m  &  Hammer 
Dental  Care  now  trails 
only  Crest  and  Colgate  and 
has  more  than  10%  of  the 
high-margin  $1 -billion- 
plus  toothpaste  market. 
Another  success:  Arm 
&  Hammer  Laundiy  De- 
tergent has  become  the 
firm's  biggest  seller,  with 
close  to  $200  million  in 
sales  in  1992.  This  c^ualit)' 
product  is  sold  without 
advertising,  relying  solely 
on  the  Arm  &  Hammer 
brand  name  and  trademark 


yellow  packaging.  The 
savings  are  passed  on  to 
consumers  with  prices 
that  are  20%  to  25%  below 
Tide  and  other  name 
brands. 

New  products?  Simple 
line  extensions.  Last  year 
Church  introduced  a 
baking-soda-based  cat  lit- 
ter deodorizer.  Smith 
Barney  analyst  Joseph  Koz- 
loff  believes  that  a  de- 
odorant will  hit  the  shelves 
this  year  that  could  gain 
sales  of  $50  million  or 
more.  That  might  be  fol- 
lowed by  a  bar  soap  or  auto- 


matic-dishwasher liquid. 
Last  year  Church  spent 
3.5%  of  sales,  or  $18  mil- 
lion, on  research  and  devel- 
opment, much  of  which  is 
subcontracted — as  is  some 
of  Church's  manufactur- 
ing. That  gives  Church  a  re- 
turn on  capital  of  17%, 
compared  with  the  industr\^ 
median  of  13%. 

Keeping  focused  and 
not  committing  lots  of  cap- 
ital to  bricks  and  mortar 
certainly  make  sense.  "It's 
not  rocket  science,"  says 
Minton,  "but  it  works  for 
us."  -A.F.  H 
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increasingly  di\'ided  between  the  discounters  and  the 
high-fashion  apparel  makers  (Forbes,  Dec.  7,  1992).  That 
split  has  put  the  squeeze  on  companies  that  straddle  the 
middle  market — from  moneylosing  Ciystal  Brands,  Inc. 
to  kids'  clothesmaker  Oshkosh  B'Gosh.  Liz  Claiborne, 
Inc.,  highly  successful  in  department  stores  with  its  name- 
sake brand,  is  moxing  into  the  mass  market.  In  xMay  it 
acquired  the  lower-priced  Russ,  Villager,  Crazy  Horse  and 
Red  Horse  labels  from  bankrupt  Russ  Togs. 

Textile  makers  finally  found  something  to  be  happy 
about.  After  almost  two  vears  of  tough  times,  the  market 


turned  in  the  first  half  of  1992.  By  year-end,  sales  were 
expected  to  reach  some  $6.7  billion,  an  increase  of  21% 
over  last  year's  low,  with  margins  returning  to  their  1989 
lexels.  Apart  from  the  economy's  coming  out  of  the 
recession,  this  upturn  is  caused  by  an  increase  in  consumer 
demand  for  home  furnishings. 

Among  the  best  performers  have  been  those  companies 
in  specific  niches.  These  include  Guilford  Mills,  Inc.,  a 
S623  million  (sales)  leading  producer  of  basic  warp  knit 
fabrics  and  microfibers,  and  Unifi  Inc.,  a  $1.1  billion 
maker  of  texturized  varn.  ■■ 
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Reebok  International 

26.2          27.7 

24,1 

11.3 

21.4 

11.9 

10.3 

16,2 

2,949 

232 

7.9 

Fruit  of  the  Loom 

24.8          24.5 

13.5 

41.4 

18.8 

.  20.7 

21.9* 

82.3 

1,827 

171 

9.4 

Leslie  Fay  Cos 

18.0          11.2 

10.3 

26.9 

9.6 

-10.2 

9.1 

-24.4 

777 

24 

3.1 

Russell 

15.9          15.3 

12,0 

22.9 

13.7 

21.1 

7.1 

54.9 

899 

78 

8.7 

VF 

15.8          21.4 

15,3 

32.5 

9.9 

30.7 

NM 

109.2 

3,646 

215 

5.9 

Keilwood 

10.8          10.7 

8,9 

27.4 

8.4 

14.1 

-11.7 

53.2 

946 

25 

2.6 

Oxford  Industries 

7.9          12.5 

10,7 

17.1 

-2.1 

8.1 

NM 

89.7 

539 

13 

2.4 

Gitano  Group 

7.7             def 

def 

72.6 

23.2 

15.1 

NM 

D-D 

868 

-165 

def 

Instrument  Systems 

7.2          22.6 

12,5 

15.6 

13.7 

9.0 

NM 

56.1 

521 

22 

4.2 

Crystal  Brands 

2.3            def 

def 

70.8 

23.5 

-22.7 

NM 

D-D 

653 

-71 

def 

Hartmarx 

def           def 

def 

51.2 

3.8 

-5.8 

NM 

D-D 

1,161 

-241 

def 

Salant 

def            NE 

def 

129.4 

29.7 

10.0 

NM 

D-D 

422 

-5 

def 

Warnaco  Group 

NE             NE 

11,1 

71.3 

5.6 

6.9 

NM 

D-P 

598 

23 

3,9 

Medians 

15.9          13.9 

11.5 

27.1 

14.6 

10.9 

NM 

14.0 

884 

25 

3.6 

Textiles 

Shaw  Industries 

24.5          18.9 

11.9 

39.6 

20.1 

14.6 

13.5 

73.5 

1,861 

67 

3.6 

Unifi 

24.2          25.0 

17.6 

37.3 

15.8 

11,3 

23.4 

79.4 

1,104 

85 

7.7 

Delta  Woodside  Inds 

20.1          13.9 

12.1 

24.9 

9.1 

8,8 

NM 

-13.0 

688 

37 

5.4 

Guilford  Mills 

8.7          14.0 

10.5 

25.5 

NM 

12,7 

NM 

71.0 

623 

27 

4.3 

Dixie  Yarns 

0.0           def 

def 

51.8 

6.7 

-6.8 

NM 

D-D 

470 

-19 

def 

DWG 

def           def 

6,9 

65,9 

2.5 

5.6 

NM 

D-D 

1,290 

-6 

def 

Burlington  Industries 

NE             NE 

1,7 

66.4 

-6.3 

7.3 

NM 

D-D 

2,066 

-89 

def 

Medians 

8.7          13.9 

10.5 

39.6 

6.7 

8.8 

NM 

-13.0 

1.104 

27 

3.6 

Photography  &  toys 

Polaroid 

37.1           14.0 

11.1 

32.7 

4.5 

5.1 

NM 

-76.8 

2.137 

128 

6,0 

Mattel 

33.2          29.9 

24.1 

28.1 

10.4 

20.4 

41.8i 

28,1 

1,850 

138 

7,4 

Tyco  Toys 

18.3          14.3 

13.5 

4.9 

43.6 

45.4 

NM 

500,0+ 

703 

34 

4,8 

Hasbro 

10.5          15.1 

12.7 

27.7 

8.1 

31,9 

NM 

139,7 

2,471 

158 

6.4 

Eastman  Kodak 

8.8            4.8 

4.5 

49.6 

11.2 

1,9 

NM 

-60.3 

19,861 

295 

1,5 

Fuqua  Industries 

def           def 

0.0 

46.7 

6.1 

21.3 

NM 

D-D 

1,114 

-21 

def 
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NA 
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12.0 

28.1 
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20.4 

NM 

-16.1 
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128 

Industry  medians 
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NM 
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43 
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43 
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Hindsight. 


$1 00.000    If  you  had  invested 

$10,000  m  Louisiam- 
Paafic  stock  when  the 
company  was  formed  in 
1973,  your  invest)nent 
would  be  worth  $113,000 
today  (based  on  stock 
price  as  of  12/1/92). 
Two  stock  splits  and  12 
stock  dimderids  would 
have  increased  your 
number  of  shares  from 
400  to  1,661.  Youddlso 
have  cash  dividends  of 
$13,987. 
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many  Happy  Returns  as  Louisiana- 
^cific  Celebrates  Its  20th 
.Anniversary 

Truthfully  it's  probably  one 
)f  the  last  places  you'd  expect  a  40 
Dercent  annual  return  over  20 
fears.  Louisiana-Pacific  is  not  a 
ligh  flying,  high-tech  company 
although  it  uses  technology  to 
oroduce  better  products).  It's  a 
Duilding  products  company  with  a 
iifference.  Formed  just  20  years 
ago,  Louisiana-Pacific  set  its  sights 
m  producing  innovative,  afford- 
able, environmentally  sound  con- 
struction materials  that  don't  need 
[he  big,  controversial  trees  that 
are  increasingly  off  limits. 

The  result  has  been  outstand- 
ing performance  in  so-so  markets 
and  turbo-charged  performance 
when  markets  are  hot. 

Changing  the  building  industry 

Louisiana-Pacific  is  the  com- 
pany that  changed  the  face  of  the 
building  industry  with  its  pioneer- 
ing of  a  plywood  substitute 
called  oriented  strand  board.  It's 
the  company  that  developed 
building  materiafs  and  insula- 
tion made  from  recycled  news- 
paper -  "the  world's  largest 
remaining  untapped  forest." 
It's  the  company  that  produced 


a  line  of  engineered  lumber  and 
wood  I-joists  that  are  stronger, 
stiffer  and  straighter  than  2x10 
or  2x12  lumber,  yet  use  half  the 
wood  and  weigh  about  45  per- 
cent less.  It's  the  company  that 
realized  that  energy  efficient 
windows  and  doors  can  be  both 
ati:ractive  and  affordable. 

Doing  something  about  it 

what  sets  Louisiana-Pacific 
apart  from  others  in  the  indus- 
try is  that  it  looks  at  every  chal- 
lenge as  an  opportunity.  From 
top  on  down  L-P  is  operationally 
oriented  for  quick  decisions  on 
the  local  level.  It's  not  inclined 
to  send  a  proposal  to  committee 
for  analysis.  Or  promise  a  fiall 
review  of  the  situation  next 
year.  It  is  poised  to  spot  an 
opening  and  move  now  with  an 
innovative  response. 

For  example,  by  the  1970s, 
Louisiana-Pacific  had  already 
recognized  what  would  only 
become  widely  known  a  decade 
later:  our  nation's  dependence 
on  old  growth  forests  would 
come  to  an  end.  In  response 
the  company  pioneered  a  non- 
veneer  waferboard  sheathing  as 
a  substitute  for  plywood.  That 
product  was  a  precursor  to 


today's  oriented  strand  board. 
And  what  began  as  one 
product  manufactured  in  one 
plant  in  1979  has  become  an 
entire  line  of  Louisiana-Pacific 
Inner-Seal®  products  manufac- 
tured in  18  plants.  In  the  U.S. 
alone,  the  market  now  exceeds 
10.6  billion  square  feet  a  year. 
And  guess  who  has  the  lion's 
share?  The  market  will  continue 
to  grow  as  production  of  plywood 
and  other  traditional  products 
declines  due  to  environmental 


pressures. 


Looking  ahead 

when  a  company  pro- 
duces products  that  work 
better,  are  more  environmen- 
tally sound  and  cost  less,  it's 
going  to  attract  customers. 
Louisiana-Pacific  has  shown 
that  to  be  true.  That's  why 
L-P  has  been  setting  records 
during  markets  that  can  best 
be  described  as  restrained. 
And  it's  why  Louisiana- 
Pacific's  prospects  are  so 
exciting  as  we  anticipate  a 
stronger  economy. 


Foresight. 


Fill  out  the  coupon  today  and  luell  send  you  more  information  on 
Louisiana-Pacific's  innovative  products  and  put  you  c  t  the  list  to  receive 
our  1992  annual  report  when  it's  available  in  March. 


Name 


City/Slate/Zip 


m 


Louisiana-Pacific 

Doing  something  about  it" 


111  S.W.  Fifth  Avenue  /  Portland.  OR97204  (503)221-0800  F/\X(503)  796-0204 
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Electric  utilities 


At  last  the  utility  business 
thanks  to  the  unregulated 
and  weak  demand  growth, 

By  Manjeet  Kripalani 

Federal  deregulation  of  the  big  integrated  utilities  plus 
aggressi\'e  moves  by  independent  power  producers  is 
finally  making  this  business  more  competitixe. 

In  1992  Congress  passed  legislation  that  will  allow  the 
independents  to  use  the  transmission  lines  of  the  big 
utilities  to  move  their  power — important  access  the  big 
operators  sometimes  prexiously  denied.  Moreoxer,  hold- 
ing companies  that  want  to  operate  power  plants  in  more 
than  one  state  can  now  do  so  with  less  bureaucratic  hassle. 


is  becoming  competitive- 
independent  producers 


nicpei 


Before,  they  had  to  submit  to  a  tedious — and  uncertain — 
process  with  the  Securities  &  Exchange  Commission. 

The  independents,  which  currently  pro\'ide  6%  of  the 
countiy's  total  generating  requirements,  are  helping  to 
break  the  monopoly  once  enjoyed  by  integrated  utilities. 
Unregulated,  these  new  operators — like  Destec  Energy 
and  AVS  Corp. — can  construct  and  operate  plants  more 
quickly  and  cheaply  than  the  integrated  utilities.  In  fact, 
independents  are  responsible  for  half  of  the  new  capacity 


A  rebel  utility 

"I  don't  care  for  the  sta- 
tus quo,"  says  San  Diego 
Gas  &  Electric  Chief  Ex- 
ecutive Thomas  Page. 
Good  thing,  too.  Once 
California's  highest-cost 
producer  of  energy,  the 
utilit)'  is  now  the  state's 
most  efficient  pro\'ider. 
Its  Standard  &  Poor's  rat- 
ing has  moxed  to  A-i-  from 
a  BBB-i-  rating.  Heavily  de- 
pendent on  oil  in  the 
1980s,  the  utility  has  re- 
duced oil  usage  to  just 
0.7%. 

Credit  Page,  59,  for 
the  comeback.  An  engineer 
and  an  accountant.  Page 
watched  the  telephones 
and  gas  pipelines  deregu- 
late. He  became  convinced 
that  the  old  utility  mod- 
el— forecast,  build,  operate 
and  hope  to  recover  prof- 
its— was  myopic. 

After  ordering  an  in- 
depth  analysis  of  the  power 
market  in  1983,  Page  de- 
termined there  would  be  a 
bigger — and  longer-last- 
ing— power  surplus  than 
prevailing  wisdom  held  at 
the  time.  So,  while  other 
utilities  were  building, 
SDG&H  halted  plans  for  any 
new  plants. 


It  turned  out  to  be  a 
smart  move.  With  an  abun- 
dance of  cheap  power 
available  on  the  market. 
Page  has  avoided  spend- 
ing lots  of  money  on  new 
capacity  by  simply  buying 
whate\'er  he  needed  to 
meet  demand.  Purchased 
power,  in  fact,  now  ac- 
counts for  56%  of  the  util- 
it)''s  output. 

There  has  been  one  big 
disappointment.  Page  had  a 
chance  to  merge  with  gi- 
ant scHcorp  almost  two 
years  ago,  a  mo\'e  that 
would  ha\'e  provided  the 
utility  with  enough  pow- 
er to  last  well  into  the  next 
centun,'.  sdg&h  will  have 
to  add  1 ,600  megawatts  of 
new  power  capacity  by 
the  year  2000  to  its  current 
capacity'  of  2,460  mega- 
watts. But  regulators  nixed 
the  deal,  saying  it  would 
create  too  great  a  monopo- 
ly. Undeterred,  Page  sim- 
ply went  back  out  shopping 
for  cheap  power.  Likely 
sources.'  The  Southwest, 
which  has  a  natural  gas 
surplus,  and  Mexico. 
And  the  company  is 
retrofitting  a  500-mega- 
watt  oil  and  gas  plant  with 
high-efficienc)'  gas 
turbines. 


Chief  Executive  Thomas  Page  at  SDG&E's  trading  desk 
With  cheap  power  plentiful,  the  utility  has  avoided 
adding  new  capacity  by  buying  whatever  it  needs. 


Page's  no-build  strate- 
gy ties  right  into  his  rate- 
making  ideas,  too.  Under 
a  plan  now  before  the  C'ali- 
fornia  Public  Utilities 
Commission,  rates  would 
be  based  on  six;&k's  abil- 
ity to  keep  its  prices  com- 
petitive rather  than  on 
the  amount  of  capital  in- 
vested. If  the  company 
keeps  its  prices  below  a  set 
benchmark,  stockholders 
and  customers  share  the 
profits.  If  prices  are  above 


the  benchmark,  everyone 
shares  the  costs. 

Is  Page  prepared  to  put 
his  shareholders  at  risk.'  "I 
want  to  set  the  agenda, 
rather  than  just  react  to 
someone  else's  [the  regu- 
lators' ]  agenda,"  says  Page. 
"There  should  be  a  re- 
ward for  being  smart,  rath- 
er than  for  just  imesting 
money.  Anybody  can  invest 
a  lot  of  money  and  then 
tiT  to  recoN'er 
it."  -M.K.  ■§ 
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that  came  on  line  during  the  1980s.  Independents  also 
have  lower  o\'erhead  because  the\'  don't  haxe  to  maintain 
transmission  lines  or  provide  customer  senice  to  retail 
users.  Local  utilities  find  it  cheaper  to  buy  power  from  the 
independents  than  to  build  new  plants.  By  the  end  of  the 
decade,  the  Edison  Electric  Institute  estimates,  the  inde- 
pendents will  provide  as  much  as  15%  of  the  country's 
generating  needs. 

Last  year  all  utilities  benefited  from  reduced  construc- 
tion requirements  and  the  cheaper  cost  of  money.  Many 
companies  took  ad\'antage  of  the  drop  in  interest  rates  and 
redeemed  high-cost  debt.  But  public  semce  commissions 


have  been  taking  a  harder  look  at  allowed  returns:  The 
a\erage  allowed  return  on  equit\'  has  been  cut  to  11.5% 
from  13%  only  two  years  ago. 

How  about  nuclear  energy.'  The  prospects  for  new 
atomic  tacilities  are  dim  at  best.  Other  sources  of  cheap 
power  are  abundant,  and  utilities  see  little  need  to  suffer 
the  costs  or  the  public  relations  pressure  involved  in 
building  nuclear  plants.  In  fact,  a  number  of  nuclear 
facilities — especially  older  units — are  being  phased  out. 
Much  of  the  new  generating  capacity  coming  on  line  burns 
natural  gas  or  low-sulfur  coal. 

Did  someone  say  environment?  The  1995  compliance 
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Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

utilities 

1 

Return  on  equity 

Return  on 

Sales 

Earnings  per  share 

lu>   f**^                         ^^^H 

capital 

j^^mmt^m                   ^^H 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

j^^^^H 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

■  % 

$mil 

$mil 

% 

Northeast 

Potomac  Electric 

14.1          10.4 

5.4 

39.1 

2.4 

5,2 

-3.6 

-13.0 

1,599 

191 

12,0 

Pennsylvania  P&L 

14.0          13.0 

7.1 

39,7 

3.6 

1.8 

5.6 

-2.5 

2,751 

340 

12,4 

New  England  Electric 

13.0          12.9 

7.2 

39.5 

8.1 

7.4 

NM 

8.4 

2,139 

185 

8,7 

Orange  &  Rockland 

12.9          11.7 

7.4 

42.5 

10.1 

17.6 

1.1 

-15.8 

814 

45 

5,5 

General  Public  Utils 

12.8            8.5 

5.9 

35.7 

3.8 

2.9 

4.1 

-27.3 

3,412 

195 

5,7 

Consolidated  Edison 

12.6          12.1 

8.0 

34,6 

3.0 

-1,7 

1.8 

-0.8 

5,797 

595 

10.3 

Atlantic  Energy 

12.6          11.9 

7.3 

33.5 

5.2 

6,6 

NM 

8,6 

813 

90 

11,1 

Allegheny  Power 

12.6          11.7 

7,3 

41.6 

5.7 

1,3 

-2.7 

-0,5 

2,303 

200 

8.7 

Northeast  Utilities 

12.2          11.9 

7,3 

53.1 

7.2 

14,3 

2.3 

0,0 

3,072 

251 

8.2 

Pub  Svc  Enterprise 

12.2          10.8 

6.7 

41.7 

3.2 

3,7 

NM 

8,0 

5,222 

501 

9.5 

Central  Maine  Power 

11.5          12.1 

7.7 

41.2 

10.4 

6,4 

2.0 

7.1 

889 

56 

7.4 

NY  State  E&G 

11.2          10.3 

6.0 

38.3 

4.4 

7,9 

NM 

-5.0 

1,649 

173 

10.5 

Baltimore  G&E 

10.6            8.8 

5.9 

35,6 

6.1 

4,2 

-10.8 

8.0 

2,489 

239 

9.5 

Delmarva  Power  &  Lt 

10.2          11.8 

6.6 

38.1 

3.6 

0.9 

-11.8 

174.1 

839 

92 

11.0 

Central  Hudson  G&E 

10.2          10.7 

6.8 

43,7 

3.3 

1.4 

-2.3t 

3.4 

510 
654 

44 

8.7 

American  Water  Works 

10.1            9.1 

6.6 

49.8 

6.0 

5.1 

2.9 

-14.8 

58 

10,4 

Philadelphia  Elec 

9.8            9.1 

6.6 

47.3 

5.2 

0.6 

11.6 

-15.7 

3,948 

418 

10,5 

Rochester  G&E 

9.7            7.9 

6.1 

42.6 

3.3 

4,3 

NM 

-16.7 

881 

56 

5,4 

Commonwealth  Energy 

8.8            7.4 

5.2 

41.5 

7.1 

2,7 

-13.6 

-18.1 

874 

24 

2,7 

Boston  Edison 

7.5          11.8    " 

6.6 

41.2 

3.3 

5.8 

-7.3 

11.1 

1,392 

105 

7.5 

Long  Island  Lighting 

7.2          10.7 

6.9 

55.4 

5.5 

4,7 

2.5 

-8.9 

2,628 

292 

11,1 

Niagara  Mohawk  Power 

6.1          10.0 

6.6 

50.0 

5.3 

8.2 

-21.4 

237.0 

3,585 

250 

7,0 

United  Illuminating 

6.0          12.9 

5.5 

47.4 

5.3 

4.5 

NM 

1.9 

670 

56 

8,4 

Medians 

11.2          10.8 

6.6 

41.5 

5.2 

4.5 

-3.6 

-0.5 

1,649 

185 

8.7 

North  central 

PSI  Resources 

22.4            def 

2.7 

42,9 

1.5 

-5.2 

-19.9 

P-D 

1,070 

-1 

def 

Cincinnati  G&E 

15.8          10.3 

7.0 

42.8 

1.7 

1.6 

5.9 

-27,0 

1,528 

192 

12.5 

Detroit  Edison 

^y  15.7          19.1 

9.4 

45.3 

5.0 

-0.6 

NM 

5.3 

3,542 

573 

15.2 

Union  Electric 

14.7          12.7 

7,6 

38.2 

2.5 

-4.6 

NM 

-13.9 

2,005 

280 

14.0 

Wisconsin  Energy 

14.4          11,7 

7,1 

33.3 

1.6 

2.0 

3.3 

-9,4 

1,540 

170 

11,1 

Ipaico  Enterptises 

14.1          11.6 

7,1 

31.8 

4.2 

-1.2 

-2.0 

-10,6 

631 

89 

14,1 

WPL  Holdings 

14.0           12.1 

7,1 

35.6 

2.9 

0.9 

2.1 

-8,0 

645 

56 

8,6 

DPL 

13.8           12.0 

8.9 

44.4 

0.5 

0,5 

NM 

-3,8 

1,009 

130 

12.8 

lES  Industries 

13.5            9.6 

6.1 

41.5 

2.2 

3.2 

6.1 

11,5 

565 

46 

5.9 

No  States  Power 

13.3            9.5 

5.8 

30.1 

4.4 

-2.1 

NM 

-25,2 

2,121 

168 

7,9 

Minnesota  Power  &  Lt 

13.1          10.2 

6,3 

34.9 

4.0 

0,9 

NM 

3,7 

487 

67 

13,7 

Wisconsin  Public  Svc 

13.0          12.6 

7,2 

30.8 

0.8 

1.5 

NM 

0,9 

627 

54 

8,5 

American  Electric 

13.0          10.1 

6.6 

42.1 

1.4 

-0.9 

NM 

-13.1 

5,015 

427 

8.5 

Iowa-Illinois  G&E 

12.5            8.8 

4.6 

41.3 

NM 

-5.5 

NM 

-28.9 

487 

45 

9.2 

CILcorp 

12.3            9.8 

5.2 

29.7 

4.8 

-2,2 

NM 

-13.2 

572 

33 

5.8 

Kansas  City  P&L 

11.9            8.3 

4.7 

33.1 

4.4 

-6.0 

NM 

-31.2 

786 

75 

9.5 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    d 

ef:  Deficit, 

NA:  Not  availa 

3le,    NE:  Hi 

'gative  equity. 

NM:  Not 

meaningful.    *Four-year average.    1 
Sources:  Forbes:  Value  Line  Data  Ba. 

Three-year  average.    For  fu 
;e  Service  via  Lotus  One  Sou 

rther  explanation,  see  page 
rce. 

95, 
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deadline  for  the  Clean  Air  Act  Amendents  of  1990  is 
looming.  Again,  the  independents  are  more  tle.xible  and 
generally  more  willing  than  the  big  utilities  to  experiment 
with  alternatixe  power  sources  like  solar,  geothermal  and 
wind.  But  the  whole  industn'  is  accelerating consenation. 
Things  under  the  Clinton  Administration  mav  not  be 


much  different.  Barr\'  Abramson,  an  analyst  at  Prudential 
Securities,  thinks  there  will  possibly  be  greater  emphasis 
on  conser\'ation.  But  he  doesn't  anticipate  big  policy 
changes  on  other  issues.  "Much  of  the  important  legisla- 
tion has  already  been  passed,"  he  says.  '''Congress  is  tired 
of  having  to  haggle  over  new  utilit)'  bills."  ^M 


Profitability 

Growth 

Sales 

income 

margir 

^^^^ 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5 -year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

11.7          11.1 

5.0 

31.2 

1.8" 

-0.9 

NM 

-7.4 

714 

68 

9.5 

11.6            6.4 

4.5 

41.7 

1.8 

4.5 

-2.5 

-36.9 

1,004 

44 

4.4 

11.6          12.5 

6.8 

42.2 

6.6 

0.8 

7.1 

5.2 

1,192 

139 

11.6 

11.0          12.4 

6.7 

33.7 

NM 

1.2 

32.9' 

-1.6 

1,549 

129 

8.4 

10.3            9.7 

5.5 

45.8 

6.5 

-0.4 

-7.4 

15.5 

2,333 

269 

11.5 

7.7            7.7 

5.4 

38.7 

6.4 

-4.6 

NM 

-10.3 

2,428 

220 

9.1 

4.2            def 

2.8 

52.1 

1.4 

-1.3 

NM 

P-D 

6,044 

-21 

def 

def           5.0 

4.7 

40.5 

4.2 

0.3 

NM 

D-P 

1,480 

118 

8.0 

def            def 

2.5 

50.7 

NM 

-3.8 

NM 

D-D 

2,957 

-54 

def 

13.0 


15.7 
15.4 
15.3 
13.8 
13.1 

12.9 
12.4 
12.2 
11.5 
4.6 

13.0 


10.1 


14.8 
11.0 
13.3 
10.5 
10.0 

10.2 
10.3 
13.6 
14.4 
10.9 

11.0 


6.3 


7.9 
6.1 
7.7 
5.9 
6.8 


40.5 


35.7 
36.2 
32.0 
34.4 
42.7 


2.2 


4.8 
0.8 
0.8 
1.6 
4.1 


-0.6 


2.9 

-0.1 

-1.3 

5.8 

2.9 


5.8 

34.1 

1.9 

2.3 

6.0 

36.8 

2.1 

8.6 

7.8 

35.5 

6.3 

1.3 

9.2 

45.3 

3.6 

0.5 

6.6 

39.1 

5.0 

-5.9 

6.8 

35.9 

2.9 

1.8 

NM 


8.1 
4.5 
7.5 
5.3 
NM 

-3.2 
2.3 

NM 

NM 

12.3 

-0.5 


1,192 
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1,174 

1,142 
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3,943 

3,813 

2,102 
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2,729 
8,083 
5,013 

2,416 
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9.0 


10.3 


6.5 


43.7 


3.8 


2.7 


NM 


-6.0 


2,486 


234 


9.1 


146 

12.5 

114 

10.0 

76 

13.1 

484 

12.3 

390 

10.2 

164 

7.8 

70 

9.0 

368 

13.5 

1,009 

12.5 

408 

8.1 

Electric 
utilities 
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Cipsco 

Midwest  Resources 

DQE 

Nipsco  Industries 

Ohio  Edison 

Centerior  Energy 
Commonwealth  Ed 
Illinois  Power 
CMS  Energy 

Medians 

Southeast 

TECO  Energy 
Scana 
KU  Energy 
Duke  Power 
Dominion  Resources 

Florida  Progress 
LG&E  Energy 
Carolina  Power  &  Lt 
Southern  Co 
FPL  Group 

Medians 

South  central 

Southwestern  Pub  Svc 
Oklahoma  G&E 
Central  &  So  West 
Houston  Industries 
Entergy 

Texas  Utilities 
Gulf  States  Utils 
El  Paso  Electric 

Medians 

Western 

San  Diego  G&E 

PacifiCorp 

Public  Service  Colo 

SCEcorp 

Puget  Sound  P&L 

Montana  Power 
Pacific  G&E 
Hav/aiian  Electric 
Portland  General 
Public  Service  NM 
Pinnacle  West 
Tucson  Electric 

Medians 

Industry  medians 

All-industry  medians 

D-D-.  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit,    def:  Deficit.    NA:  Not  available.    NE;  Negative  equity.    NM:  Not 
meaningful.    *  Four-year  average,    tlhree-year  average.    For  further  explanation,  see  page  95.     Sources:  Forbes:  Value  Lme  Data  Base  Service  via  Lotus  One  Source. 


-10.3 


2.8 

-15.0 

-7.4 

-17.1 

-15.3 

-14.7 

-15.8 

9.5 

31.3 

54.2 

-11.1 


11.3 


15.9 

14.2 

8.5 

33.3 

-1.3 

3.4 

1.8 

-11.0 

749 

103 

13.8 

15.1 

10.9 

6.4 

36.6 

4.1 

-1.0 

4.7 

-29.1 

1,296 

101 

7.8 

13.3 

12.5 

7.0 

32.2 

3.6 

9.7 

NM 

-1.0 

3,220 

380 

11.8 

11.0 

8.8 

5.9 

44.6 

4.7 

4.7 

-4.9 

-22.5 

4,560 

326 

7.2 

7.0 

11.8 

7.5 

43.3 

3.6 

-0.5 

5.9 

15.4 

4,034 

493 

12.2 

6.7 

9.7 

6.7 

44.2 

4.2 

-0.1 

NM 

D-P 

4,883 

618 

12.7 

0.1 

4.5 

5.1 

44.2 

3.7 

2.0 

NM 

100.0 

1,751 

141 

8.1 

def 

NE 

def 

99.5 

3.9 

19.0 

NM 

D-D 

521 

-252 

def 

9.9 


14.9 

13.8 

8.6 

39.2 

NM 

5.7 

1.9 

-6.2 

1,878 

198 

10.6 

14.7 

2.5 

3.9 

46.6 

5.1 

0.6 

6.4 

-80.9 

3,991 

123 

3.1 

14.5 

14.4 

8.5 

40.9 

1.6 

4.1 

3.2 

22.7 

1,830 

153 

8.9 

14.2 

12.3 

7.9 

41.8 

7.8 

7.4 

1.1 

-10.2 

7,916 

702 

8.9 

13.2 

12.0 
11.1 

8.1 

47.9 

6.9 

2.7 

3.2 

-12.1 

995 

125 

12.6 

10.7 

7.8 

32.2 

7.8 

5.3 

9.1 

-7.3 

970 

101 

10.4 

10.0 

14.6 

8.7 

41.9 

6.1 

8.1 

NM 

24.5 

10,373 

1,212 

11.7 

9.7 

1.0 

2.5 

35.5 

15.0 

-1,7 

NM 

-84.7 

1.079 

7 

0.6 

3.0 

1.4 

3.2 

39.4 

3.4 

0.1 

NM 

-51.1 

881 

9 

1.0 

0.3 

3.3 

3.7 

45.7 

5.1 

-1.5 

NM 

181.0 

848 

32 

3.8 

def 

def 

1.2 

53.4 

•    NM 

4,9 

NM 

P-D 

1.592 

-152 

def 

def 

NE 

3.7 

108.0 

2.2 

12.9 

NM 

D-D 

623 

-9 

def 

10.4 

7.2 

5.8 

41.8 

5.1 

4.5 

NM 

-11.1 

1,336 

112 

6.3 

12.2 

10.7 

6.6 

41.2 

3.9 

1.7 

-11.3 

-7.7 

1,545 

130 

9,0 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

136 
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From  here  on  in,  every 

luxury  sedan  in  the  world  will 

have  to  rejustiiy  its  price. 

The  BMW  525i:  $35,600.  The  Mercedes  300E:  $42,950.  The  Lexus  LS400:  $44,300.^ 
That's  what  people  beUeve  they  have  to  pay  for  a  high-quaUty,  high-performance  luxury 
sedan.  But  the  time  has  now  come  to  take  a  long,  hard  look  at  the  relationship  between  a 
cars  price  and  its  value.  The  reason?  The  Chrysler  Concorde.  It's  a  new  luxury  sedan  with 


Introducing  the 
Chrysler  Concorde 


more  horsepower  than  a  BMW  525i.  And  thanks  to  a  revolutionary  new  automotive 
architecture  called  "cab  forward,"  it  has  more  interior  room  than  any  Acura,  Infmiti  or 
Lexus.  Its  list  of  standard  features  reads  like  a  wish  list  (including  dual  air  bags).  And  when 


^OrHTIOVMAM 


3^1 


Y  it  comes  to  performance,  }AoiQy  l-^zn^  calls  it  "a  ball  to  drive."  The  bottom  line?  The 


^-Chrysler  Concorde,  fully  equipped,  costs  just  $23,432.*  Why  should  driving  a  high-quality, 
beautifully  performing  automobile  be  a  luxury  reserved  for  the  privileged  few,  when  it  can 
be  offered  to  the  privileged  many?  For  information,  call  1'800-4A-CHRYSLER. 

ADVANTAGE:  CHRYSLERS 

A        DIVISION         OF        THE        CHRYSLER        CORPORATION 


See  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  normal  maintenance, 

adjustments  and  wear  items.  ''92  competitive  MSRPs.  *MSRP  example  with  options.  Title,  taxes  and  destination  fee  extra.  Actual  prices  vary.  Buckle  Up  For  Safety 


Energy 


The  slump  that  began  a  decade  ago  didn't  turn  in  1992, 
and  the  new  year  brings  only  a  few  hints  of  promise. 


By  Toni  Mack 


All  but  a  handful  of  cncrg)'  outfits  will  be  happy  to  forget 
1992.  Oil  prices  went  nowhere.  Natural  gas  prices  took  a 
crazy  roller-coaster  ride.  Refined  product  margins  shriv- 
eled as  worldwide  recession  sapped  demand. 

The  outlook  isn't  much  better  for  this  year.  The 
Organization  of  Petroleum  Exporting  Countries'  biggest 
producers  are  racing  to  add  capacity,  while  new  gushers 


spout  in  spots  like  Colombia  and  Papua  New  Guinea.  The 
price  of  the  U.S.  benchmark  crude  is  likely  to  continue 
muddling  along  around  S21.  But  keep  an  eye  on  Russia 
and  Iraq.  A  collapse  in  Russia's  exports,  about  2  million 
barrels  a  day,  will  boost  prices.  The  return  of  Iraqi  exports 
would  depress  them. 

One  of  the  industn's  few  bright  spots  should  be  U.S. 


Energy 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest          latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos       12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

%               % 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

International  oils 

Exxon 

14.9 

12.7             8.4 

13.5 

8.9 

-3.1 

NM 

-24.4 

103,384 

4.560 

4.4 

Texaco 

13.8 

10.2             7.7 

29.1 

3.8 

-9.8 

-9.6t 

-25.5 

36,669 

1,038 

2.8 

Amoco 

12.1 

2.7             2.8 

23.5 

8.1 

-8.1 

9.6 

-75.6 

25,193 

375 

1.5 

Mobil 

11.4 

6.4             5.6 

16.7 

4.4 

-3.5 

NM 

-45.8 

56,464 

1,195 

2.1 

Chevron 

9.2 

6.9             5.6 

18.0 

10.1 

-6.8 

NM 

-41.8 

37,139 

1,071 

2.9 

British  Petroleum 

NA 

4.2              NA 

36.7 

7.1 

-1.2 

NA 

-75.6 

60,782 

NA 

NA 

Medians 

12.1 

6.7             5.6 

20.7 

7.6 

-5.1 

NM 

-43.8 

46,802 

1,071 

2.8 

Other  energy 

Holly  Corp 

50.6 

8.5             6.6 

67.0 

11.4 

3.6 

-41.1 

-76.8 

506 

3 

0.6 

Union  Texas  Petrol 

47.0 

11.4             7.0 

1.1 

-3.6 

-50.6 

NM 

-69.2 

626 

120 

19.3 

Tosco 

36.2 

16.4           13.5 

43.9 

21.0 

-4.3 

36.4- 

72.8 

2,039 

81 

4.0 

Mapco 

25.9 

24.8           11.4 

42.8 

13.3 

-6.2 

23.8 

0.7 

2,640 

120 

4.5 

Atlantic  Richfield 

21.8 

15.9             9.3 

37.2 

2.7 

-3.8 

NM 

9.7 

17,323 

1,089 

6.3 

Broken  Hill 

21.2 

15.5              NA 

37.9 

13.4 

-6.2 

13.5 

-20.7 

11,063 

NA 

NA 

Diamond  Shamrock 

14.7 

5.4             4.8 

44.8 

11.3 

-7.1 

32.2 

-49.2 

2,573 

28 

1.1 

Phillips  Petroleum 

14.1 

def             1.1 

45.3 

6.1 

-12.2 

NM 

P-D 

12.051 

-62 

def 

El  du  Pont  de  Nemours 

13.1 

6.9             5.4 

26.1 

7.8 

-4.4 

NM 

-45.7 

37,928 

1,157 

3.1 

Amerada  Hess 

11.8 

def            0.6 

39.6 

11.1 

-17.9 

NM 

P-D 

5,823 

-62 

def 

Valero  Energy 

11.6 

13.2             8.4 

30.1 

NM 

-2.2 

81.4 

-10.2 

1,126 

98 

8.7 

Witco 

10.8 

11.4             9.7 

19.6 

3.9 

0.6 

NM 

14.4 

1,663 

75 

4.5 

Fina 

9.7 

3.1             3.2 

41.6 

12.8 

-8.6 

-17.4- 

-9.9 

3,355 

35 

1.1 

Unocal 

8.9 

2.8             3.9 

55.4 

6.2 

-12.0 

NM 

-46.3 

9,198 

77 

0.8 

Kerr-McGee 

8.3 

6.1              5.4 

29.1 

7.5 

-3.7 

6.9 

-14.2 

3,389 

99 

2.9 

Ashland  Oil 

7.0 

def            0.2 

54.5 

6.0 

3.3 

NM 

P-D 

9,552 

-68 

def 

Crown  Central  Pet 

6.5 

def            def 

14.8 

14.4 

-11.0 

NM 

P-D 

1,733 

-18 

def 

Oryx  Energy 

6.0t 

def            2.6 

48.3 

8.7 

-24.5 

NM 

P-D 

1,319 

-11 

def 

USX-Marathon 

5.4 

0.5             2.8 

41.8 

10.4 

-16.3 

NM 

-95.8 

11,453 

49 

0.4 

Louisiana  Land 

5.4 

def            def 

40.8 

NM 

-5.5 

NM 

P-D 

776 

-7 

def 

Murphy  Oil 

4.7 

7.7             6.6 

2.2 

6.0 

-15.8 

NM 

D-P 

1,572 

87 

5.6 

Quaker  State 

4.0 

3.5             3.8 

19.5 

-1.3 

-0.7 

5.61 

-34.4 

824 

11 

1.3 

Howell 

def 

def            def 

40.6 

■38.1 

-16.3 

NM 

P-D 

447 

-9 

def 

Westmoreland  Coal 

def 

def            def 

21.7 

-1.7 

-2.1 

NM 

D-D 

551 

-12 

def 

Sun  Co 

def 

def            def 

24.3 

4.0 

-18.1 

NM 

D-D 

9,238 

-370 

def 

Occidental  Petroleum 

def 

3.1             5.8 

54.5 

NM 

-32.1 

8.5 

D-P 

9,207 

136 

1.5 

Pennzoil 

def 

1.0            3.5 

52.6 

9.0 

-13.8 

NM 

-87.3 

2,242 

12 

0.6 

Tesoro  Petroleum 

def 

def            def 

36.4 

-4.1 

-12.3 

NM 

D-D 

951 

-20 

def 

D-D:  Deficit  to  deficit.     D-P:  Defic 

it  to  profit. 

P-D:  Profit  to  deficit.    P-Z: 

Profit  to  ze 

ro    Z-P;  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availa 

ble.    NE:  Negative  equity. 

NM:  Not 

meaningful.    *  Four-year  average.    1 

Three-year  average.    For  further  explanation,  see  page 

95.    Sources. 

Forbes:  Val 

je  Line  Data  Base  Service  w 

a  Lotus  One  Source. 
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Leading  on  the 
technology  curve 

What  kind  of  company 
returns  2 1  %  on  equity  while 
its  industiy  eices  out  only 
a  1  %  return  and  customers 
cut  spending  by  10%? 
Only  a  company  its  cus- 
tomers can't  do  without. 
Like  Schlumberger  Ltd. 

Credit  its  chairman, 
Euan  Baird.  In  1986 
Schlumberger's  board 
chose  this  Scottish  geo- 
physicist — the  first  non- 
Frenchman  to  run  the 
French- bred  oil  sen'ice 
outfit — to  steer  it  through 
the  oil  bust. 

Baird  succeeded  be- 
cause he  understands  his 
customers.  Oil  prices  are 
low  and  stagnant.  So  oil- 
field service  firms  must 
have  ever  more  efficient 
products  and  ser\'ices  to 
help  oilmen  find  and  devel- 
op reserves.  "This,  in 
turn,  requires  increased  in- 
vestment in  new  technol- 
ogy," savs  Baird. 

Since  1987  he  has 
boosted  Schlumberger's 
oilfield  research  spending 
by  37%;  the  company  typi- 
cally spends  as  much  as 
the  combined  total  of  its 
competitors.  "In  the  last 
five  years,  almost  all  the  tru- 
ly new  products  have 


come  out  of  or  grown 
greatly  under  Schlumber- 
ger," says  PaineWebber  an- 
alyst James  Carroll. 

Take  Schlumberger's 
EB-Clean  technolog}'.  Back 
in  1949  Halliburton  pio- 
neered the  basic  method  of 
pumping  sand  under 
pressure  into  a  well  bore  so 
that  the  sand  fractures  the 
surrounding  rock  and 
props  open  the  cracks; 
then  hydrocarbons  flow 
out  more  easily.  Schlum- 
berger's 1990  EB-Clean  in- 
novation is  an  additive 
that  swells  once  it's  in  the 
cracks  and  enlarges  them, 
then  drains  away  so  even 
more  oil  or  gas  flows. 

HB-Clean  has  been  so 
successful  that  Halliburton, 
once  a  top  innovator  in 
the  field,  was  forced  to  li- 


refining  and  marketing  profits,  although  you  can't  tell  this 
from  recent  results.  For  Exxon,  these  profits  dropped  71% 
in  1992's  first  nine  months.  Here,  though,  low  crude 
prices  help,,and  margins  will  \\'iden  as  economic  recover)' 
spurs  dema^id.  But  in  Europe  and  the  Far  East  lingering 
recession  will  continue  to  restrict  profitability. 

Last  year  the  spot  price  of  natural  gas  ranged  from  a 
calamitous  low  of  89  cents  per  thousand  cubic  feet  to  a 
stunning  high  of  $2.51.  The  longtime  gas  glut  appears  to 
ha\'e  dissipated;  that's  why  gas  has  recently  sold  for  a 
relati\'ely  high  $2  or  so.  Producers,  however,  pray  for  a 
normally  chilly  winter — no  more,  no  less.  Mild  weather 
could  tug  prices  back  toward  $1 .  A  long  hard  freeze,  with 
sky-high  prices  and  even  shortages,  would  repel  potential 
customers  and  invite  re-regulation.  "It's  a  narrow  chan- 
nel," sighs  Apache  Corp.   Chairman  Raymond  Plank, 


Euan  Baird, 
Schlumberger 
chairman  and 
chief  executive 
Premium  prices 
for  premium 
products. 


cense  the  technology  last 
year.  Dow  Chemical  owns 
50%  ofthe  $505  million 
(sales)  joint  venture  that  in- 
vented EB-Clean,  but  last 
month  Baird  agreed  to  buy 
out  Dow  for  $800  mil- 
lion in  cash  and  warrants. 

Schlumberger's  own 
historic  strength  is  giving 
oilmen  an  ever  clearer 
picture  ofthe  shape  ofthe 
earth  miles  below  its  sur- 
face. Since  1927,  when 
brothers  Conrad  and 
Marcel  Schlumberger  low- 
ered an  instrument  down 
a  well  to  assess  the  rock 
around  it,  underground 
evaluation  has  grown  to  a 
nearly  $2  billion  (reve- 
nues) business  for  Schlum- 
berger. Here  Baird  has 
developed  a  new  marx^el 
called  Maxis.  With  it  en- 


gineers can  get  much  more 
data,  much  more  quickly 
than  previously,  to  create  a 
sharper  image. 

Oilmen  find  the  ser\'ice 
so  useful  that  despite  prices 
10%  above  conventional 
ser\'ices  and  shrinking  drill- 
ing budgets,  Maxis  jobs 
doubled  last  year.  Premi- 
ums like  Maxis  help  ex- 
plain why  Schlumberger 
netted  13%  of  its  $6.3  bil- 
lion revenues  in  the  12 
months  through  last  Sep- 
tember. In  comparison,  the 
median  net  profit  margin 
for  the  industiy  was  1%. 

While  competitors 
have  laid  off  thousands, 
Baird  has  increased  staff  a 
tad,  to  53,000.  Not  bu- 
reaucrats, though. 
They're  top-notch  lab  and 
field  workers  who  are  giv- 
en tremendous  responsibil- 
it)'  to  tailor  their  work  to 
customers'  needs. 

But  even  Baird  can't 
completely  buck  his 
industiy's  depression. 
PaineWebber's  Carroll  fig- 
ures Schlumberger's 
earnings  in  1992  and  1993 
will  be  about  flat  with 
199rs  $663  million,  or 
$2.79  per  share.  But  with 
renewed  drilling  in  1994, 
earnings  could  surge  to 
$3.50  a  share,  highest  in  a 
decade.  -T.M.  WM 


"and  the  boat  could  hit  a  reef  on  either  side." 

For  gas  pipeliners,  new  federal  rules  bar  the  pipelines 
from  their  old  role  as  gas  merchants.  Although  separate 
subsidiaries  can  still  broker  gas  for  customers,  the  pipelines 
themselves  will  be  able  to  make  money  only  by  shipping 
and  storing  gas.  This  also  means  that  gas  distributors  must 
now  line  up  their  own  reliable  gas  supplies.  What  the 
pipeliners  will  need  to  succeed:  low  costs,  access  to  diverse 
gas  basins  and  good  customer  ser\'ice.  Some  likely  winners 
are  El  Paso  Natural  Gas  (spun  off  in  June  from  Burlington 
Resources),  Enron  and  Coastal  Corp. 

Discouraged  by  slim  profits  and  low  prices,  oil  compa- 
nies spent  about  10%  less  on  drilling  new  wells  in  1992. 
Most  oil  service  outfits  are  ailing  badly;  some,  like  Halli- 
burton, are  shrinking  already  shrunken  capacity'  and  over- 
head even  fiirther.  Little  relief  is  expected  this  year.      ^M 
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Energy 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5 -year 

latest 

latest 

latest 

latest 

average 

12mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

/o 

% 

$mil 

$mil 

% 

Petroleum  Heat  &  Pwr 

def 

NE 

4.7 

98.3 

14.4 

-1,0.5 

'      NM 

D-D 

495 

-8 

def 

Hadson 

def 

NE 

def 

131.4 

11.2 

-7.6 

NM 

P-D 

430 

-13 

def 

Maxus  Energy 

def 

def 

def 

64.8 

NM 

-10.5 

NM 

D-D 

716 

-55 

def 

Medians 

7.0 

2.8 

3.6 

40.8 

7.5 

-8.6 

NM 

-76.8 

2,039 

12 

0.6 

Oilfield  services 

Schlumberger 

18.7 

21.1 

20.2 

8.2 

5.9 

5.1 

31.7* 

22.4 

6,311 

813 

12.9 

Dresser  Industries 

9.2 

6.4 

6.5 

4.4 

6.8 

-14.8 

32.2 

-26.3 

4,081 

115 

2.8 

Baker  Hughes 

8.4 

0.0 

1.9 

33.3 

6.2 

-10.2 

43.2t 

P-Z 

2,539 

5 

0.2 

Halliburton 

4.8 

def 

1.2 

21.7 

16.5 

-6.6 

NM 

P-D 

6,606 

-3 

def 

Baroid 

3.1t 

def 

1.4 

35.9 

3.4 

-2.2 

NM 

P-D 

611 

-4 

def 

Tidewater 

NA 

2.3 

3.0 

14.8 

15.2* 

-1.0 

NM 

-78.5 

531 

12 

2.3 

Medians 

8.4 

1.1 

2.5 

18.3 

6.5 

-4.4 

NM 

-78.5 

3,310 

9 

1.2 

Gas  producers 

&  pipeliners 

Coastal  Corp 

10.6 

4.3 

5.1 

60.7 

7.8 

2.4 

11.4 

-51.5 

10,124 

87 

0.9 

Enron 

10.5 

15.2 

7.4 

42.5 

10.0 

-6.4 

24.3t 

25.0 

13,695 

294 

2.2 

Tejas  Gas 

9.4t 

9.2 

7.1 

61.2 

40.6 

26.6 

15.2 

39.3 

494 

11 

2.2 

Williams  Cos 

9.1 

8.5 

6.4 

45.5 

2.1 

13.6 

-17.1* 

-8.1 

2,304 

112 

4.9 

Burlington  Resources 

8.4t 

6.6 

5.1 

23.8 

-10.0 

-27.9 

34.8t 

-5.8 

1,290 

194 

15.0 

Sonat 

7.8 

17.0 

9.4 

46.8 

NM 

-4.2 

-9.5* 

91.6 

1,415 

177 

12.5 

Mitchell  Energy 

5.8 

4.4 

3.0 

50.3 

9.4 

2.3 

48.8 

-46.9 

880 

28 

3.2 

Panhandle  Eastern 

def 

13.1 

8.3 

51.1 

9.5 

-6.8 

NM 

D-P 

2,437 

174 

7.2 

Transco  Energy 

def 

def 

def 

67.0 

-4.4 

-0.8 

NM 

D-D 

2,722 

-211 

def 

American  Oil  &  Gas 

def 

14.4 

13.0 

28.6 

52.3 

6.0 

NM 

29.5 

408 

18 

4.5 

Medians 

8.1 

8.9 

6.8 

48.6 

8.6 

0.8 

1.0 

9.6 

1,860 

100 

3.8 

Gas  distributors 

Nicor 

17.3 

15.2 

8.0 

26.8 

-1.7 

-1.3 

NM 

-0.5 

1,493 

107 

7.1 

MCN 

14.1 

13.7 

8.6 

43.1 

-2.0 

8.6 

-14.1* 

8.9 

1,382 

49 

3.5 

Peoples  Energy 

13.1 

12.2 

7.7 

35.7 

-1.1 

-0.6 

NM 

0.5 

1,097 

70 

6.4 

Piedmont  Natural  Gas 

13.0 

14.9 

8.8 

36.7 

NM 

12.3 

NM 

73.9 

449 

36 

8.0 

UtiliCorp  United 

12.9 

7.3 

5.7 

49.1 

12.9 

31.0 

5.6 

-34.1 

1,269 

56 

4.4 

Washington  Gas  Light 

12.1 

12.2 

8.7 

35.2 

1.6 

6.9 

NM 

11.0 

746 

52 

7.0 

Western  Resources 

12.0 

11.1 

9.2 

43.2 

-0.7 

33.0 

-4.3 

5.6 

1,438 

108 

7.5 

Brooklyn  Union  Gas 

10.8 

9.4 

5.8 

45.1 

3.1 

8.5 

-4.2 

-7.3 

1,075 

60 

5.6 

Atlanta  Gas  Light 

10.7 

11.0 

7.1 

33.8 

NM 

3.2 

NM 

9.2 

995 

55 

5.6 

Laclede  Gas 

10.7 

9.9 

7.1 

38.6 

-1.9 

-4.5 

-5.5 

-9.0 

418 

18 

4.4 

UGI 

10.6 

9.4 

7.7 

45.4 

6.3 

0.7 

NM 

23.7 

698 

31 

4.4 

Eastern  Enterprises 

9.9 

7.6 

5.8 

33.6 

NM 

8.4 

9.9 

-5.0 

1,064 

38 

3.6 

Wicor 

9.6 

7.7 

5.5 

31.8 

-1.6 

4.1 

NM 

88.4 

692 

19 

2.7 

Southwest  Gas 

6.7 

2.5 

4.3 

57.0 

10.7 

-11.5 

NM 

D-P 

731 

9 

1.3 

Ultramar 

NA 

NA 

NA 

50.1 

20.0* 

NA 

NA 

NA 

2,614 

55 

2.1 

Medians 

11.4 

10.4 

7.4 

38.6 

-1.1 

5.5 

NM 

7.3 

1,064 

52 

4.4 

Integrated  gas 

Equitable  Resources 

11.2 

10.2 

6.4 

30.9 

11.1 

13.1 

6.8 

-22.4 

770 

57 

7.4 

National  Fuel  Gas 

10.8 

11.1 

7.5 

38.2 

4.4 

6.3 

3.6 

19.0 

920 

60 

6.6 

Questar 

10.6 

11.7 

7.9 

29.6 

3.5 

-3.4 

14.0 

-6.0 

599 

63 

10.5 

Consol  Natural  Gas 

10.2 

10.2 

6.4 

27.7 

1.6 

-7.5 

-3.0 

15.1 

2,488 

194 

7.8 

Oneok 
KN  Energy 

9.6 

9.3 

6.4 

38.2 

3.9 

-1.8 

25.5 

-9.0 

677 

33 

4.8 

5.1 

9.8 

7.4 

46.9 

5.7 

-6.8 

NM 

500.0+ 

367 

18 

5.0 

Arkia 

3.4 

0.8 

3.7 

56.5 

18.5 

-0.3 

NM 

-72.0 

2,727 

16 

0.6 

Pacific  Enterprises 

1.9 

def 

def 

49.8 

5.8 

-42.2 

NM 

P-D 

3,815 

-740 

def 

Enserch 

1.8 

def 

3.1 

44.1 

0.6 

-3.0 

NM 

P-D 

2,747 

10 

0.4 

Columbia  Gas  System 

def 
7.3 

7.8 

5.8 

48.8 
41.2 

.  -5.1 

14.2 

NM 

D-P 

2,777 

85 

3.1 
4.9 

Medians 

9.5 

6.4 

4.2 

-2.4 

NM 

-7.5 

1,704 

45 

Industry  medians 

9.6 

6.9 

5.7 

38.4 

6.0 

-3.8 

NM 

-24.4 

1,618 

49 

2.8 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

it  to  profit. 

P-D:  Profit  to 

deficit.    P-Z: 

Profit  to  ze 

ro    Z-P:  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  avails 

ble.    NE:  Ne 

gative  equity. 

NM:  Not 

meaningful.    *Four-year average.    ' 

Three-year  average.    For  fu 

rtlier  explanation,  see  page 

95.    Sources. 

Forbes:  Val 

je  Line  Data  Base  Service  vi 

a  Lotus  One  S 

ource. 
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theOptio^ 


Want  to 

hammerdown 

investment 

security? 

Investment  security 

and  profit  opportunities 

are  goals  of  most  investors. 

Stock  options  may  help  you 

achieve  those  goals. 

Beca  use  options  provide  things 

that  bank  accounts  can't,  insurance  can't, 

CDs  can't,  money  markets  can't, 

mutual  funds  can't,  and  bonds  can't. 

Namely  options  give  you 

in^stment  options.  And  that  makes 

options  a  uniquely  versatile  and  valuable 

investment  tool -one  that's  used 

by  individual  investors  as  well  as  many  of 

the  world's  largest  institutions. 

But  do  you  know  what  a  stock  option  is? 

Do  you  know  the  best  way  to  utilize 

the  Options  Tool? 

Today,  options  are  traded  on  more  than 

1,000  stocks-from  blue-chip  issues 

of  the  nation's  major  firms 

to  middle-capitalization, 

high-growth  equities. 


Want  to 
pry  up 
new 
profits? 

Do  you  know  how  to  use 

the  Options  Tool's  flexibility, 

diversification  and  control? 

We'll  send  you  a  Free 

instruction  videotape  and  options  guide 

plus  an  options  disclosure  document 

to  help  you  decide  whether  to  add 

the  valuable  options  tool 

to  your  investment  equipment. 

Options  involve  risk 

and  are  not  for  everyone. 

But  if  you  seek  options,  call  now! 

With  the  Options  Tool, 

you  might  hit  your  investment  goals 

righton  the  head! 

Call  nov^  for  your  valuable  Free 
videotape  "Ihe  Options  Tool- 
Understanding  Stock  Options,' 
plus  a  Free  options  guide 
and  options  disclosure  document. 

1-800-938 -TOOL 


The, 

Options  Industry 

Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


Enteirtainment  &  iiifonnation 


Movie  companies,  television  networks 
and  publishers  felt  a  mild  recovery  from 
the  recession. 


By  Elizabeth  Comte 

Kntertainment  and  media  companies  had  a  small  rebound 
last  year,  with  nearly  e\'er\'  segment  showing  some  earn- 
ings gain  over  1991.  The  Olympics  and  the  election  ga\'e 
net\vorks,  cable  systems  and  newspapers  a  boost  in  ad 
revenues.  Network  TV  ad  spending  was  up  about  4%,  to 
$10  billion.  That's  expected  to  rise  3%  to  5%  this  year. 

There  was  more  good  news  for  the  networks:  At  least 
temporarily,  the  erosion  in  the  number  of  \'iewers  is 
slowing.  Network  prime-time  share  dropped  only  two 
percentage  points  in  1992,  compared  with  as  much  as  ten 
points  in  years  past,  arc  and  CBS  were  profitable,  nbc  lost 
money.  Fox,  the  fourth  network,  increased  its  ratings  last 
season  20%  by  appealing  to  the  youth  market. 

Despite  all  the  public  complaining  by  cable  operators, 
the  cable  bill  that  became  law  last  fall  may  have  little  or  no 
impact  on  their  earnings.  For  cable  systems,  one  of  the 
most  troubling  parts  of  the  bill  was  the  regulation  of  rates 
for  basic-tier  cable  sen'ice,  because  it  is  the  most  profitable 
area.  Nevertheless,  Bear,  Stearns  analyst  Kenneth  Gold- 
man predicts  a  10%  cash  flow  growth  rate  for  cable 
operators  from  core  business  over  the  next  fwc  years.  Even 


with  a  recession,  basic  cable  subscriptions  grew  by  2.5% 
last  year,  to  oxer  57  million. 

Last  year  Holh'wood  celebrated  the  largest  Thanksgiv- 
ing weekend  in  box  office  histor\',  with  $157  million 
worth  of  tickets  sold.  With  mo\'ies  such  as  Home  Alone  2, 
Aladdin  and  Bram  Stoker's  Dj-aciila  now  in  theaters,  1992 
rixaled  the  record  year  1989  in  ticket  sales.  Meanwhile,  the 
industry'  is  learning  how  to  find  new  funds  to  replace 
Japanese  money  that  formerly  provided  financing  of  proj- 
ects. Fewer  Japanese  inxestors  these  days  have  the  neces- 
sary' deep  pockets.  So  Walt  Disney,  for  example,  had  a 
$400  million  Eurobond  offering  last  fall. 

Further  evidence  of  the  long-term  decline  of  the  news- 
paper business:  It  experienced  only  a  slight  upturn  in 
rexenues  last  year.  Circulation  dropped  a  bit,  to  60.5 
million,  as  more  afternoon  papers  ceased  publishing. 
Overall  re\enue  rose  by  a  slim  2.5%.  Count)'  NatWest 
analyst  Brenda  Stanny  expects  a  bigger  gain  this  year, 
about  6%.  But  there  is  nothing  on  the  horizon  to  suggest 
that  the  dailies  can  reverse  their  losses  in  market  penetra- 
tion against  competition  from  newer  technologies.       IB 


Giving  viewers 
a  choice 

In  these  days  of  channel- 
hopping  viewers,  Viacom 
Inc.  seems  to  have  a  big 
edge  on  the  competition — 
if  diversity'  is  the  key  to 
attracting  an  audience. 

It  owns  the  mtv,  vh- I , 
Nickelodeon  and  Show- 
time cable  TV  channels,  5 
TV  stations,  14  radio  sta- 
tions and  the  rights  to 
such  popular  syndicated  TV 
shows  as  Tlje  Cosby  Show 
and  Roseanne. 

Even  though  Viacom 
now  has  annual  revenues  of 
over  $1.8  billion,  it  still 
has  an  entrepreneurial  envi- 
ronment. Chairman 
Sumner  Redstone,  69,  is  no 
fan  of  rock  groups  like 
Guns  N'  Roses,  so  the  run- 
ning of  MTV  is  left  up  to 
the  streetwise  instincts  of 


MTV's  young  employees. 
Last  year  staft'ers  suggested 
MTV  take  an  acti\e  role  in 
getting  young  people  to 
vote.  Result:  MTV's 
"Choose  or  Lose"  cam- 
paign, which  helped  in 
part  to  turn  out  the  youth 
vote.  "We're  always  on 
the  lookout  for  new  oppor- 
tunities," Redstone  says. 

With  a  hold  on  young 
viewers,  Viacom  is  taking 
the  opportunity  to  ex- 
pand its  franchises.  It's 
stud\'ing  a  three-channel 
version  of  mtv.  Though  it 
isn't  final,  the  idea  is  to 
target  different  segments  of 
viewers;  so  one  channel 
might  play  only  Top  40 
while  another  might  be 
devoted  to  rap  music. 

A  Japanese  launch  of 
MT\'  is  imminent.  By  the 
end  of  1994  mi  v  Europe 
is  expected  to  be  the  most 


widely  distributed  net- 
work in  the  world.  Operat- 
ing income  from  Viacom 
Networks,  which  includes 
mtv,  is  estimated  to  ha\e 
risen  30%  in  1992,  to  over 
$220  million. 

Nickelodeon,  the  larg- 
est provider  of  kids'  pro- 
gramming, added  a  series 
of  cartoons,  Tlie  Ren  & 
Stimpy  Show,  Rujjrats  and 
DoMjj,  plus  Snick,  a  block  of 
four  difterent  Saturday 
night  shows.  Nickelodeon 
toys  are  on  sale,  and  a 
magazine  is  planned. 

In  1993  Nickelodeon 
will  expand  into  FAirope.  As 
demand — and  channel 
capacity — grows,  U.S. 
■Nickelodeon  may  be  split 
into  difterent  channels  for 
difterent  age  groups. 

It's  no  surprise  that 
Viacom  wants  channel  ca- 
pacit)'  increased.  It  owns 


Viacom's  Sumner  Redstone 
Diversity  means  viewers. 


cable  properties  that  ser\'e 
1. 1  million  subscribers 
and  is  testing  a  1 50-channel 
system  in  (Castro  Valley, 
Calif  Redstone  hopes  this 
test  will  help  determine 
what  \'iewers  want  and 
what  they're  willing  to 
pay.  "We  tr>'  to  keep  our- 
selves from  forming  pre- 
conceiN'cd  notions  about 
what  the  consumer 
wants,"  he  says.  -E.C.    ^M 
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Entertainment 

■ 

■ 

■ 

H 

Net 

Profit 

■■  ■  ■  V  ^^  ■     W*^  ■■■■■■  ^^  ■  ■  V 

&  information 

Profitability 

Growth 

Sales 

income 

margin 

■■■■I^H 

^^^H^^^H 

^^^^^^^H 

■■■■^^^^B 

^^^^^^^B 

^IH^I^H 

Return  on  equity 

Sales 

Earnings  per  share 

^^H 

Return  on 

■'                       ■ 

capital 

■Mitt               1 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

^^^^^^^1 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

Smil 

Smil 

% 

Broadcasting  &  cable 

King  World  Prods 

55.8 

38.3 

28.4 

22.3 

16.7 

5.7 

23.5 

2.1 

503 

95 

18.9 

CBS 

15.2 

25.9 

13.6 

58.6 

-4.4 

15.1 

NM 

D-P 

3,472 

139 

4.0 

Capital  Cities/ABC 

14.0 

10.5 

9.6 

21.4 

5.7 

-2.1 

16.1 

-2.0 

5,262 

386 

7.3 

Gaylord  Entertainment 

12.4* 

12.7 

5.7 

49.8 

11.9 

5.6 

NM 

D-P 

627 

24 

3.8 

Viacom 

def* 

3.4 

7.4 

78.2 

14.1 

8.2 

NM 

D-P 

1,816 

26 

1.4 

Tele-Communications 

def 

def 

5.1 

79.2 

38.6 

-24.4 

NM 

D-D 

2,868 

-9 

def 

Comcast 

def 

def 

0.8 

90.1 

37.0 

16.0 

NM 

D-D 

823 

-169 

def 

Cablevision  Systems 

NE 

NE 

def 

178.4 

28.7 

-4.8 

NM 

D-D 

568 

-253 

def 

Multimedia 

NE 

NE 

23.1 

158.2 

6.6 

8.7 

38.4* 

8.5 

553 

56 

10.1 

Turner  Broadcasting 

NE 

NE 

8.8 

89.7 

23.7 

13.3 

NM 

D-P 

1,634 

52 

3.2 

Medians 
Movies 

def 

0.9 

8.1 

78.7 

15.4 

7.0 

NM 

5.3 

1,229 

39 

3.5 

Walt  Disney 

22.6 

20.5 

13.3 

26.1 

21.4 

21.4 

12.2 

27.2 

7,504 

817 

10.9 

Paramount  Commun 

19.2 

6.2 

6.5 

15.6 

NM 

8.2 

NM 

61.9 

4,229 

243 

5.8 

Handleman 

17.3 

15.7 

11.5 

37.5 

15.1 

41.4 

NM 

61.8 

1,109 

41 

3.7 

Time  Warner 

def 

def 

3.4 

43.9 

30.7 

6.9 

NM 

D-D 

12,739 

63 

0.5 

LIVE  Entertainment 

def 

def 

def 

72.8 

17.6 

-35.9 

NM 

D-D 

324 

-21 

def 

AMC  Entertainment 
Medians 

def 

6.0 

8.1 

91.2 

3.6 

-3.3 

NM 

D-P 
44.5 

404 
2,669 

3 

0.7 

4.6 

6.1 

7.3 

40.7 

16.4 

7.5 

NM 

52 

2.2 

Publishing 

Pulitzer  Publishing 

49.4 

27.9 

16.4 

40.6 

3.5 

0.3 

NM 

84.8 

396 

20 

5.1 

Reader's  Digest  Assn 

39.0 

30.1 

29.0 

1.2 

12.4 

13.3 

19.6 

15.7 

2,716 

248 

9.1 

Dun  &  Bradstreet 

25.1 

24.5 

24.5 

0.0 

9.2 

0.4 

4.7 

8.0 

4,718 

530 

11.2 

Washington  Post 

22.7 

15.1 

14.3 

4.9 

2.8 

2.9 

NM 

23.3 

1,424 

140 

9.8 

Gannett 

19.1 

20.8 
12.7 

11.9 
9.1 

39.4 

3.9 

1.5 
3.0 

4.1 

10.1 

3,435 

331 

9.6 

Knight-Ridder 

18.7 

26.6 

3.5 

NM 

7.5 

2,304 

149 

6.5 

Commerce  Clearing 

18.6 

def 

def 

3.7 

7.5 

-5.0 

-8.4 

P-D 

669 

-11 

def 

RR  Donnelley  &  Sons 

15.7 

13.3 

9.6 

16.9 

11.8 

5.9 

4.4 

12.1 

4,122 

230 

5.6 

McGraw-Hill 

15.5 

16.0 

11.3 

25.8 

3.9 

5.5 

NM 

3.5 

2,040 

159 

7.8 

Dow  Jones 

14.6 

6.7 

6.0 
3.2 

18.7 

8.8 

5.0 

-17.3 
-18.0 

4.4 
21.9 

1,798 
1,771 

96 
30 

5.4 

New  York  Times 

13.6 

2.8 

13.1 

1.8 

3.8 

1.7 

Banta 

12.9 

14.8 

11.8 

19.1 

17.0 

10.0 

NM 

68.0 

618 

34 

5.5 

Central  Newspapers 

12.3 

9.4 

8.7 

0.7 

1.8 

1.9 

NM 

13.2 

428 

27 

6.4 

American  Greetings 

12.2 

11.9 

9.6 

15.0 

6.8 

10.4 

15.4 

5.9 

1,623 

102 

6.3 

Houghton  Mifflin 

11.8 

11.9 

10.4 

20.3 

7.6 

-2.1 
2.3 

NM 

18.5 

455 

26 

115 

5.7 

Times  Mirror 

11.1 

5.9 

5.0 

30.4 

4.7 

-23.2 

-18.3 

3,666 

3.1 

McClatchy  Newspapers 

10.9 

8.7 

6.8 

6.0 

8.4 

1.7 

-12.9 

17.4 

434 

29 

6.7 

EW  Scripps 

10.7 

10.6 

7.5 

28.6 

4.5 

-0.2 

9.3 

18.5 

1,289 

71 

5.5 

Tribune 

9.7 

10.1 

8.3 

27.8 

NM 

2.4 

-6.3 

D-P 

2,082 

127 

6.1 

Western  Publishing 
AH  Belo 

9.7 
8.4 

8.8 
13.5 

8.9 

0.0 

8.4 

20.8 

-14.2 

500.0-^ 

591 
498 

19 
32 

3.2 

7.1 

44.3 

2.6 

16.2 

NM 

63.4 

6.4 

Meredith 

8.3 

0.6 

0.6 

27.9 

3.3 

-1.7 

NM 

-92.6 

726 

2 

0.2 

Affiliated  Pubs 

5.7 

def 

def 

25.1 

NM 

-4.0 

NM 

P-D 

410 

-52 

def 

Media  General 

def 

9.9 

5.1 

50.7 

-3.0 

-2.7 

NM 

D-P 

577 

20 

3.5 

General  Cinema 

deft 

def 

2.6 

46.9 

22.0* 

0.5 

NM 

D-D 

3,604 

-186 

def 

Scholastic 

NA 

32.5 

14.0 

36.0 
22.7 

19.3 

16.3 

NM 
NM 

60.6 
14.5 

497 
1,357 

14 
33 

2.7 

Medians 

12.3 

11.2 

8.8 

4.6 

2.3 

5.6 

Advertising 

Interpublic  Group 

20.8 

18.4 

15.9 

23.8 

14.4 

17.0 

16.0 

17.1 

1,802 

106 

5.9 

Omnicom  Group 

20.4 

17.1 

14.6 

43.3 

11.2 

14.9 

10.7* 

9.5 

1,360 

62 

4.6 

ADVO 

18.6 

18.9 

20.8 

0.0 

7.8 

12.9 

44.2t 

4.7 

788 

20 

2.6 

Grey  Advertising 

10.6 

4.2 

4.9 

2.5 

14.6 

8.2 

NM 

-63.4 

556 

5 

1.0 

WPP  Group 

1.4 

def 

NA 

46.6 

NA 

6.0 

NA 

D-D 

2,307 

NA 

NA 

Medians 

18.6 

17.1 

15.3 
8.7 

23.8 

12.8 

12.9 

13.4 

4.7 

1,360 

41 
38 

3.6 

Industry  medians 
All-industry  medians 

12.3 

10.1 

27.8 

8.1 

5.5 

NM 

12.1 

1,360 

4.8 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

to  profit,    c 

-22.7 

7.6 

1,383 

3le.    NE:  N( 

43 

3.0 

0-D;  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero 

ef:  Deficit. 

NA:  Not  availa 

;gative  equity. 

NM:  Not 

meaningful.    'Four-year average. 

Tfiree-year  average.    For  fu 
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ADVERTISEMENT 


"Slarlasr 


Partnerships  In 
Engineering  Excellence 

Reestablishing  an  American  Legend 


Perhaps  no  other  product  has  come  to  symbolize 
America's  passion  for  freewheeling  road  travel  and  personal 
independence  more  than  a  Hariey-Davidson®.  For  legions 
of  riders  woridwide,  a  Hariey-Davidson®  motorcycle  repre- 
sents the  uniquely  American  longing  for  the  open  road, 
unconfined  by  the  walls  and  windows  of  an  automobile. 

But  only  ten  years  ago,  Hariey-Davidson  was  struggling 
to  sell  its  products.  Like  so  many  other  icons  of  American 


manufacturing,  Hariey-Davidson  had  become  a  victim  of  its 
own  success,  tuming  out  the  same  basic  machines  year 
after  year.  A  clientele  that  included  many  do-it-yourself 
mechanics  virtually  assured  the  company  of  sales  and  for- 
gave quality  oversights.  After  all,  working  on  your  Hariey® 
was  half  the  fun  of  owning  one. 

That  complacency  nearly  doomed  Hariey-Davidson 
when  overseas  manufacturers  unveiled  a  new  generation  of 
higher-quality,  technically  advanced  motorcycles. 

But  Hariey-Davidson,  the  all-American  company, 
answered  the  new  challenges.  During  the  eariy  1980s, 
Hariey-Davidson  became  committed  to  manufacturing  high- 
quality  products  that  could  compete  with  the  very  best  its 


competition  had  to  offer.  These  new  bikes  still  provided  the 
muscle  and  machismo  that  gave  Harieys®  their  legendary 
appeal,  but  riders  no  longer  needed  to  carry  tool  kits  when 
they  went  for  a  ride. 

The  result?  A  renewed  love  affair  with  Hariey-Davidson. 
Not  only  traditional  blue-collar  cycle  fans,  but  also  doctors, 
lawyers,  chief  executive  officers  and  Hollywood  celebrities 
started  riding  Hariey-Davidson®  motorcycles.  The  com- 
pany's success  became  a  textbook 
example  of  how  an  American  business 
can  right  itself  when  quality  becomes  its 
mission. 

Along  the  way,  Parker  Hannifin 
Corporation,  the  worid's  largest  manufac- 
turer of  motion-control  components  and 
systems,  has  been  there  to  help.  Parker 
hydraulic  and  pneumatic  products  —  rang- 
ing from  pumps,  valves,  cylinders,  filters, 
fluid  connectors  and  seals  to  automation 
components  and  systems  —  are  used 
throughout  Hariey-Davidson®  manufactur- 
ing plants.  And  Parker  seals  are  also  an 
integral  part  of  the  hydraulic  brake  system 
on  every  Hariey®  produced. 

Support  like  this  has  helped  Hariey- 
Davidson®  motorcycles  become  the 
most  sought  after  in  the  worid,  with  demand  greatly  out- 
weighing supply.  Harieys  have  become  one  of  the  bright 
spots  in  U.S.  foreign  trade  with  31  percent  of  the  com- 
pany's unit  production  slated  for  export. 

It's  this  type  of  partnership  in  excellence  that  is  the  driv- 
ing force  behind  Parker's  woridwide  preeminence  in  motion- 
control  components  and  systems.  Parker  operates  200 
manufacturing  plants  and  administrative  offices  around  the 
worid,  supporting  more  than  4,500  distributors  and  more 
than  258,000  customers  in  every  comer  of  the  worid  with 
more  than  800  product  lines  for  hydraulic,  pneumatic  and 
electromechanical  applications  in  some  1 .200  industrial  and 
aerospace  markets. 


Parker  and  Harley-Davidson  travel  the  road  to  excellence 


The  road  champion  image  of 
Harley-Davidson  has  been  restored. 
This  legendary  company  -  unique  in 
American  industry  -  recently  under- 
went a  coniplete  metamorphosis  in 
order  to  prevail  against  formidable 
competition  from  abroad.  And 
Parker  Hannifin,  the  world's  leader 
in  motion-control  components  and 
systems,  was  there  to  help. 
;        Much  of  the  Harley-Davidson 
I     rebuilding  process  was  a  team  effort 
guided  by  President  and  CEO  Rich 
Teerlink.  All  facets  of  the  company 
.    were  painstakingly  studied.  Harley- 
Davidson  then  adopted  employee- 
driven  quality  programs,  calling  for 


every  member  of  the  workforce  to 
become  fully  involved. 

Harley-Davidson  also  employed 
the  latest  in  manufacturing 
technology.  That's  where  Parker 
came  in. 

Harley-Davidson' s  engineering 
team  employed  Parker's  innovative 
manufacturing  technology  to  further 
improve  productivity  and  quality  on 
the  factory  floor.  Parker's  advanced 
hydraulic  and  pneumatic  components 
and  systems  are  used  throughout 
Harley-Davidson®  manufacturing 
plants  to  improve  plant  efficiency. 
And  Parker  seals  are  used  on  the 


braking  system  of  every  Harley®. 

Parker  serves  over  1 ,200  markets. 
More  than  250,000  customers  around 
the  globe  rely  on  the  innovation  and 
dependability  of  Pij-ker  technology, 
components  and  systems. 

These  partnerships  have  helped 
make  Parker  a  worldwide  leader  in 
the  motion-control  industry.  For 
more  information,  write  for  our 
Annual  Report:  Parker  Hannifin 
Corporation,  Dept.  FB-21,  17325 
Euclid  Ave.,  Cleveland,  OH  441 12- 
1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product 
information. 


PH-NYSE 


A  partnership  In  vital  technologies 


Parker 


Financial  semces 

Banks  and  brokerage  firms 
had  agreatyear  in  1992. 
Thank  you,  Alan  Greenspan. 


By  Matthew  Schifrin 

Remember  how  Sherman  McCoy's  job  was  described  in 
Bonfire  of  the  Vanities^  Making  money  on  Wall  Street, 
Tom  Wolfe  wrote,  was  like  collecting  crumbs  that  drop  off" 
cake  as  it  is  passed  around.  Last  year  the  cake  crumbs  for 
financial  institutions  were  both  plentiful  and  rich. 

Federal  Resene  Chairman  Alan  Greenspan  was  success- 
ful at  lowering  short-term  interest  rates,  but  longer-term 
rates  were  more  resistant.  The  unusually  steep  yield  curxe 
meant  fat  returns  for  brokerage  firms  and  banks,  which, 
essentially,  rent  money  at  short-term  rates  and  lend  it  out 
at  longer-term  rates. 

Wertheim  Schroder's  James  Hanbun'  expects  the  bro- 
kerage industr\''s  pretax  profits  to  be  about  S6.8  billion  for 
1992,  surpassing  199rs  record  of  $5.8  billion.  Besides  an 
explosion  of  net  interest  income,  most  firms  benefited 
from  the  massive  flow  of  funds  out  of  low-rate  bank 
deposits  and  into  higher-\'ielding  in\'estment  products 


sold  by  brokers. 

Underwriting  was  hot.  Fixed-income  underwriting  xol- 
ume  rose  to  around  S800  billion,  up  from  S515  billion  in 
199  L  Equit\'  undenxriting  hit  an  estimated  $70  billion.  And 
e\er  since  the  wild  swings  in  earnings  that  characterized  the 
1980s,  firms  like  Merrill  Lynch  ha\e  been  especially  cautious 
about  expenses.  They'xe  also  increased  their  stream  of  fees 
from  relati\el\'  stable  products  like  mutual  fiands. 

The  banking  industry'  also  prospered  from  the  Federal 
Resene's  actions.  Net  interest  margins  reached  as  high  as 
six  percentage  points  for  banks  like  Banc  One.  In  this 
enx'ironment,  many  banks  and  thrift:s  strengthened  their 
capital  positions.  But  w  ith  a  sluggish  economy  coupled 
with  encroachment  from  other  financial  intermediaries, 
banks  had  a  hard  time  expanding  their  traditional  business, 
lending.  By  the  end  of  the  first  half  of  1992  the  Federal 
Deposit  Insurance  Corp.  reported  that  over  $730  billion 


Financial 
services 


Company 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Return  on 
capital 
latest 


Earnings  per  share 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


Multinational  banks 

BankAmerica 
Bankers  Trust  NY 
Republic  New  York 
JP  Morgan  &  Co 
First  Chicago 

Chemical  Banking 
Chase  Manhattan 
Citicorp 

Continental  Bank 
Bank  of  Boston 

Medians 

Regional  banks 

State  Street  Boston 

Bancorp  Hawaii 

Norwest 

Fifth  Third  Bancorp 

Banc  One 

Northern  Trust 

SunTrust  Banks 

Firstar 

Old  Kent  Financial 

National  City 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P;  Zero  to  profit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity. 
meaningful.    *Four-year  average,    tlhree-year  average.    For  further  explanation,  see  page  95. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 
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11.1 

6,647 

728 

11.0 

11.2 

13.9 

8.3 

66.2 

14.3 

-12.0 

22.5 

12.5 

2,362 

250 

10.6 

10.5 

23.1 

13.7 

44.9 

11.3 

-1.0 

NM 

28.7 

10,334 

1,353 

13.1 

9.3 

def 

def 

35.1 

5.7 

-14.3 

-46.8t 

P-D 

4,383 

-252 

def 

1.5* 

1.0 

5.0 

40.6 

1.9 

-11.6 

NM 

-87.8 

12,821 

362 

2.8 

0.3 

11.1 

9.4 

47.8 

5.8 

-7.9 

NM 

-9.1 

11,354 

605 

5.3 

def 

1.2 

5.5 

67.7 

7.9 

-2.8 

NM 

D-P 

32,039 

309 

1.0 

def 

15.4 

10.6 

38.3 

NM 

-23.7 

NM 

D-P 

1,881 

211 

11.2 

def 

14.6 

10.1 

33.7 

6.8 

15.8 

NM 

D-P 

5,254 

229 

4.4 

5.4 

13.7 

9.7 

46.3 

6.3 

-6.8 

NM 

11.8 

8,491 

1,400 

336 

145 

7.2 

19.5 

17.4 

16.0 

14.2 

16.7 

5.8 

13.3 

-0.3 

10.4 

18.7 

16.8 

16.0 

9.4 

19.5 

-7.5 

14.7 

12.9 

960 

124 

13.0 

18.2 

18.4 

11.3 

56.7 

13.5 

7.2 

9.2t 

17.1 

4,517 

493 

10.9 

17.7 

17.8 

17.6 

10.3 

24.8 

0.6 

12.3 

16.7 

886 

156 

17.6 

17.6 

16.9 

16.1 

18.5 

18.1 
.12.5 

38.5 
-5.0 

13.0 
NM 

21.0 
14.0 

5,243 
1,233 

690 
144 

13.2 

17.6 

17.5 

14.4 

23.3 

11.7 

17.1 

16.0 

14.4 

17.1 

7.6 

-7.0 

9.3 

12.4 

3,174 

403 

12.7 

16.7 

17.5 

15.7 

14.2 

13.0 

1.6 

-3.0t 

19.5 

1,211 

157 

12.9 

16.0 

15.7 

14.4 

2.3 

12.7 

-3.0 

5.3 

17.5 

836 

106 

12,6 

16.0 

14.6 

12.8 

11.8 

8.4 

3.7 

7.9 

25.9 

2,731 

320 

11.7 

NM:  Not 
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ARE  YOU 

MISCLASSIFYING  YOUR 

1099  INDEPENDENT 

CONTRACTORS? 


It's  Your  Company's  Responsibility  To  Prove  That 
Your  1099  Contractors  Are  Truly  "Independent!" 


These  are  just  three  of  20  questions*  which  may  help  to  determine  if  you  are  erroneously 
treating  former,  retired  or  special  project  employees  as  Independent  Contractors: 

Q  Is  your  company  the  sole  or  major  source  of  income  for  the  individual? 

Q  Does  the  consultant  provide^the  same  or  similar  services  as  your  own  employees? 

Q  Do  you  instruct  the  person  as  to  when,  where  and  how  work  is  performed? 

PAYROLL  OPTIONS  UNLIMITED "    HAS  THE  CONFIDENTIAL  SOLUTION! 

Payroll  Options  Unlimited  is  a  unique  confidential  service  that  allows  your  1099  wage  earners 
to  continue  providing  services  to  your  company  without  risk  ...  on  our  payroll! 
Call  today  for  a  completely  confidential  discussion  about  our  program.  Be  sure  to  ask  our 
Education  Department  for  a  free  "independent  Contractor  1099  Status  Test*." 


CALL:  ANDREW  SCHULTZ 

800-966-6654 

J  (I  Payroll  Options 
Unlimited" 


r 1 

PAYROLL  OPTIONS  UNLIMITED™  ,  INC. 
1 335  Jericho  Turnpike,  Suite  4  •  New  Hyde  Park,  N.Y.  1 1 040  Phone  800-966-6654 

D  Please  send  more  information  on  Payroll  Options  Unlimited. 
D  Please  call  me,  confidentially. 


Name- 


-  Title 


A  DIVISION  OF  UNIFORCE  SERVICES,  INC 


1335  Jericho  Turnpike,  New  Hyde  Park,  N.Y.  11040 

'    'This  is  not  a  conclusive  list  of  the  criteria  used  by  taxing  authorities.  It  Is  our  recommendation 
<   that  you  consult  your  legal  or  tax  professionals  to  avoid  misclasslfication. 


Company- 
Address  — 

City 

Phone  -L- 


.  State  - 


Zip 


I p 


FINANCIAL  SERVICES 


They  like  to  win 

"In  football  if  you  are  big 
and  fast  and  agile  they  say 
you  are  unbeatable,"  says 
Kenneth  Lew  is,  president 
of  NationsBank's  general 
banking  division.  It's  an  ap- 
propriate analog}'  for 
Charlotte,  N-C's  Nations- 
Bank because  it's  so  nim- 
ble for  a  bank  of  its  size  (as- 
sets, S118  billion).  "We 
like  to  win,"  says  Lewis. 

Under  the  leadership 
of  Chief  Executi\e  Hugh 
McColl,  NationsBank 
has  grown  to  more  than 
1,800  branch  offices  in 
nine  states.  Its  risk-adjusted 
capital  is  a  solid  7.54%, 
return  on  assets  1.22%,  and 
its  stock  is  selling  for 
nearly  190%  of  book  value. 

What  wows  Wall  Street 
is  NationsBank's  knack  for 
making  well-timed  stra- 
tegic acquisitions.  "They 
seem  to  catch  evenone 
else  napping,"  says  Sally 
Pope  Davis,  an  analyst  at 
Goldman,  Sachs.  "McColl 
is  not  afraid  to  act." 

Despite  that  rapid 
growth,  NationsBank  has 
managed  to  keep  its  over- 
head expense  ratio  at  a  re- 
spectable 64%  of  operat- 
ing re\enue.  According  to 
President  Lewis,  the  se- 
cret is  a  special  team  of 
managers  called  into  ac- 
tion each  time  Nations- 
Bank makes  an  acquisi- 
tion. The  team  folds  the 
new  operations  into  the 
overall  corporate  structure 
and  it  cuts  out  fat.  When 
it  acquired  beleaguered 


Kenneth  Lewis,  president  of  NationsBank's  general  banking  division 
A  big  buyer  nimble  enough  to  catch  everyone  napping. 


c&s/Sovran  in  1991,  for 
example,  the  team  elimi- 
nated redundant  branch 
offices  and  cut  around 
6,000  employees. 

Last  July  NationsBank 
made  a  S200  million  invest- 
ment in  the  preferred 
stock  of  MNC  Financial  that 
gi\  es  NationsBank  an  op- 
tion to  acquire  the  entire 
$16  billion  Maiyland- 
based  bank  by  1997.  It  also 
expands  NationsBank's 
empire  all  the  way  from 
Texas  to  a  dominant  posi- 
tion in  the  lucratixe  market 
of  metropolitan  Wash- 


ington, D.C  and  Maiyland. 
.\nd  in  mid-November 
the  company  announced  it 
would  pay  SI 00  million 
to  C^hiTsler  Corp.  for  S4 
billion  in  consumer  and 
business  finance  assets  of 
C]hr\sler  Financial. 

But  what  may  turn  out 
to  be  NationsBank's  smart- 
est moxe  yet  is  its  recent 
-agreement  to  join  forces 
with  broker  Dean  Witter 
Financial,  which  is  being 
spun  off  from  troubled 
Sears.  The  deal  brings  Dean 
Witter  knowhow,  prod- 
ucts and  salesmanship  into 


NationsBank  branch  of- 
fices under  the  banner  of 
Nations  Securities.  The 
entit)'  will  start  with  400 
representatives  and  is  ex- 
pected to  grow  to  over 
1,000.  In  this  way  Na-         '. 
tionsBank  is  shrewdly  using 
its  extensive  branch  sys- 
tem as  retail  st(Mefronts 
selling  a  w  ide  array  of 
products. 

"We  don't  care  wheth- 
er a  customer  buys  a 
CD  or  a  stock,  we  just 
want  to  keep  them  coming 
in  rhc  dooi,"  says  Lewis. 
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Financial     ^^b 
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Profit 
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Profitability 
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Mfll^H 

Return  on  equity     | 
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Earnings 
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latest          latest 
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average 
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12  mos       12  mos 
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12  mos 

12  mos 

12  mos 

12  mos 
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% 
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% 

% 

% 

% 

% 
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Wells  Fargo 

15.8 

def            2.0 

52.5 

8.5 

-9.8 

NM 

P-D 

5,375 

-6 

def 

SouthTrust 

15.7 

15.7           14.2 

23.2 

16.7 

2.9 

6.7 

14.7 

954 

106 

11.1 

NBD  Bancorp 

15.7 

14.0           13.9 

28.6 

11.2 

1.3 

10.3 

2.3 

2,777 

322 

11.6 

US  Bancorp 

15.6 

13.6           10.0 

43.3 

19.2 

-3.6 

14.1 

-0.5 

1,938 

196 

10.1 

Marshall  &  llsley 

15.4 

16.0           14.5 

15.5 

9.8 

-5.1 

6.8 

21.1 

802 

111 

13.8 

KeyCorp 

14.9 

16.5           13.3 

29.0 

21.1 

2.2 

8.3 

22.0 

2,244 

233 

10.4 

CoreStates  Financial 

14.7 

16.2           11.4 

41.3 

14.0 

-14.4 

NM 

159.4 

2,139 

258 

12.1 

Wachovia 

14.5 

11.2           10.8 

5.4 

12.7 

-6.5 

NM 

-22.5 

2,840 

283 

10.0 

First  of  America  Bank 

14.2 

14.9           12.0 

15.2 

21.8 

21.6 

3.5 

-1.8 

1,757 

171 

9.7 

Union  Bank 

14.2 

9.3             7.8 

24.9 

30.4 

-13.9 

5.0 

-19.0 

1,440 

94 

6.5 

Huntington  Bcshs 

14.1 

15.4           14.2 

12,1 

13.6 

1.2 

7.4 

16.8 

1,245 

132 

10.6 

Commerce  Bcshs 

13.6 

13.0           12.7 

1.4 

6.4 

-6.3 

12.7 

13,7 

565 

69 

12.2 

AmSouth  Bancorp 

13.5 

13.4           12.2 

15.2 

11.5 

-4.7 

NM 

12,7 

853 

96 

11.3 

First  Empire  State 

13.4 

17.5           17.4 

0.3 

14.9 

7.7 

16.1 

48.2 

890 

95 

10.6 

First  Union 

13.2 

13.9           10.9 

39.0 

12.5 

7.1 

-1.4 

47.8 

4,472 

469 

10.5 

First  Tennessee  Natl 

12.9 

19.7           16.6 

20.7 

8.3 

2.7 

NM 

44.4 

770 

87 

11.3 

Michigan  National 

12.9 

9.1             8.2 

7.4 

7.3 

-10.0 

NM 

109.5 

1,021 

67 

6.5 

PNC  Financial 

11.7 

14.4           12.9 

15.5 

19.2 

-10.5 

-14.2 

283.9 

4,076 

493 

12.1 

Boatmen's  Bancshs 

11.5 

13.7           13.0 

16.2 

3.8 

5.2 

8.3 

19.2 

1,660 

193 

11.6 

Meridian  Bancorp 

11.1 

13.2           12.3 

11.4 

11.0 

-10.3 

-11.0 

3.9 

1,087 

109 

10.0 

NationsBank 

10.9 

9.3             8.9 

28.5 

18.2 

-11.1 

-17.2 

27.4 

10,489 

667 

6.4 

Barnett  Banks 

9.9 

8.9             8.5 

24.0 

12.0 

-8.9 

-15.7 

260.3 

3,039 

196 

6.4 

Integra  Financial 

9.6* 

17.1           15.8 

50.3 

6.1 

6.3 

NM 

273.3 

839 

97 

11,6 

Crestar  Financial 

9.4 

7.5             7.4 

20.1 

8.2 

-11.9 

-14.4 

127.3 

1,105 

59 

5,4 

Mercantile  Bancorp 

9.0 

14.3     "     13.3 

16.8 

3.8 

2.7 

NM 

9.9 

803 

80 

10,0 

Signet  Banking 

7.9 

3.3             3.8 

27.1 

8.6 

-13.1 

NM 

-27.9 

1,135 

26 

2.3 

Fleet  FinI  Group 

7.4 

8.2             6.3 

48.7 

15.2 

18.1 

-19.1 

D-P 

4,752 

233 

4.9 

Bank  of  New  York 

7.2 

11.4             9.4 

31.3 

25.3 

-18.5 

-17.0 

221.3 

3,697 

330 

8.9 

First  Fidelity  Bncp 

7.1 

14.8           12.0 

21.7 

5.4 

-11,5 

NM 

8.5 

2,522 

282 

11.2 

UJB  Financial 

7.0 

■5.4             5.8 

6.3 

14.1 

-5.8 

-25.9 

D-P 

1,158 

45 

3.9 

Dominion  Bankshares 

6.0 

def            def 

19.6 

13.4 

-15.1 

-22.7 

D-D 

900 

-31 

def 

Society 

5.2* 

6.8             6.7 

24.8 

5.7 

-12.4 

-20.3* 

-9.3 

2,468 

122 

5.0 

First  Bank  System 

5.1 

16.6           11.8 

33.3 

-7.0 

-9.7 

NM 

32.8 

1,697 

232 

13.7 

Mellon  Bank 

4.7 

19.7           13.1 

32.8 

NM 

-4.1 

NM 

493.6 

3,057 

404 

13.2 

BayBanks 

3.2 

6.1             5.9 

9.2 

9.8 

-11.0 

-31.5 

D-P 

931 

32 

3.4 
6.7 

First  American  Corp 

def 

9.4             9.2 

3.6 

3.4 

-6.4 

-31.6 

D-P 

535 

36 

Valley  National 

def 

6.4             6.7 

17.6 

1.6 

-4.7 

NM 

-7.5 

1,073 

35 

3.2 

First  Interstate  Bncp 

def 

3.7             5.2 

48.8 

NM 

-20.4 

NM 

D-P 

4,282 

140 

3.3 

MNC  Financial 

def 

def            def 

51.7 

10.8 

-29.5 

NM 

D-D 

1,556 

-75 

def 

Shawmut  National 

def 

4.3            5.4 

34.0 

4.2 

-12.2 

NM 

D-P 

2,117 

52 

2.5 

Premier  Bancorp 

def 

16.5           15.6 

23.9 

-4.1 

-6.6 

NM 

146.8 

356 

30 

8.4 

Hibernia 

def 

def            def 

3.4 

16.0 

-33.3 

NM 

D-D 

510 

-47 

def 

Riggs  National 

def 

1.8            3.6 

43.7 

8.3 

-21.4 

NM 

D-P 

499 

5 

1,0 

Midlantic 

def 

def            def 

34.5 

9.4 

-29.0 

NM 

D-D 

1,500 

-85 

def 

Comerica 

NA 

11.3           10.6 

20.2 

11.1 

-9.5 

27.8* 

-22.1 

2,360 

216 

9,2 

Medians 

12.3 

13.7           11.8 

20.2 

11.2 

-6.4 

-17.2 

17.5 

1,440 

124 

10.1 

D-D:  Deficit  to  deficit.     D-P:  Def 

cit  to  profit. 

P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    d 

ef:  Deficit, 

NA:  Not  avails 

ble.    NE:  N 

Bgative  equity 

NM:  Not 

meaningful.    *Four-year  average. 

tThree-year  average.    For  further  explanat 

on, see  page 

95. 

Sources:  Forbes:  Value  Line  Data  8 

ase  Service  via 

Lotus  One  S-^urce. 
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in  bank  assets  had  been  devoted  to  investment  securities, 
compared  w  ith  almost  S550  billion  in  commercial  loans. 
One  of  the  few  ways  that  banks  can  increase  earnings 
these  days  is  to  buy  assets  and  cut  costs.  That  is  why  Banc 
One,  First  Union,  Norwest,  NationsBank  (sec  box,  p. 148)^ 
KeyCorp,  Mellon  Bank  and  other  big  regional  banks  have 
been  on  an  acquisitions  spree.  The  trend  should  continue 
this  year,  but  perhaps  at  higher  prices. 


The  go\ernment-sponsored  Student  Loan  Marketing 
Association  tops  our  list  again  this  year,  with  an  astound- 
ing five-year  average  return  on  equity  of  38%.  Incoming 
President  Clinton  has  suggested  a  plan  that  could  make 
student  loans  axailable  directh'  from  the  go\ernment,  a 
mo\'e  that  could  be  disastrous  to  lenders  like  Sallie  Mae. 
But  don't  rule  out  Sallie  Mae's  abilit}'  to  lobby  eftecti\eh' 
to  get  Clinton's  plan  weakened.  Hi 


Financial 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

■■■■I^^^HI 

IHjjj^^^^H 

^^^^^^^Hl 

^^^^^^^H 

^^^^^^^■1 

^^■■■■1 

^■■■■■■H 

Return  on  equity     | 

Sales 

Earnings  per  share    | 

Return  on 

capital 

1 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

Smil 

% 

Thrift  institutions 

Golden  West  FinI 

18.5 

19.1 

14.7 

36.4 

13.3 

-6.2 

5.3 

27.5 

2,099 

277 

13.2 

Standard  Fedl  Bank 

12.8 

17.0 

16.0 

7.5 

2.7 

-5.9 

NM 

63.3 

830 

92 

11.1 

Gt  Western  Financial 

10.0 

9,4 

7.3 

49.0 

4.6 

-15,1 

-9.8 

27.8 

3,457 

223 

6.4 

HFAhmanson 

10.0 

9.5 

6.9 

38.6 

12.3 

-18,5 

-8.5 

30.3 

3,842 

205 

5.3 

Washington  Mutual 
FirstFed  Michigan 

8.7 

16.8 

14.4 

6.7 

10.1 

7,0 

NM 

20.0 

lib 

91 

11.7 

5.6 

6.9 

6.3 

54.5 

-4.5 

-13,6 

-26.1 

140.5 

833 

33 

3.9 

Commercial  Federal 

4.4 

22.9 

19.3 

7.8 

NM 

-14,7 

NM 

126.3 

450 

44 

9.8 

TCF  Financial 

def 

10.7 

12.6 

22.5 

-6.5 

-7,8 

NM 

46.1 

413 

23 

5.6 

Coast  Savings  FinI 

def 

8,2 

8.1 

23.4 

NM 

-30,7 

NM 

-22.7 

666 

23 

3.5 

Anchor  Bancorp 

def 

7.6 

6.2 

14.2 

NM 

-26,5 

NM 

-55.6 

629 

27 

4.4 

GlenFed 

def 

def 

def 

34.8 

-4.9 

-24,8 

NM 

D-D 

1,463 

-158 

def 

CalFed 

def 

def 

def 

19.2 

-5.3 

-25,2 

NM 

NA 

1,429 

-144 

def 

People's  Bank 

deft 

4.8 

4.8 

0.0 

6.0 

-13.3 

NA 

D-P 

548 

14 

2.6 

Dime  Savings  Bank  FSB 

def 

def 

def 

60.0 

3.7 

-14,5 

NM 

D-D 

865 

-169 

def 

Meritor  Savings  Bank 

def 

def 

def 

74.1 

-21.3 

-18,5 

NM 

D-D 

463 

-144 

def 

Medians 

def 

8.2 

6.9 

23.4 

-4.5 

-14.7 

NM 

27.6 

830 

27 

4.4 

Brokerage  &  commodity 

Morgan  Stanley 

24.0 

18.3 

11.9 

49.5 

23.1 

13,9 

12.7 

16.5 

7,374 

501 

6.8 

AG  Edwards 

19.7 

22,3 

22.8 

0.0 

12.0 

30,6 

15.7 

40,8 

1,011 

112 

11.1 

Bear  Stearns  Cos 

19.3 

26.4 

16.5 

44.1 

8.2 

11,1 

10.4 

91.2 

2,684 

310 

11.6 

Charles  Schviiab 

17.4* 

35.5 

25.0 

39,2 

18.6 

24,0 

78.lt 

107.5 

904 

72 

8.0 

Alex  Brown 

13.8 

24.5 

21,8 

16,9 

6.3 

28,8 

NM 

49.6 

454 

57 

12.5 

Salomon 

10.8 

9.0 

7,9 

58.9 

9.2 

-20,3 

11.9 

-34.2 

7,608 

378 

5.0 

Merrill  Lynch 

9.7 

22.4 

14,8 

60.0 

5.4 

10,2 

NM 

64.0 

13,283 

906 

6.8 

Commercial  Metals 

9.6 

6.0 

6.0 

28.6 

4.1 

0,4 

NM 

3.6 

1,166 

13 

1.1 

PaineWebber  Group 

4.9 

25.2 

13.7 

49.8 

6.4 

10,5 

NM 

D-P 

3,356 

219 

6.5 

Medians 

13.8 

22.4 

14.8 

44.1 

8.2 

11.1 

10.4 

49.6 

2,684 

219 

6.8 

Lease  &  fmance 

Sallie  Mae 

38.3 

47.4 

4.7 

96.4 

22.1 

-16,2 

22,9 

41.0 

2,873 

384 

13.4 

Federal  Natl  Mortgage 

32.5 

28,5 

6.5 

94.9 

6.0 

7.5 

56.2 

11.8 

14,183 

1,588 

11,2 

Federal  Home  Loan  Mtg 

27.7 

23,2 

10.3 

79.1 

18.1 

4.7 

15.8 

26.4 

4,417 

.613 

13.9 

H&R  Block 

27.1 

26.4 

27.0 

0.0 

15.0 

12.2 

15.8 

12.2 

J,377 

161 

11.7 

GATX 

17.5 

4.8 

4.7 

68.4 

15.3 

6.0 

24.7 

-66.0 

1,026 

38 

3.7 

Household  IntI 

16.8 

4.1 

7.4 

77.5 

15.6 

-6.6 

-6.8 

-74.9 

4,267 

97 

2.3 

Beneficial  Corp 

15.6 

13.8 

8.0 

76.0 

10.5 

-0.4 

3.6 

4.5 

1,824 

163 

8.9 

Primerica 

15.2 

19.7 

12.0 

51.5 

60.2 

-11.5 

40.9 

48.8 

5,709 

668 

11.7 

American  Express 

13.8 

7.6 

6.5 

61.9 

9.5 

5.7 

-11.7 

-35.0 

26,888 

592 

2.2 

Rouse 

7.9 

0.0 

5.2 

97.9 

10.9 

2.5 

-30.5 

D-Z 

587 

0 

0.0 

Ryder  System 

3.7 

4.0 

5.3 

47.5 

5.3 

2.0 

-36.5 

438.5 

5,173 

64 

1.2 

New  Valley 

NE 

NE 

def 

NE 

-15.4 

65.7 

NM 

P-D 

444 

-24 

def 

MBNA 

NA 

27.8 

28.0 

39.8 

.21.2 

7.6 

18.9- 

15.3 

1,168 

166 

14.2 

Medians 

16.2 

13.8 

6.5 

68.4 

15.0 

4.7 

15.8 

11.8 

2,873 

163 

8.9 

Industry  medians 

10.8 

13.7 

10.6 

28.6 

9.5 

-6.0 

-22.7 

17.5 

1,608 

136 

9.0 
3.0 

NM:  Not 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

jgative  equity. 

D-D;  Deficit  to  deficit.     D-P:  Defici 

t  to  profit. 

P-D:  Profit  to  deficit.    D-Z: 

Deficit  to  ze 

fo.    Z-P:  Zero  to  profit,    d 

lef:  Deficit, 

NA:  Not  availat 

)le.    NE:  N( 

meaningful.    'Four-year  average,    t 

Three-year  average.    For  further  explanat 

ion, see  page 

95. 

Sources.-  Forbes-.  Value  Line  Data  Bas 

e  Service  via 

Lotus  One  Source.          _^ 
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In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 

had  been  a  risk  taker  for  92  years. 


When  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
Allendale  had  already  established  a  North  American  pres- 
ence serving  companies  across  the  country  for  92  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  PO.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Food  distributoirs 

Dining  out  hasn't  lost  its  attraction  in  these  lean  times. 

In  fact,  restaurants  that  appealed  to  price-sensitive  customers 

were  booming.  But  supermarkets  and  wholesalers  struggled. 


By  Toddi  Gutner 


Last  \'car  lots  oF  Americans  couldn't  afford  to  buy  new- 
homes,  cars  or  fancy  clothing.  But  they  treated  themselves 
to  dining  out,  especially  at  casual,  family  restaurants  and 
fast-food  chains.  The  big  winners  were  specialty  chains  like 
Applebee's  Neighborhood  Grill  &  Bar  (too  small  to  fit  on 
our  list).  It  posted  a  more  than  10%  increase  in  same-store 
sales  last  year.  More  traditional  hamburger  outfits  like 
McDonald's  chalked  up  more  modest  gains — only  about  a 
2.5%  increase  in  domestic  sales  per  store. 


But  nearly  eveiy  chain  took  adxantage  of  declining  real 
estate  prices  and  lower  financing  costs  to  expand.  Stable 
food  prices  and  a  plentiful  labor  supply  helped,  too.  Other 
than  the  likelihooci  of  rising  health  insurance  costs,  the 
outlook  this  year  for  most  restaurant  chains  remains 
fax'orable. 

Not  so  for  the  supermarket  industiy.  Of  the  32  super- 
market and  convenience  store  companies  in  this  suney,  14 
posted  lower  sales  o\er  the  last  12  months.  What  hap- 


Food 
distributors 


Company 


Supermarkets 
&  convenience 

Food  Lion 
Albertson's 
Arden  Group 
Giant  Food 
Winn-Dixie  Stores 

Riser  Foods 

Hannaford  Bros 

Bruno's 

Smith's  Food  &  Drug 

Weis  Markets 

i\^arsh  Supermarkets 

American  Stores 

Ruddick 

Vons  Cos 

Casey's  General  Store 

Schultz  Sav-0  Stores 
Eagle  Food  Centers 
Stop  &  Shop  Cos 
Great  A&P  Tea 
Delchamps 

Ingles  Markets 
Dairy  Mart 
Seaway  Food  Town 
Village  Super  Market 
Foodarama  Supermkts 

Kroger 

Circle  K 

Natl  Convenience 

Penn  Traffic 

Safeway 

Buttrey  Food  &  Drug 

Southland 

Medians 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Return  on  equity  Sales  Earnings  per  share 

Return  on 
capital 
5-year         latest  latest  Debt/         5-year         latest         5-year         latest  latest  latest  latest 

average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


32.0 

25.5 

17.9 

33.1 

22.3 

12.0 

26.5 

5.7 

6,951 

212 

3,1 

24.2 

20.9 

19.5 

28.9 

10.5 

12.7 

21.4 

1.1 

9,685 

251 

2,6 

22.3 

def 

def 

18.4 

-4.0 

-2.3 

NM 

P-D 

312 

-2 

def 

22.1 

11.3 

9.2 

27.2 

6.8 

3.7 

14.4 

-38.2 

3,507 

70 

2,0 

21.5 

24.7 

23.1 

8.7 

3.5 

2.7 

15.6 

29.9 

10,396 

223 

2,2 

19.7* 

19.4 

11.3 

55.6 

-3.3t 

-4.2 

NM 

-17.5 

979 

8 

0,8 

19.1 

15.4 

11.2 

38.4 

17.6 

4.9 

16.8 

10.6 

2,032 

47 

2,3 

17.1 

10.7 

8.3 

26.9 

15.9 

2.0 

9.0 

-32.9 

2,692 

43 

1,6 

16.8 

11.0 

8.1 

46.4 

21.4 

18.6 

22.0 

7.4 

2,556 

52 

2,0 

15.6 

12.0 

11.7 

0.0 

3.5 

0.4 

5.0 

-5.9 

1.294 

77 

6,0 

14.8 

10.4 

6.7 

51.5 

7.1 

1.3 

10.3 

-26.5 

1,089 

9 

0,9 

14.1 

11.2 

7.8 

56.6 

10.4 

-8.9 

12.2 

-36.4 

19,418 

171 

0,9 

13.7 

13.1 

10.7 

25.6 

10.1 

6.2 

11.2 

4.8 

1,569 

31 

2,0 

13.0' 

15.2 

10.9 

58.8 

14.4 

1.9 

NM 

5.0 

5,476 

73 

1,3 

12.7 

13.3 

9.1 

36.5 

13.5 

-0.9 

4.8 

18.5 

538 

12 

2,2 

12.5 

8.5 

7.0 

30.9 

4.1 

0.7 

NM 

-6,0 

484 

3 

0,6 

12.1* 

13,0 

9.7 

61.7 

2.4 

-4.0 

NM 

D-P 

1,080 

8 

0,8 

12.0t 

def 

def 

85.4 

5.0 

-16.7 

NA 

P-D 

4,221 

-148 

def 

11.5 

def 

0.3 

33.9 

7.7 

-4.6 

NM 

P-D 

11,096 

-39 

def 

11.4 

7.0 

6.3 

21.3 

3.9 

3.3 

NM 

-37.4 

971 

8 

0,9 

10.6 

5.1 

5.8 

50.6 

12.9 

0.6 

NM 

-37.1 

1,051 

7 

0,7 

10.4 

9.6 

7.8 

60.3 

6.0 

-5.4 

NM 

0.0 

545 

4 

0,7 

9.1 

6.7 

6.3 

57.3 

5.1 

-2.9 

-14.6 

88.9 

555 

2 

0,4 

5.5 

1.0 

3.2 

44.4 

4.3 

4.2 

-34.6 

-73.4 

715 

0 

0.1 

3.8 

0.5 

5.1 

61.5 

9.2 

0.9 

NM 

D-P 

701 

0 

0.0 

1.4 

NE 

22.1 

242.6 

4.4 

1.7 

NM 

-43.1 

21,572 

73 

0.3 

def 

NE 

def 

360.4 

6.2 

-15.3 

NM 

D-D 

2,901 

-199 

def 

def 

NE 

def 

196.6 

•  3.5 

-11.7 

NM 

D-D 

926 

-174 

def 

def 

def 

7.7 

95.9 

46.3 

0.3 

NM 

D-D 

2,728 

0 

def 

NE 

14.2 

6.8 

85.4 

-5.7 

-0.9 

NM 

-76.2 

14,964 

40 

0.3 

NA 

18.0 

13.8 

40.0 

NA 

-6.2 

NA 

NA 

468 

9 

1.9 

NA 

NE 

def 

214.9 

NM 

-7.2 

NM 

D-D 

7,166 

-136 

def 

12.6 


10.5 


7.8 


48.5 


6.2 


0.5 


NM- 


-26,5 


1,801 


D-D:  Deficit  to  deficit,     D-P;  Deficit  to  profit,    P-D:  Profit  to  deficit,    D-Z:  Deficit  to  zero,    Z-P:  Zero  to  profit,    def;  Deficit,    NA:  Not  available.    NE;  Negative  equity, 
meaningful,    'Four-year  average,    tlhree-year  average.    For  further  explanation,  see  page  95.    Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 
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Maldng  up 
for  lost  time 

"Thank  you  For  calling 
Winn-Dixie,  the  low-price 
leader,"  greets  the  tele- 
phone operator  at  the  Jack- 
sonxille,  Fla.  headquar- 
ters of  the  1,200-store 
Winn-Dixie  chain. 

Winn-Dixie  works 
hard  these  days  to  make 
good  that  boast.  Fixe. 
\ears  ago  Winn-Dixie  had 
old,  tired  stores.  A  com- 
placent management  failed 
to  introduce  the  specialty 
departments  that  more  ag- 
gressive rivals  were  roll- 
ing out.  Once  a  profit  lead- 
er in  the  supermarket  in- 
dustry, Winn-Dixie  showed 
signs  of  slipping.  Impa- 
tient directors  installed  as 


president  James  Kufeldt, 
a  26-year  Winn-Dixie  \et- 
eran  who  began  as  a  pro- 
duce worker.  He  replaced 
A.  Dano  Da\  is,  a  member 
of  the  family  that  controls 
the  company.  Davis  was 
kicked  upstairs  and  two 
other  members  of  the  Da- 
\'is  family — which  still  owns 
38%  of  the  stock — also 
got  the  boot. 

Kufeldt,  now  54,  went 
right  to  work.  He  eliminat- 
ed an  entire  layer  of  mid- 
dle management  and  in- 
creased the  ratio  of  less 
expensixe  part-time  work- 
ers to  full-time  workers.  A 
computerized  central  buy- 
ing system  was  installed 
to  keep  better  track  of  in- 
xentories  and  extract  low- 
er prices  from  suppliers. 
And  forward  buying — 


where  a  future  supply  of 
items  is  purchased  to  lock 
in  fnorable  prices — was 
substantialh'  increased. 

Winn- Dixie's  axerage 
store  size  has  increased 
nearly  20%  in  the  last  six 
years.  Unprofitable  stores 
are  being  closed  while  \'i- 
able  older  ones  are  under- 
going 10,000-square- 
foot  expansions.  Its  16 
warehouses  and  27  man- 
ufacturing plants  are  also 
being  enlarged  and  up- 
graded as  part  of  a  $1  bil- 
lion capital  program. 

Opening  this  month:  a 
50,000-square-foot  proto- 
type store  in  Orlando  that 
will  feature  higher-margin 
specialt)'  departments  of- 
fering items  such  as  flowers, 
seafood,  pharmaceuticals 
and  on-site  film  processing. 


Winn-Dixie  is  financ- 
ing these  somewhat  belated 
improxements  out  of 
cash  floxx'.  Except  for  long- 
term  capital  leases,  the 
companx'  has  maintained  a 
x'irtually  debt-free  bal- 
ance sheet  since  it  xxas 
founded  in  1925.  Free  of 
debt  senice  burdens,  it  can 
slash  prices  xx'hen  chal- 
lenged bx'  other  supermar- 
ket chains,  warehouse 
clubs  or  deep-discount 
pharmacy  chains. 

Despite  competitive 
prices,  Winn-Dixie  sports  a 
2.2%  net  profit  margin, 
one  of  the  industiy's  high- 
est. The  axerage  super- 
market chain  must  be  con- 
tent with  1%  margins. 
That's  about  xx'here  Winn- 
Dixie  xx'as  only  fix'e  years 
ago.  -T.G.  WM 


James  Kufeldt,  president  of  Winn-Dixie  Stores 
Transforming  a  sleepy  grocer  into  an  aggressive  chain. 
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pened.'  For  starters,  customers  were  trading  down  to  less 
expensixc  items  and  were  also  passing  up  many  of  the 
discrctionaiy  items  carried  by  supermarkets.  Alternative 
formats  like  warehouse  clubs,  such  as  Sam's  and  Price 
Club — which  sell  food  and  other  merchandise  in  large 
\olumes  at  low  prices — continued  to  encroach  on  the 
$380  billion  (in  sales)  retail  food  market.  According  to  the 
Food  Marketing  Institute,  over  the  last  year  supermarkets 
ha\'e  lost  $23  billion  in  groceiy  sales  to  warehouse  clubs, 
mass  merchants  and  deep  discount  drugstores. 

What's  next?  Supermarkets  are  fighting  back — demand- 
ing the  same  favorable  pricing  from  their  suppliers  as  the 
warehouse  operators.  Several  supermarkets,  like  Smith's 
Food  &  Drug  anci  Hannaford  Brothers,  now  dedicate 
around  5%  of  footage  space  to  bulk-pack  or  multipack 
merchandise.  These  items  have  sold  well  at  these  stores, 
but  they  have  returned  lower  margins.  These  larger  pack- 
ages often  cannibalize  sales  of  higher-margin  standard- 
size  packages  of  the  same  products.  Nevertheless,  margins 
should  bounce  back  some  as  supermarkets  learn  the 


business. 

To  rope  in  the  \'alue-conscious  consumer,  supermarkets 
continue  to  emphasize  prixate-label  items,  whose  prices 
can  be  up  to  75%  lower  on  nonfood  items  and  30%  lower 
on  food  items^  But  profit  margins  are  typically  higher. 
Safeway  and  Ki'oger  are  particularly  strong  in  pri\'ate 
labels;  about  a  quarter  of  their  sales  are  store  brancis. 

Food  wholesalers  also  had  a  hard  time  in  1992.  Food 
prices  rose  less  than  1%  at  both  the  wholesale  and  retail 
level.  This  squeezed  margins  and  contributed  to  the 
industiy's  consolidation:  Minneapolis- based  Supenalu 
(formerly  Super  Valu  Stores)  acquired  Wetterau  for  $1.1 
billion.  This  turned  Supenalu — an  outfit  that  has  done 
well  sen'icing  mosdy  small,  independent  grocers — into 
the  nation's  largest  food  wholesaler.  Only  about  13%  of 
Super\'alu's  sales  go  to  the  big  chains.  In  contrast,  Super 
Food  Ser\'ices  relied  on  the  larger  chains  for  about  35%  of 
its  business.  Last  year  Super  Food's  largest  customer, 
Albertson's,  dropped  it  as  a  distributor  and  is  mo\ing 
toward  setting  up  its  own  distribution  network.  ^ 


Food 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

distributors 

■■■^1^ 

^^^HHI^I 

^^^^^^^^B 

Return  on  equity 

Sales 

Earnings  per  share 

■ 

Kii 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year         latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average       12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

%               % 

% 

% 

$mil 

$mil 

% 

Food  wholesalers 

Richfood  Holding 

21. Ot        23.7 

21.5 

36.7 

NM             4.9 

NM 

41.9 

1,072 

16 

1.5 

Supervalu 

19.6          19.9 

14.6 

31.1 

5.8             5.6 

16.1 

33.6 

10,854 

210 

1.9 

Sysco 

19.4          17.7 

12.7 

29.7 

20.1           10.0 

22.0 

10.5 

9,131 

175 

1.9 

Nash  Finch 

11.3          10.6 

9.3 

28.8 

7.9             4.0 

NM 

5.5 

2.431 

19 

0.8 

Fleming  Cos 

10.7            7.1 

6.8 

47.8 

11.2             1.1 

4.9 

-41.0 

12.892 

72 

0.6 

Rykoff-Sexton 

7.9            4.9 

4.9 

41.0 

7.5             3.9 

NM 

-31.6 

1,523 

9 

0.6 

Super  Food  Services 

7.8           def 

def 

32.9 

1.8         -13.8 

NM 

P-D 

1,573 

-5 

def 

Medians 

11.3          10.6 

9.3 

32.9 

7.5             4.0 

NM 

5.5 

2,431 

19 

0.8 

Restaurant  chains 

PepsiCo 

26.1          23.5 

11.9 

51.3 

16.0           11.7 

19.1 

22.2 

21,357 

1,321 

6.2 

McDonald's 

21.1          18.2 

11.8 

35.3 

10.3             5.5 

14.0 

10.0 

7,035 

931 

13.2 

Cracker  Barrel  OCS 

19.0          17.7 

15.6 

16.1 

32.6           33.8 

38.3 

37.8 

432 

37 

8.5 

Brinker  IntI 

17.9          15.2 

15.5 

1.5 

24.2           21.6 

29.2 

26.3 

546 

38 

7.0 

Morrison  Restaurants 

16.5          17.4 

14.5 

13.6 

11.7             6.3 

7.8 

21.9 

1,045 

34 

3.3 

Carl  Karcher 

16.0          14.4 

10.7 

49.4 

11.4           -4.3 

NM 

44.0 

512 

13 

2.6 

Bob  Evans  Farms 

15.7          15.8 

15.5 

0.0 

10.4           14.7 

10.1 

17.7 

585 

41 

7.0 

Sizzler  IntI 

11.3            2.0 

1.8 

3.8 

13.2             6.8 

9.9 

-76.5 

539 

6 

1.1 

Wendy's  IntI 

8.3          12.2 

10.2 

31.2 

-1.1           15.4 

71.9* 

22.4 

1,190 

61 

5.1 

Vicorp  Restaurants 

6.7            9.2 

8.6 

21.5 

3.0             0.6 

NM 

-30.1 

419 

11 

2.6 

Shoney's 

3.2            NE 

25.7 

173.7 

9.9             7.1 

-9.8 

25.6 

1,042 

48 

-  4.6 

Foodmaker 

NA            NA 

NA 

68.4 

17.6*            NA 

NA 

NA 

1,204 

11 

0.9 

TW  Holdings 

NA            def 

5.4 

89.7 

"  13.1              1.5 

NA 

D-D 

3,685 

-41 

def 

Medians 

16.0          14.8 

11.8 

31.2 

11.7             7.0 

10.1 

22.0 

1,042 

37 

4.6 

Industry  medians 

12.8          11.0 

9.1 

39.2 

7.9             1.7 

-12.2 

-3.0 

1.409 

15 

1.0 

All-industry  medians 

12.2          10.7 

8.8 

31.2 

8.1             3.4 

-22.7 

7.6 

1,383 

)le.    NE:  N« 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to  deficit.    D-Z; 

Deficit  to  ze 

ro.    Z-P;  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availat 

gative  equity. 

NM:  Not 

meaningful.    *  Four-year  average.    < 

Three-year  average.    For  further  explanat 

on,  see  page 

95.    Sources:  Forbes:  Vak 

je  Line  Data  Base  Service  via 

Lotus  One  S 

ource. 
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Before  you  can  even  tnink  ol  opening  a  business  or  a  plant  in 

Alaoajna,  you  mielit  nave  to  overcome  some  misperceptions 

about  tne  state— images  snaped  by  tne  media 

;ma  mytns  about  tne  Ooutn .  11  tbat  s 

:  tne  case,  tne  lirst  tnine  Ave  want 

you  to  open  is  your  mina . 

Jjecause  only  tnen  Avill  your 

i  eyes  be  open  to  all  tnat 

Alabama  nas  to  oiler. 

Xvesponaing  to  tne  jokes 

about  Alabama 

being  years 

beJiina,  Xvay 

JVoseAvall 

says,     inat  s 

,  absolutely  not  tni 
Frienas  nave  'KX    \    i  11 

skeJ us,'Wken  you  case.  JMobile,  especially,  is 

get  off  me  plane,  (  J  J  •    1  • 

"1/    -^^        r  very  Ior\\^ara-thinkinp  m 

do  you  set  your  1  o 

^odch  tfodi^^        attracting  new  business,  very 
Ray  Rosewall,  Open  to  cbange .     He  adds , 

'Executive  Vice  President,     urrn  .         .  -i  ■         r 

QMS,  Mobile  X  ne  city  is  much  more  ot  a 

melting  pot  ot  people  tnan  i  expected. 
C^onceming  tne  labor  force,  Jvay  says, 

iney  re  very  nard-w^orking;  you  just  don  t  find  workers  in 
tne  rest  of  tn^country  wno  take  so  mucn  pride  in  their 
accomplishments.    As  for  professionals,  w^e  have  found  many 
bright  engineers  from  the  state  s  universities . 

i  im  and  -Tat  J_angan  didn  t  really  expect  to  move  to 


ALL 


men  the 


here  for  i  ii 


adi  die 


ey  came  nere  lor  X  tm  s  interview^  w^it 
Alabama  ohakespeare  Jestival  in  .M.ontgomery.     Jjut  w^e 

saw^  the  best  production  of  L.hekhov  ever,  and  made 
up  our  minds  to  come  here  at  intermis- 
sion,     i  unsays.      We  left  that 
working  w^ith  a  theater  that  draw^s 
an  audience  from  all  over  the 
nation,  even  o^  foreign  countries, 
w^oufd  be  an  excellent 
opportunity.  And  i  ve  never 
seen  such  strong  community^ 
support  for  a  theater,      ihe 
J_anpans,  w^ho  have  a  six- 


Jd 


id  a  lo- 


year-olQ  son  anc 
year-ofd  daughter,  say 
that  the  move  from  JvJhode 
Lsland  to  Alabama  has 
Cjiven  us  our  lamily  back. 


the  family 
unit  IS  more 
together  here,  and 
people  know^  how^  to 
relax  and  enjoy  themselves . 

W  hen  considering  a  location  for  a 
new^  plant  or  business,  don  t  cfose  your 
mind  to  Alabama.  Jjecause  a  closer 
look  at  us  could  broaden  your  mind . 
And  your  possibilities . 


"We  expected 

Shakespeare  to 

be  perjormea  witn  a 

Soutnem  accent!" 

Tim  Lanqati, 

Managing  Director 

1  he  AJacjaina  Shakespeare 

Festival,  Montgomery 
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m     a 


s     n 


W  k 


ere 


You  1      h     i     n     k 


more  inlorination,  contact  tne  tconomic  Jjevelopment  x^artnersnip  ol  Alabama:  x  .O.  XSox  26^1,  Jjirminenam,  Alabama  352qi-ooo];  2o5  25o-222D 
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By  Riva  Atlas 


Food,  drink  &  tobacco 

As  consumers'  brand  loyalties  weaken, 
these  companies  can  no  longer  afford 
to  be  fat  and  happy. 


Acquisition-hungiy  food  companies  continued  to  gobble 
up  foreign  businesses  in  1992.  Philip  Morris  won  a  $1.5 
billion  bidding  war  with  Hershey  Foods  for  Noi'wegian 
chocolatier  Freia  Marabou.  H.J.  Heinz,  Campbell  Soup, 
Sara  Lee  anci  ConAgra  all  made  acquisitions  in  Australia 
and  New  Zealand. 

That's  what  helped  the  industiy  stay  highly  profitable 
despite  the  U.S.  recession.  The  diversified  food  companies 
surxeyed  in  this  issue  had  a  median  12-month  return  on 
equity  of  15.4%.  But  while  food  companies  weathered 
hard  times  better  than  most  businesses,  U.S.  consumers 
have  adopted  some  new  buying  habits,  prompting  indus- 
try concern.  In  the  cigarette  industiy,  generic  or  discount 
brands  now  account  for  over  30%  of  the  market,  compared 


with  1%  only  ten  years  ago.  Generics'  market  share  could 
increase  another  ten  percentage  points  before  the  end  of 
the  decade,  says  David  Goldman,  an  Oppenheimer  &  Co. 
analyst.  Another  trend:  Up  to  8%  of  food  products  are 
bought  from  warehouse-style  discounters. 

"Fat-free"  foods  remain  a  growing  niche,  but  their 
popularity  has  prompted  the  goxernment  to  issue  specific 
guidelines  regulating  usage  of  the  term.  The  new  labeling 
requirements  take  effect  in  1994;  companies  are  expected 
to  start  implementing  them  this  year. 

The  trend  toward  healthy  products  has  also  haci  an 
impact  on  soft  drink  companies.  While  growth  for  the 
colas  has  been  flat,  "new  age"  drinks  ha\e  gained  ground. 
This  group,  which  includes  fruit-flavored  drinks  like  Snap- 


Food,  drink 
&  tobacco 


Company 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Return  on 
capital 
latest 


Earnings  per  share 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


Food  processors 

General  Mills 

Ralston  Purina 

Thorn  Apple  Valley 

Kellogg 

Wm  Wrigley  Jr 

Smithfield  Foods 
Gerber  Products 
HJ  Heinz 
CPC  International 
McCormick  &  Co 

Quaker  Oats 
Tyson  Foods 
Savannah  Foods 
Sara  Lee 
ConAgra 

Michael  Foods 
Valhi 
Lance 

Universal  Foods 
Hershey  Foods 

Dean  Foods 
JM  Smucker 
Unilever  NV 
Lancaster  Colony 
Pioneer  Hi-Bred  IntI 

Chiquita  Brands  IntI 
Campbell  Soup 

D-D;  Deficit  to  deficit,     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    P-Z:  Profit  to  zero.    Z-D:  Zero  to  deficit,    def:  Deficit, 
meaningful.    *  Four-year  average.    tTtiree-year  average.    Forfurttier  explanation,  see  page  95. 
Sources:  Forbes:  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


48.6 

36.2 

21.2 

31.6 

9.4 

7.5 

18.1 

5.4 

7,881 

513 

6.5 

38.1 

30.7 

15.4 

56.5 

6.3 

3.4 

2.5 

0.9 

7,585 

380 

5.0 

34.9 

36.6 

27.8 

15.9 

6.2 

-10.8 

NM 

8.1 

723 

20 

2.8 

32.8 

32.0 

28.1 

0.6 

11.3 

8.9 

12.1 

15.2 

5,215 

687 

11,1 

32.4 

31.6 

31.1 

0.0 

11.0 

11.2 

21.0 

15.9 

1,259 

147 

11.7 

32.3 

12.9 

10.3 

32.2 

NM 

-2.6 

22.6 

-51.6 

1,043 

15 

1.5 

27.9 

26.9 

22,1 

17,2 

7.0 

8,1 

45.9 

7.9 

1,308 

127 

9.7 

27.3 

21.8 

17.7 

6.3 

7.4 

0,9 

14.0 

-21.3 

6,546 

528 

7.9 

26.3 

23.8 

16.7 

25.4 

6.2 

3,1 

12.5 

17.9 

5,354 

429 

5.8 

24.4 

22.4 

15.5 

29.5 

7.6 

3,7 

33.1 

18.4 

1,449 

90 

5.2 

23.5* 

23.8 

14.5 

23.4 

7.4 

3.5 

10.9 

12.0 

5,715 

258 

4,7 

23.3 

19.4 

9.9 

33.8 

21.3 

5.3 

17.3 

10.5 

4,169 

151 

3,9 

22.8 

12.0 

9.4 

28.5 

13.2 

-7.8 

36.5 

-33.5 

1,127 

27 

2,4 

22.2 

18.8 

12.6 

14.7 

7.0 

10,5 

19.2 

-9.6 

13,719 

640 

4.7 

20.8 

14.9 

11.8 

44.4 

21.3 

5.2 

14.2 

8.1 

21,410 

376 

1.8 

20.2 

3.5 

3.9 

38.0 

27.9 

-1,6 

15.6 

-72.6 

445 

5 

1.4 

20.1 

def 

3.9 

45.1 

8.2 

500.0+ 

NM 

P-D 

799 

-4 

def 

19.7 

16.5 

14.9 

0.0 

4.6 

2.6 

4.1 

0.8 

458 

40 

8.7 

19.4 

14.1 

11.0 

33.4 

4.5 

5.9 

14.7 

-28.0 

883 

42 

4.7 

19.2 

17.0 

13.5 

14.6 

5.5 

11.3 

10.8 

23.7 

3,114 

235 

7.5 

18.7 

14.2 

11.4 

24.3 

10.5 

6.0 

10.7 

-17.3 

2,301 

60 

2.6 

18.6 

16.5 

15.7 

1.6 

11.6 

5.3 

13.2 

8.2 

489 

35 

7.1 

17.8 

15.6 

NA 

16,8 

11.8 

-1.6 

12.6 

7.5 

43,131 

NA 

NA 

17.2 

22.7 

18.0 

18.8 

4.7 

14.2 

11.2 

54.2 

576 

35 

6.2 

17.2 

22.4 

19.9 

7.3 

8.6 

12.2 

21.8 

45.5 

1,252 

152 

12.1 

16.9 

def 

def 

54.7 

7.6 

1.1 

18.0 

P-D 

4,574 

81 

def 

16.7 

27.2 

19.2 

22.9 

7.3 

4.1 

NM 

22.6 

5,412 

518 

8.1 

NA;  Not  available.    NE;  Negative  equity,    NM;  Not 
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stm 

smoking 


Claude  Owen, 
chairman  of 
DIbrell  Brothers 
Thanks  to  a 
timely  move 
abroad,  sales  of 
tobacco  leaf 
are  piling  up. 


Fewer  Americans  are 
smoking,  and  of  those  who 
still  do,  many  arc  buying 
cheaper,  generic  cigarettes. 
Also,  the  U.S.  exports 
only  20%  of  the  world's  leaf 
tobacco,  down  from  60% 
30  years  ago. 

Surprisingly,  that's 
good  news  for  Danville, 
Va. -based  Dibrell  Broth- 
ers ($1.1  billion  revenues), 
the  world's  second-larg- 
est tobacco  processor  in 
terms  of  volume.  Dibrell 
buys  raw  tobacco  from 
farmers  all  over  the  world 
and  processes  it  for  resale  to 
cigarette  mikers.  It 
doesn't  make  any  retail  to- 
bacco products  itself  and 
is  thus  neatly  positioned  to 
focus  its  marketing  wher- 
e\er  cigarette  demand  is. 

Wght  now  that  means 
ON'crseas.  A  hfgher  propor- 
tion of  Dibrell's  tobacco 
business  is  done  overseas 
than  any  of  its  competi- 


tors'. In  1992  over  65%  of 
its  $700  million  in  tobac- 
co sales  came  from  prod- 
ucts processed  and  grown 
in  about  1 5  foreign  nations. 
"Our  international  busi- 
ness today  is  larger  than  the 
whole  compauN'  was  in 
1989,"  says  Claude  Owen, 
Dibrell's  chairman. 

All  tobacco- related 
companies  haxe  shifted 
their  attention  awav  from 
the  U.S.  In  1987— the  only 
year  Dibrell  showed  a 
loss — it  took  a  charge 
against  earnings  as  it 
closed  three  of  its  five  U.S. 
facilities.  But  in  the  mid- 
1980s  it  also  bought  for- 
eign units  from  cigarette 
makers  looking  to  quit  the 
processing  business.  In 
1985  a  Dibrell  and  B.A.T 
Industries  joint  venture 
bought  out  Liggett  & 
Myers'  Brazilian  opera- 
tions. Dibrell  also  snatched 
up  RIR  Nabisco's  Brazil- 


ian operations  in  1990. 

As  a  result,  Dibrell  has 
a  dominant  position  in  the 
Brazilian  tobacco  leaf 
market,  currently  the 
world's  second-largest 
source  of  export,  after  the 
U.S.  Last  year  over  35% 
of  its  tobacco  revenues 
came  from  selling  Brazil- 
ian-processed tobacco. 

It's  also  cheaper  for  Di- 
brell to  buy  tobacco 
abroad.  It  pays  $1 .50  per 
kilo  for  Brazilian  tobacco 
versus  $3.80  in  the  U.S., 
says  analyst  Bany  Ziegler  of 
A.G.  Edwards  &  Sons. 

Dibrell  left  some  for- 
eign markets  when  it  real- 
ized that  smokers  world- 
wide preferred  the  lighter 
"American  blend"  over 
cigarettes  with  heax'ier  tar 
content.  In  1988  Dibrell 
left  markets  like  the  Do- 
minican Republic  and  In- 
donesia that  produce  high- 
er-tar tobacco. 


That  decision  has 
sened  Dibrell  well.  Ameri- 
can blend  cigarettes  have 
become  popular  with  East- 
ern Europeans  who  pre- 
viously were  stuck  with 
high-tar  brands.  And  the 
European  Community  is 
phasing  in  regulations 
beginning  this  month  lim- 
iting the  tar  content  of 
cigarettes  to  15  milligrams. 

Dibrell  continues  its 
search  for  new  and  cheaper 
tobacco  markets.  Next 
stop:  China,  where  tobacco 
leaf  costs  little  more  than 
half  what  it  does  in  Brazil. 

But  what  if  tobacco 
slows  worldwide.^  Owen 
can  always  sell  flowers. 
Dibrell  began  diversifying 
in  1987  by  acquiring 
Florimex,  an  importer/ex- 
porter of  fresh  cut  flow- 
ers. Flower  sales  for  the 
company  have  doubled  in 
the  last  four  years,  to  o\'er 
$360  million.       -R.A.  ^ 
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FOOD.  DRINK  &  TODACCO 


pic,  now  accounts  for  about  SI  billion  of  the  total  soft 
drink  market,  according  to  Thomas  Pirko,  president  of 
Bexmark,  Inc.,  a  consulting  firm.  The  popularity'  of  these 
products  has  cut  diet  colas'  growth  in  half,  to  3%  a  year. 
Cx)ke  and  Pepsi  are  fighting  back.  Each  company  has 
established  a  joint  \enture  to  roll  out  new  iced  tea 
products;  Pepsi  has  high  hopes  for  its  new  clear  Cnstal 
Pepsi  drink.  With  the  cola  giants'  marketing  muscle,  they 


should  be  able  to  regain  some  market  share. 

Tobacco  companies  got  some  relief  on  the  legal  front. 
Tobacco  stocks  rallied  in  June,  when  the  Supreme  (xuirt 
finally  ruled  on  the  Cipollone  v.  Liggett  Group  suit.  The 
court's  decision  appears  to  uphold  consumers'  rights  to 
sue  based  on  frauci  or  intentional  misrepresentation  but 
held  that  labels  on  packages  would  preempt  suits  based  on 
insufficient  warning..  ■■ 


Food,  drink 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

&  tobacco 

^^^^^^^^H 

^^^^^M 

^^^^^^H 

^^^^^^^^H 

■^^^■■^H 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Geo  A  Hormel 

16.4 

15.4 

14.3 

1.2 

6.8 

-4.1 

17.7 

3.5 

2,733 

90 

3.3 

Pilgrim's  Pride 

15.3 

def 

def 

47.7 

17.3 

5.4 

NM 

P-D 

813 

-14 

def 

Dole 

14.9 

11.2 

6.5 

39.1 

14.1 

3.8 

22.4 

-6.2 

3,312 

117 
34 

3.5 
3.8 

Flowers  Industries 

14.8 

15.8 

11.8 

27.7 

2.6 

8.4 

NM 

43.5 

898 

Borden 

14.3 

def 

def 

44.7 

7.0 

-1.7 

6.9 

P-D 

7,164 

-196 

def 

Archer  Daniels 

14.1 

12.0 

9.5 

23.5 

8.9 

7.2 

12.8 

4.3 

9,312 

504 

5.4 

Seaboard 

12.5 

11.2 

8.9 

22.3 

17.5 

33.7 

19.6 

45.3 

1,006 

27 

2.7 

Imperial  Holly 

11.8 

def 

def 

30.0 

26.7 

-9.1 

NM 

P-D 

646 
531 

-11 
8 

def 
1.4 

WLR  Foods 

11.2 

7.0 

6.1 

24.5 

7.5 

7.8 

NM 

-6.5 

IntI  Multifoods 

10.9 

12.5 

9.8 

27.0 

9.9 

2.8 

NM 

7.0 

2,277 

40 

1.7 

Curtice  Burns  Foods 

8.1 

6.2 

5.4 

65.7 

8.1 

-3.1 

-19.2 

127.3 

897 

6 

0.7 

Hudson  Foods 

7.7 

1.6 

3.0 

35.1 

12.9 

5.7 

-22.0 

-74.1 

809 

2 

0.3 

IBP 

American  Maize 

5.8* 
5.4 

11.8 

8.5 

47.6  ■ 

8.8 
NM 

4.1 
5.5 

NM 
NM 

500.0+ 

10,875 

57 

0.5 
2.6 

9.0 

7.9 

31.9 

103.7 

549 

14 

ERLY  Industries 

def 

def 

def 

89.9 

22.1 

1.4 

NM 

D-D 

352 

-7 

def 

Interstate  Bakeries 

NA 

def 

11.3 

47.2 

8.7 

4.0 

NM 

D-P 

1.156 

33 

2.9 

Pet 
Medians 

NA 
18.7 

20.1 
15.2 

11.9 

51.4 

6.5 

-4,6 

NA 

NA 

1,776 

105 

5.9 
3.5 

11.4 

28.1 

8.2 

4.1 

12.1 

7.0 

1,379 

42 

Beverages 

Coca-Cola 

43.4 

42.3 

33.9 

17.1 

10.4 

13.0 

17.3 

21.0 

12,709 

1,863 

14.7 

PepsiCo 

26.1 

23.5 

11.9 

51.3 

16.0 

11.7 

19.1 

22.2 

21,357 

1,321 

6.2 

Anheuser-Busch  Cos 

23.3 

20.6 

13.1 

24.2 

7.8 

2.9 

13.7 

10.3 

11,332 

1,018 

9.0 

Brown-Forman 

22.7 

21.0 

16.7 

11.9 

2.4 

12.4 

12.3 

5.0 

1,339 

152 

11.4 

Seagram 

13.4 

11.0 

8.7 

28.3 

18.0 

2.7 

12.3 

0.4 

5,245 

709 

13.5 

Adolph  Coors 

2.9 

1.9 

1.4 

14.7 

8.9 

3.5 

-17.4 

-29.5 

1,952 

21 

1.1 

Coca-Cola  Enterprises 

1.7 

def 

0.9 

67.7 

12.8 

18.8 

NM 

P-D 

4,796 

-117 

def 

Coca-Cola  Bottling 

def 

0.5 

3.4 

70.3 

4.7 

34.4 

NM 

D-P 

607 

5 

0.8 

Whitman 

NA 

12.3 

9.4 

55.3 

10.3 

2.5 

37.4 

-23.2 

2,421 

57 

2.4 

Medians 
Tobacco 

18.0 

12.3 

9.4 

28.3 

10.3 

11.7 

12.3 

5.0 

4,796 

152 

6.2 

USTInc 

44.8 

58.7 

56.0 

0.0 

11.0 

14.0 

20.6 

19.6 

979 

299 

30.5 

Philip  Morris  Cos 

34.8 

36.3 

19.6 

52.3 

20.8 

12.8 

23.7 

13.3 

49,235 

4,510 

9.2 

Dibrell  Brothers 

25.2 

30.2 

13.6 

58.9 

26.3 

5.4 

24.1 

40.5 

1,118 

33 

3.0 

American  Brands 

21.7 

20.7 

14.2 

32.3 

9.9 

1.6 

16.7 

44.6 

8,777 

867 

9.9 

Hanson 

18.2 

12.8 

8.8 

40.8 

13.3 

6.3 

16.1 

-1.2 

14,616 

1,493 

10.2 

Std  Commercial 

8.3 

17.7 

11.5 

33.8 

12.7 

9.0 

NM 

57,1 

1,226 

24 

2.0 

Culbro 

3.6 

4.7 

5.5 

50.8 

2.7 

4.5 

-41.6 

D-P 

1,035 

6 

0.6 

Brooke  Group 

def 

NE 

def 

500.0+ 

41.5 

-13.0 

NM 

D-D 

923 

-159 

def 

RJR  Nabisco 

NA 

10.5 

7.2 

51.4 

5.3 

6.3 

NA 

160.9 

15,623 

766 

4.9 

Universal 

NA 

26.6 

17.9 

36.4 

11.8 

5.9 

17.7 

9.7 

3,120 

74 

2.4 

Medians 

20.0 

19.2 

12.5 

45.8 

12.2 

6.1 

16.7 

30.0 

2,173 

187 

3.9 

Industry  medians 

18.7 

15.4 

11.4 

31.6 

8.9 

5.3 

12.5 

8.0 

1,952 

59 

3.7 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1.383 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to  deficit.    P-Z: 

Profit  to  zer{ 

3.    Z-D:  Zero  to  deficit,    cl 

ef:  Deficit. 

NA:  Not  availal 

3le.    NE:  N( 

!gative  equity. 

NM:  Not 

meaningful.    'Four-year  average.    1 

Three-year  average.    For  further  explanat 

on, see  page 

95. 

Sources:  Forbes:  Value  Line  Data  Bat 

>e  Service  via 

Lotus  One  Source. 
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How 'Die  B\NK  Of  BosTOSi 

TtjRNED  ANACCMP  RCHE  INTO 

A$50Q000S^5/INGS. 


Managing  costs  in  a  tough 
economy  is  a  way  of  business  at 
Bank  of  Boston,  a  $32  billion  retail 
bank  with  offices  worldwide. 

Inundated  by  an  expensive  tidal 
wave  of  paper,  the  bank  invited  us 
to  tackle  the  problem. 

They  challenged  us  to  develop 
an  information  storage  and  retrieval 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6" 
sheet  of  microfilm  that  holds  up 
to  700  pages  of  information.  In 
most  cases,  fiche  can  be  retrieved 
and  used  more  quickly  than 
competing  media  such  as  mag- 
netic tape  and  optical  disc.  Most 
important,  savings  in  the  cost  of 
paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the  most  cost- 
effective  way  to  store  and_ 
retrieve 
data. 


system  that  would  meet  the 

following  criteria: 
>^  Demonstrate  significant  and 
measurable  savings. 
>^  Be  the  most  cost-effective 
solution  and  work  in  conjunction 
with  emerging  technologies. 
>^  Improve  customer  service 
and  enhance  graphic  replication 
of  reports  and  statements. 
-^  Satisfy  "total"  bank  needs, 
not  merely  selected  applications 
and  locations. 
>^  Gain  the  enthusiastic 
endorsement  of  all  user  groups 
within  the  bank. 
>i^  Stop  the  flood  of  paper! 
Our  winning  recommendation, 

encompassing  Anacomp's  unique 

micrographic  hardware,  software 


and  service  solutions,  met  and 
exceeded  all  of  the  criteria.  The 
Bank  of  Boston  saw  improvement 
in  information  distribution,  storage 
and  retrieval  and  achieved  a  cost 
savings  in  manpower,  space  and 
paper  that  exceeded  $500,000  in 
the  first  year. 

Michael  Simmons,  EVP  with 
the  Bank  of  Boston,  suggested 
'Anacomp  should  bottie  its  solution 
and  make  it  widely  available."  That's 
why  we  decided  to  run  this  ad;  we 
listen  to  our  custciners. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  E  Lang 
Lowrey  SVI^  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Adanta,  GA 
30305,  or  caU  (404)262-2667. 


labuiii 

The  Image  Of  The  Future      ^ 


US 
ACOMP 
YOUR 
COMPANY 
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Forest  products  &  packaging 

In  1992  the  lumber  business  was  great 
while  the  paper  business  was  terrible. 
Expect  more  of  the  same  this  year. 


By  Linda  Killian 


Lumber  companies  had  a  booming  year  in  1992  and 
should  do  e\  en  better  this  year.  Drixing  up  wood  prices  by 
an  a\ erage  20%  last  year  were  a  modest  improxement  in 
housing,  the  rebuilding  effort  after  Hurricane  Andrew, 
and  tighter  federal  restrictions  on  timber  cutting. 

About  half  of  this  countrx's  timber  for  wood  products 
comes  from  the  Pacific  Northwest,  and  half  of  that  supply 
is  on  federal  lands,  which  became  largely  una\ailable  for 


logging  in  the  past  year  because  of  the  spotted  owl 
controversy.  Under  the  Clinton  Administration  e\en 
tighter  restrictions  are  likely.  Companies  like  Willamette 
Industries,  Weyerhaeuser  and  Louisiana-Pacific  that  have 
their  own  ample  timber  supplies  will  benefit  from  the 
shortage.  James  River  and  many  other  smaller  outfits  that 
depend  on  federal  timber  will  be  hurt. 

Meanwhile,  the  paper  industr)'  continued  in  the  dol- 


Forest  products 
&  packaging 


Profitability 


Return  on  equity 


Company 


Paper  &  lumber 

PH  Glatfelter 
Federal  Paper  Board 
Consolidated  Papers 
Willamette  Inds 
Union  Camp 

Albany  International 
Westvaco 
Potlatch 

International  Paper 
Pope  &  Talbot 

Georgia-Pacific 
Bowater 
Chesapeake 
Mead 

Louisiana-Pacific 
Champion  IntI 
Weyerhaeuser 
Boise  Cascade 

Medians 

Packaging 

Bemis 

Sonoco  Products 
Longview  Fibre 
Temple-Inland 
Stone  Container 

Crown  Cork  &  Seal 
Ball  Corp 
St  Joe  Paper 
Sealed  Air 
Gaylord  Container 
Owens-Illinois 

Medians 

Industry  medians 

All-industry  medians 


5-year 
average 


23.2 
19.6 
17.0 
15.5 
13.3 

12.8 
12.8 
12.5 
12.2 
12.0 

11.8 
11.1 
10.2 
9.6 
9.6 
7.2 
6.4 
5.8 

12.1 


18.0 
18.0 
15.9 
15.7 

14.4 

13.9 

10.8 

6.9 

4.4 
def 
NA 


latest 
12mos 


14.0 
7.9 
6.5 
8.1 
2.5 

2.5 
8.9 
9.2 
6.3 
def 

def 
def 
5.6 
1.9 
11.0 
1.0 
0.8 
def 

4.0 


17.6 

18.6 

7.8 

9.4 

def 

13.9 

10.1 

3.2 

NE 

NE 

37.2 


Return  on 
capital 
latest 
12mos 

% 


11.9 
5.6 
4.7 
6.4 
2.9 

3.1 
6.2 
5.9 
4.9 
def 

2.9 
def 
5.1 
2.8 
8.7 
2.2 
2.3 
def 

3.9 


13.2 

13.7 

5.6 

6.3 

1.8 

9.7 
7.9 
3.4 

22.5 
def 

12.5 


0.0 
45.1 
17.8 
38.1 
37.1 

44.9 
29.9 
34.3 

29.0 
35.8 

54.7 
35.3 
45.1 
42.4 
18.3 
40.4 
50.8 
45.8 

37.6 


24.6 
26.2 
43.6 
35.7 
69.4 

22.5 

28.8 

3.3 

129.6 

115.2 

83.1 


Growth 


5-year 
average 

% 


14.3 
9.2 
6.6 

10.6 
7.5 

10.8 
5.8 
5.9 

18.4 
10.3 

10.7 
6.1 
7.3 
6.4 
4.9 
2.1 
2.9 
1.7 

7.0 


5.8 
10.8 

5.9 
12.0 
22.0 

18.9 
14.2 

2.1 
14.6 

8.3 
•  7.9 


Earnings  per  share 


latest 
12mos 


-5.5 
-3.0 
-2.9 
20.7 
4.4 

-0.5 

-0.8 

6.8 

5.2 

0.1 

-0.5 
8.0 
5.2 
0.9 

23.9 
1.7 
4.1 

-5.7 

1.3 


1.4 
7.2 
3.2 
6.9 
1.4 

-0.7 
7.8 
4.1 
5.3 

-0.1 
1.3 


5-year 
average 

% 


15.9 

14.1 

NM 

NM 

NM 

-15.0 
6.0 
NM 
6.8 

NM 

NM 
NM 
NM 
NM 
NM 
NM 
NM 
NM 

NM 


17.9 

6.9 

-9.9 

15.4 

NM 

11.2 

NM 

-19.7 

-11.7 

NM 

NM 


14.2 

9.4 

7.9 

35.7 

10.8 

3.2 

-11.7 

12.3 

6.3 

5.1 

37.1 

7.9 

1.7 

NM 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

latest 
12mos 


-21.1 
-30.5 
-37.8 
88.1 
-69.7 

-14.3 

8.0 

89.5 

0.0 

P-D 

P-D 

P-D 

56.4 

D-P 

233.8 

18.8 

-86.9 

D-D 

-17.7 


16.3 

7.6 

26.7 

-11.5 

D-D 

21.7 

2.7 

13.0 

28.4 

D-D 

D-P 

13.0 

2.7 

7.6 


D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P;  Zero  to  profit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity. 
meaningful.    'Four-year  average,    tlhree-year  average.    For  further  explanation,  see  page  95.    Sources:  Forbes:  Value  Line  Data  Base  Service  via  Lotus  One  Source. 
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Net 

Profit 

Sales 

income 

margin 

latest 

latest 

latest 

12mos 

12mos 

12mos 

$mil 

$mil 

% 

552 

63 

11.4 

1,417 

72 

5.1 

876 

62 

7.1 

2.319 

84 

3.6 

3,066 

48 

1.6 
1.1 

565 

6 

2,327 

151 

6.5 

1,307 

85 

6.5 

13,415 

384 

2.9 

516 

-14 

def 

11.729 

-99 

def 

1,421 

-70 

def 

879 

19 

2.1 

4,663 

29 

0.6 

2,061 

145 

7.0 

4,904 

63 

1.3 

9,011 

30 

0.3 

3,774 

-139 

def 

2,190 

55 

1.9 

1,170 

59 

5.0 

1,800 

105 

5.8 

676 

30 

4,4 

2,655 

145 

5.5 

5,547 

-132 

def 

3,753 

151 

4.0 

2,190 

67 

3.0 

598 

27 

4.5 

449 

20 

4.5 

723 

-133 

def 

3,657 

109 

3.0 

1,800 

59 

4.4 

2,061 

59 

3.0 

1.383 

43 

3.0 

)le.    NE:  Negative  equity. 

NM:  Not 

Lotus  One  Source. 
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drums,  owing  to  overcapacity  and  a  recession-tempered 
demand  from  businesses.  Tiie  continued  proliferation  of 
electronic  mail  and  other  paper  substitutes  may  be  haxing 
an  impact  as  well. 

Outfits  like  Boise  Cascade  and  Georgia-Pacific,  which 
have  a  big  exposure  to  business  paper,  suffered.  Newsprint 
producers  Bowater  and  Stone  Container  were  hurt  by  the 
slump  in  newspaper  advertising. 

Papermakers  are  also  under  the  gun  from  new  enx'iron- 
mental  regulations — ranging  from  rules  on  factoiy  ef- 
fluents and  emissions  to  the  amount  of  wastepaper  they 
must  recycle.  Meanwhile,  mounting  pressure  for  manufac- 


turers to  use  less  packaging  for  consumer  goods  could  cut 
into  demand  for  paper  products. 

How  about  packaging.'  Demand  for  plastic  and  alumi- 
num cans  continued  to  grow,  thanks  to  their  relatixeh'  low- 
cost  and  greater  ease  in  handling  and  shipping.  Glass 
containers  ha\'e  been  in  a  downward  spiral  for  the  past 
decade,  a  trend  that  won't  change  drastically  this  year. 

C>rown  C^ork  &  Seal  continued  to  gobble  up  ri\al 
packaging  firms.  Last  year  it  acc]uired  S500  million  (sales) 
Constat  International,  which  just  introduced  a  12-ounce 
plastic  soft  drink  container.  If  this  bottle  catches  on,  glass 
containers  stand  to  lose  even  more  market  share.  ^M 


No  missed  meals 

On  the  wall  in  Hariy 
Merlo's  office  hangs  an 
Italian  saying  that  used  to 
grace  the  wall  of  his  moth- 
er's rooming  house  in 
northern  California — "Chi 
non  lavora  non  de\'e 
mangiare" — If  you  don't 
work,  you  cion't  eat. 

Merlo,  the  chairman  of 
Louisiana-Pacific,  hasn't 
had  to  woriy  about  miss- 
ing a  meal  recently.  The 
company  just  had  its  best 
third  quarter  c\er.  Estimat- 
ed sales  and  earnings  for 
1992:  $2  billion  and  $180 
million,  respecti\'ely,  with 
a  return  on  capital  of  8.7%. 

Merlo,  67,  who  began 
working  in  a  northern  Cali- 
fornia lumben,'ard  at  15, 
believes  in  keeping  costs 
down  and  having  a  small, 
focused  management  staff. 
The  company  has  only 
two  vice  presidents  and  can 
fit  its  entire  corporate 
staff  of  fewer  than  40  em- 
ployees on  one  floor  of  a 
Portland  office  tower. 

Nor  has  Merlo  forgot- 
ten what  it's  like  to  work  in 
a  lumber  ntill.  To  keep  in 
touch  with  what's  on  the 
minds  of  his  12,500  em- 
ployees, Merlo  makes  fre- 
quent visits  to  his  118 
plants.  "They  all  call  me 
Harr\',"  he  says.  "There's 
no  Mr.  Merlo." 

Under  Merlo,  LP  has  a 
commanding  40%  market 
share  in  building  prod- 


ucts it  developed  made 
from  wood  chips  and  res- 
in. The  chips  come  from 
plentiful,  younger  trees 
that  most  companies  con- 
sider waste  timber.  By 
ax'oiding  the  cutting  of  old- 
er timber,  Merlo  has  been 
able  to  duck  the  barbs  of 
environmentalists. 

LP's  Inner-Seal  brand 
is  cheaper  to  produce  than 
pl^avood  but  is  used  in 
many  of  the  same  applica- 
tions. It  accounts  for  half 
of  L-p's  earnings.  So  strong 
is  demand  that  the  com- 
pany has  two  new  plants 
scheduled  to  open  early 
this  year. 

New  products.^  L-p  has 
spent  $50  million  develop- 
ing FiberBond,  a  new 
competitor  to  wallboard, 
the  construction  material 
with  gypsum  in  the  middle 
and  paper  on  each  side. 
FiberBond  mi.xes  gypsum 
and  recycled  newspaper 
together.  Merlo  says  it's 
more  \'ersatile  and  stron- 
ger than  wallboard  for 
about  the  same  price. 

On  the  en\'ironmental 
front,  LP  has  been  cited  by 
federal  regulators  for  var- 
ious environmental  \iola- 
tions  and  is  facing  se\eral 
federal  investigations  over 
emissions  problems  at 
plants  in  Colorado  and 
Alaska.  Merlo  says  envi- 
ronmental compliance  is 
LP's  biggest  challenge 
and  will  take  se>'eral  )'ears  to 
achieve.  -L.K.    ^M 


Louisiana-Pacific  Chairman  Harry  Merlo  with  Inner-Seal  panels 
Using  "noncontroversial  timber"  to  mai<e  a  profitable  product. 
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Health  care  companies  are  scrambling 

to  control  the  costs  of  their  products  and  services- 

before  Washington  does  it  for  them. 


By  Reed  Abelson 


The  specter  of  health  care  reform  ga\e  in\estors  the  chills 
in  1992,  and  health  stocks  swooned.  By  Noxember  hospi- 
tal, medical  de\ice  and  drug  stocks  had  fallen  roughly  20% 
from  their  levels  at  the  beginning  of  the  year.  Biotechnolo- 
gy stocks  dropped  by  nearly  a  third.  Only  the  health 
maintenance  organization  stocks  beat  the  market;  the 
soothsayers  thought  they  might  benefit  from  federal 
action  on  costs.  No  one  knows  exactly  w hat  Clinton  and 
Congress  plan  to  do,  despite  the  heated  campaign  rheto- 
ric. But  this  much  seems  clear:  Politicians  smell  \otes  in 
seeming  to  be  doing  something  about  health  care  costs 
e\en  if  their  action  makes  matters  worse. 

To  keep  the  bureaucrats  at  bay,  se\en  pharmaceutical 
houses  ha\e  already  promised  to  keep  future  price  hikes  in 
line  with  inflation.  Drug  prices  rose  only  6%  during  the  12- 
month  period  ended  in  October,  the  lowest  jump  in  15 


years.  E\en  w  ith  this  price  restraint,  Ronald  Nordmann,  an 
analyst  with  PaineWebber,  thinks  that  firms  like  Merck, 
Pfizer,  Bristol-Myers  Squibb  and  Schering-Plough  will 
continue  to  prosper.  These  firms  ha\  e  significant  interna- 
tional sales,  strong  unit  growth  and  strong  research  and 
development  pipelines. 

Drug  companies  are  already  busy  restructuring.  Kli 
Lilly,  for  example,  reported  its  first  loss  since  going  public 
more  than  40  >'ears'  ago,  taking  a  $520  million  pretax 
charge  last  fall.  Another  growing  trend  is  the  pooling  of 
resources  b\'  drug  companies.  Marion  Merrell  Dow  and 
SmithKline  Beecham,  for  instance,  teamed  up  on  an  over- 
the-counter  drug  \enture. 

One  plus  for  drugmakers  last  year:  the  passage  of 
legislation  allowing  the  Food  &:  Drug  Administration  to 
charge  user  fees  so  that  the  auiencx  can  art^()rd  to  hire  600 


Learning  to  roll 
with  the  punches 

Back  in  the  early  1980s 
Schering-Plough  Corp. 
could  have  easih'  found 
itself  knocked  out  cold. 
When  Robert  Luciano, 
its  chairman  and  chief  exec- 
utive, took  oxer  in  1982, 
the  company  had  been 
caught  oft"  guard  after  los- 
ing patent  protection  on 
one  of  its  key  drugs,  the 
S250  million  antibiotic 
Garamycin. 

Under  the  direction  of 
Luciano,  the  Madison,  N.J. 
firm  has  become  a  much 
trimmer,  more  focused 
company.  Oxer  the  last 
ten  years  Luciano  cut  the 
pavroll  bv  more  than 
20%.  Each  of  its  20,000 
employees  now  produces 
almost  three  times  as  much 
revenue  as  a  decade  ago. 
And  the  company  has  got- 
ten rid  of  some  of  its  non- 
core  businesses  like  May- 
belline  cosmetics. 

Schering  has  xxorked 


Chairman  Robert  Luciano 

He  mended  Schering-Plough. 


hard  to  oxercome  its  xxcak- 
ness  in  research.  It  x\as 
among  the  first  to  see  the 
potential  of  biotechnolo- 
gy. Noxx-  Schering  has  a 
knockout  drug:  Intron  A, 
a  genetically  engineered 
treatment  for  chronic 
hepatitis  B  and  other  dis- 
eases. Already  approxed 


in  62  countries,  it  receixed 
the  okay  for  treatment  of 
hepatitis  B  from  the  Fii\  last 
summer.  Neil  Sxxeig,  a 
pharmaceutical  analyst  for 
Capital  Institutional  Ser- 
x'ices,  thinks  rexcnues  from 
Intron  A  will  top  S450 
million  in  1992,  making  it 
Schering's  bestselling 
product.  Sales  could  dou- 
ble by  1996. 

The  company  got  its 
hands  on  Intron  A  through 
an  ec]uity  position  in  Bio- 
gen,  a  biotechnology  com- 
pany. It  initially  licensed 
Proxentil,  its  S400  million 
anti-asthma  drug,  from 
Glaxo.  And  Schering  re- 
cently teamed  with  (~!ar- 
ter-Wallace  to  market  a 
promising  new  epilepsy 
treatment  oxerseas. 

Luciano  has  been 
quick  to  see  the  importance 
of  becoming  an  interna- 
tional player.  Six  years  ago 
he  targeted  sexen  big  for- 
eign markets,  then  ac- 
counting for  about  half 
the  company's  internation- 


al sales.  Today  those  mar- 
kets make  up  almost  two- 
thirds  of  Schering's  near- 
ly S2  billion  in  oxerseas 
rexenue.  Foreign  sales  are 
noxx  driving  Schering's 
groxxth. 

The  need  to  xx  restle  ev- 
ery ounce  of  profit  from  its 
products  has  made  Scher- 
ing the  most  skilled  drug 
company  in  sxx  itching 
prescription  drugs  to  the 
oxer-the-counter  market. 
It  has  completed  more  than 
double  the  number  of 
sxxitches  than  has  any  rixal. 
Luciano  has  also  inxested 
heax ily  to  improxe  Scher- 
ing's  oxxn  research  and 
dexelopment  pipeline.  The 
company  spent  some  S3 
billion  on  ii^ci)  oxer  the  last 
ten  years. 

Luciano  must  be  doing 
something  right:  In  ten 
years  Schering's  net  mar- 
gins haxe  jumped  from  1 1% 
to  18%.  In  the  tough  en- 
xironment  ahead,  Schering 
can  take — and  gixe — a 
pounding.  -R.A.  ^M 
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Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Return  on 

Sales,  ^m 

^ 

Earnings 

per  share 

^■M'j^iiV-t 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average 

12mos 

12mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Drugs 

American  Home  Prods 

61.1 

45.8 

41.7 

8.8 

4.7 

11.7 

10.7t 

13.0 

7,680 

1,503 

19.6 

Merck 

52.6 

48.7 

39.0 

8.8 

15.4 

11.8 

27.4 

17.9 

9,375 

2,397 

25.6 

Syntex 

50.8 

47.1 

37.5 

15.3 

12.9 

14.8 

15.0 

11.1 

2,085 

472 

22.7 

Marion  Merrell  Dow 

39.4 

39.9 

37.8 

4.7 

39.0 

21.7 

19.4 

20.5 

3,296 

678 

20.6 

Abbott  Laboratories 

36.7 

37.7 

32.9 

2.8 

12.3 

14.0 

17.0 

15.4 

7,642 

1,205 

15.8 

Glaxo  Holdings 

33.3 

35.3 

31.8 

3.2 

20.9 

43.0 

17.9 

39.6 

7,782 

1,915 

24.6 

Warner-Lambert 

30.5 

17.8 

13.4 

23.4 

10.2 

9.9 

NM 

-61.6 

5,460 

209 

3.8 

Bristol-Myers  Squibb 

30.2 

37.0 

35.3 

1.4 

10.9 

6.8 

19.0 

8.7 

11,703 

2,135 

18.3 

Schering-Plough 

29.1 

52.0 

30.9 

10.0 

8.1 

10.6 

22.5 

20.5 

3,927 

701 

17.9 

Eli  Lilly 

28.9 

15.7 

14.4 

3.9 

9.7 

8.7 

18.5 

-35.4 

6,085 

828 

13.6 

Rhone-Poutenc  Rorer 

22.4 

37.0 

18.2 

34.7 

37.4 

5.5 

10.1 

-10.4 

4,028 

378 

9.4 

Upjohn 

21.1 

24.3 

19.7 

9.9 

7.8 

8.4 

13.7 

6.6 

3,589 

548 

15.3 

Pfizer 

16.3 

15.5 

14.2 

9.8 

9.1 

3.6 

2.2 

-8.9 

7,133 

797 

11.2 

Bergen  Brunswig 

15.5 

14.3 

10.0 

35.3 

9.3 

4.3 

18.7 

7.7 

5,048 

61 

1.2 

Cardinal  Distribution 

14.9 

13.7 

9.5 

44.3 

23.2 

38.4 

18.6 

36.5 

1,893 

30 

1.6 

American  Cyanamid 

14.7 

15.0 

13.5 

13.3 

4.9 

4.1 

10.1 

14.2 

5,189 

389 

7.5 

Bindley  Western  Inds 

12.6 

11.5 

9.4 

1.3 

26.6 

21.7 

25.4 

-11.1 

2,778 

13 

0.5 

Imcera  Group 

10.4 

11.0 

9.7 

22.2 

NM 

6.0 

38.6 

26,4 

1,738 

130 

7.5 

McKesson 

8.7 

4.3 

5.8 

27.7 

8.1 

22.5 

-15.9 

-66.8 

11,226 

38 

0.3 

National  Intergroup 

def 

2.1 

5.4 

16.4 

-4.7 

16.3 

NM 

50.0 

4,016 

14 

0.3 

ICN  Pharmaceuticals 

def 

def 

14.5 

52.6 

33.2 

66.5 

NM 

D-D 

601 

0 

0.1 

Perrigo 

NA 

28.6 

20.1 

22.5 

23.9 

53.3 

NM 

67.9 

466 

33 

7.0 

Medians 

22.4 

21.0 

16.3 

11.7 

10.5 

11.8 

16.0 

12.1 

4,538 

431 

10.3 

Health  care  services 

us  Healthcare 

37.4 

52,0 

52.9 

0.0 

27.3 

29.5 

NM 

32.4 

2,017 

184 

9.1 

PacifiCare  Health 

35.0 

40.6 

44.1 

8.5 

41.4 

35.7 

66.1 

61.8 

1,686 

44 

2.6 

United  HealthCare 

31.2 

30.1 

31.4 

0.6 

24.3 

74.2 

NM 

45.2 

1,290 

103 

8.0 

National  Health  Labs 

28.2 

36.8 

35.7 

23.6 

23.9 

20.7 

33.6 

24.2 

695 

118 

17.0 

FHP  International 

27.1 

11.1 

10.3 

6.9 

34.9 

21.9 

30.1 

-19.0 

1,666 

33 

2.0 

Manor  Care 

17.2 

26.1 

12.6 

47.3 

13.5 

10.7 

40.4t 

108.9 

936 

72 

7.7 

Medical  Care  America 

15.9t 

10.8 

11.9 

29.0 

40.7* 

NA 

NA 

NA 

613 

51 

8.3 

Humana 

15.5 

3.5 

4.1 

25.0 

10.7 

-31.1 

-10.1 

-80.1 

4,043 

71 

1.8 

National  Medical 

15.5 

6.6 

5.2 

35.7 

6.5 

1.1 

16.0 

-62.6 

3,939 

112 

2.8 

Continental  Medical 

13.1 

13.3 

12.5 

35.9 

60.4 

73.5 

52.2 

40.5 

722 

28 

3.9 

Universal  Health 

7.7 

10.3 

8.9 

34.2 

8.2 

0.2 

18.3 

2.2 

724 

19 

2.7 

Summit  Health 

6.7 

15.5 

10.0 

29.9 

3.5 

15.4 

NM 

69.2 

468 

14 

3.1 

American  Medical 

3.7t 

19.3 

14.1 

62.8 

-4.5 

-12.1 

NM 

D-P 

2,238 

110 

4.9 

Lifetime 

2.1 

def 

def 

52.5 

52.2 

10.8 

NM 

P-D 

858 

-38 

def 

Beverly  Enterprises 

def 

6.5 

6.5 

52.7 

2.1 

12.4 

NM 

48.5 

2,518 

39 

1.6 

Foundation  Health 

NE 

32.2 

33.5 

1.4 

46.1 

17.3 

NM 

30.1 

1,165 

49 

4.2 

Columbia  Hospital 

NA 

15.5 

12.5 

68.5 

NA 

56.0 

NA 

10.0 

714 

20 

2.8 

Health  Care  &  Retire 

NA 

NA 

8.3 

38.4 

8.5* 

2.5 

NA 

NA 

485 

24 

4.9 

HealthTrust 

NA 

23.8 

10.5 

59.8 

7.8* 

11.8 

NA 

58.5 

2,265 

108 

4.8 

Hillhaven 

NA 

def 

def 

85.4 

6.6 

-1.9 

NA 

P-D 

1,230 

-70 

def 

OrNda  HealthCorp 

NA 

def 

def 

72.5 

NM 

8.9 

NA 

P-D 

509 

-69 

def 

Medians 

15.5 

14.4 

10.5 

35.7 

12.1 

12.1 

-10.1 

30.1 

1,165 

44 

3.1 

Medical  supplies 

Johnson  &  Johnson 

29.0 

28.7 

23.8 

17.8 

12.0 

10,8 

29.2 

15.7 

13,398 

1,627 

12.1 

US  Surgical 

26.3 

34.4 

22.8 

37.1 

30.6 

48.1 

36.2 

59.6 

1,118 

130 

11.6 

Medtronic 

22.4 

22.0 

21.4 

0.9 

17.8 

18.0 

14.6 

22.4 

1,242 

171 

13.8 

VWR 

20.7 

22.7 

13.6 

52.8 

11.5 

9.9 

NM 

25.2 

478 

9 

1.9 

Hillenbrand  Inds 
Pall 

20.3 
18.3 

22.0 

18.1 

24.7 

13.5 

19.0 

12.4 

31.4 

1,376 

107 

7.8 

18.5 

16.5 

9.2 

13.0 

4.3 

11.6 

12.0 

685 

90 

13.2 

CR  Bard 

18.0 

19.0 

16.8 

15.1 

8.9 

13.4 

NM 

32.3 

960 

69 

7.2 

Corning 

16.3 

16.9 

13.3 

24.6 

12.1 

15,4 

12.1 

13.2 

3,699 

342 

9.2 

Becton  Dickinson 

16.1 

14.1 

10.3 

27.6 

8.4 

8,9 

7.3 

6.0 

2,365 

201 

8.5 

Bausch  &  Lomb 

15.2 

12.2 

11.1 

18.1 

17.2 

12.9 

6.4 

-29.3 

1,668 

101 

6.1 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to 

jeficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    d 

ef:  Deficit. 

NA:  Not  availat 

)le.    NE:  N( 

;gative  equity. 

NM:  Not 

meaningful.    *  Four-year  average. 

Three-year  average.    For  'l' 

rther  explanati 

on,  see  page 

95.     Sources 

Forbes:  Val 

ue  Line  Data  Base  Service  via 

Lotus  One  S 

>ource. 
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additional  workers  to  help  speed  up  the  appro\al  of  new 
drugs.  This  proeess  now  takes  an  axerage  of  30  months — 
and  eveiT  month  that  a  drug  is  held  up  can  cost  a 
manutacturer  about  SIO  million  in  rexenues. 

Hospitals,  which  now  account  for  39%  of  the  health  care 
bill,  continue  to  feel  pressure.  Their  stocks  are  trading  at  a 
30%  discount  to  the  market.  Meanwhile,  the  companies 
that  supply  the  hospitals  are  seeing  more  consolidation.  In 
September,  for  example,  Bergen  Brunswig  snatched  Durr- 
Fillauer  Medical  from  the  jaws  of  Cardinal  Distribution. 

The  health  maintenance  area  continues  to  grow.  Enroll- 
ment in  HMOS  has  more  than  quadrupled  since  the  earh' 
1980s,  to  39  million.  Humana,  which  owns  and  operates 


77  hospitals  and  has  1.7  million  health  plan  members, 
intends  to  split  its  hospital  and  its  HMO  operations. 

Many  companies  in  the  health  sector  ha\e  chosen  to 
concentrate  on  their  core  business.  Pfizer  sold  off  its  Cot\- 
cosmetics  and  fragrances  business  and  spun  off  its  specialt\' 
materials  group,  while  Bristol-Myers  Squibb  is  getting  rid 
of  its  Drackett  household  products  division. 

The  biotechnolog)'  industn'  is  still  losing  money,  but 
Jeffrey  Casdin,  an  analyst  with  New  York's  Oppenheimer  ^ 
Co.,  recommenlis  Biogen,  which  is  profitable  and  has  a 
growing  royaltx'  stream  from  \accines  and  alpha  interferon. 
He  also  likes  Chiron,  which  is  close  to  making  money  with 
its  diagnostics  business  and  cancer  treatment.  ^ 


Health 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Beckman  Instruments 

13.1          12.3 

10.9 

15.0 

7.0 

5.0 

-1.7* 

12,3 

892 

42 

4.7 

Angelica 

13.0            9.3 

7.9 

28.6 

9.0 

3.0 

7.1 

-20,7 

440 

18 

4,0 

Millipore 

12.7          10.9 

9.9 

17.4 

10.6 

6.2 

NM 

59,0 

785 

52 

6,7 

Owens  &  Minor 

10.6          21.3 

15.0 

20.4 

20.2 

7.4 

NM 

83,9 

1,147 

21 

1,8 

Baxter  International 

9.3          15.0 

11.2 

33.4 

9.7 

-1.7 

4.5 

4,3 

8,558 

615 

7.2 

Perkin-Elmer 

7.3          21.5 

19.1 

15.6 

-7.4 

9.0 

NM 

D-P 

946 

62 

6.6 

Allergan 

2.2t        21.3 

19.5 

10.9 

14.7 

3.5 

NA 

D-P 

887 

102 

11.4' 

Amsco  International 

NA          16.1 

16.8 

24.1 

15.8t 

24.4 

28.5t 

36,1 

469 

35 

7.6 

Medians 

16.1          18.7 

15.8 

19.3 

12.0 

9.4 

7.1 

23.8 

1,039 

96 

7.4 

Industry  medians 

16.2          17.3 

13.6 

22.5 

11.8 

11.3 

11.2 

15.7 

1,686 

90 

7.0 

All-industry  medians 

12.2          10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

Biotechnology 

Diagnostic  Products 

22.8          14.2 

15.8 

0.0 

25.9 

17.8 

22.4 

-17,9 

102 

17 

16.5 

Applied  BioScience 

17.1          10.8 

12.0 

8.0 

36.4 

51.6 

25.6 

-18.6 

165 

11 

6.9 

Life  Technologies 

13.0          15.3 

15.1 

0.0 

10.5 

16.0 

19.4 

-6.1 

193 

14 

7,2 

Amgen 

10.9          47.9 

50.2 

14.1 

89.5 

76,6 

NM 

500.0-^ 

995 

284 

28,5 

Immucor 

10.8          10.4 

10.7 

11.9 

32.6 

22.5 

35.9 

-3.4 

29 

3 

11,0 

Molecular  Biosystems 

4.1            def 

def 

5.1 

37.9 

-58.4 

NM 

P-D 

5 

-6 

def 

ICN  Biomedicals 

3.3            def 

def 

14.8 

25.1 

-25.9 

NM 

P-D 

80 

-22 

def 

IGI 

1.6           0.0 

1.3 

31.8 

5.1 

9.6 

-38.4 

P-Z 

24 

0 

def 

Collagen 

1.4            5.4 

7.3 

0.0 

24.8 

18,2 

NM 

D-P 

71 

3 

3,7 

Gamma  Biologicals 

1.3            0.6 

0.7 

5.2 

-2.0 

3.7 

NM 

-90,0 

17 

0 

0,3 
3,1 

Genentech 

0.4            1.5 

1.6 

13.4 

28.6 

-0.4 

NM 

-80,3 

476 

15 

Applied  Biosystems 

0.2            def 

def 

5.7 

13.8 

13.5 

NM 

P-D 

190 

-14 

def 

Biogen 

def            5.2 

5.7 

0.0 

51.4 

46.6 

NM 

150,0 

88 

14 

15.6 

ALZA 

def           def 

def 

37.6 

20.3 

74.6 

NM 

P-D 

213 

-36 

def 

Synergen 

def           def 

def 

1.6 

19.4 

197.9 

NM 

D-D 

29 

-8 

def 

Genzyme 

def           def 

def 

27.1 

51.6 

102.6 

NM 

Z-D 

-   184 

-40 

def 

Cambridge  Biotech 

def           def 

def 

7,4 

27.9 

60.9 

NM 

D-D 

42 

-2 

def 

Genetics  Institute 

def           def 

def 

0.0 

32.4 

36.1 

NM 

D-D 

92 

-29 

def 

Scios  Nova 

def            def 

def 

0.2 

NM 

40.8 

NM 

D-D 

13 

-107 

def 

Repligen 

def           def 

def 

0.0 

11.4 

171,3 

NM 
NM 

D-D 
D-D 

19 
5 

-13 
-2 

def 
def 

Collaborative  Research 

def           def 

def 

2.6 

-14.9 

-42.9 

Synbiotics 

def           def 

def 

0.0 

7.6 

34,6 

NM 

D-D 

8 

-1 

def 

Immunex 

def           def 

def 

10.6 

47.9 

55.8 

NM 

D-D 

63 

-7 

def 

Calgene 

def           def 

def 

6.5 

NM 

-12.3 

NM 

D-D 

23 

-20 

def 

Centocor 

def           def 

def 

73.7 

.13.1 

109.7 

NM 

D-D 

110 

-149 

def 

Enzo  Biochem 

def           def 

def 

13.3 

22.5 

3.7 

NM 

D-D 

21 

-1 

def 

XOMA 

def           def 

def 

1.2 

46.9 

-61,2 

NM 

D-D 

7 

-49 

def 

Chiron 

def           def 

def 

17.9 

57.8 

103.5 

NM 

P-D 

223 

-486 

def 

Medians 

def           def 

def 

6.1 

24.9 

28.6 

NM 

P-D 

67 

-4 

def 

D-D;  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to 

jeficit.    P-Z:  Profit  to  zer 

D.    Z-D:  Zero  to  deficit,    d 

ef:  Deficit. 

NA;  Not  availa 

3le,    NE;  N( 

jgative  equity. 

NM;  Not 

meaningful.    'Four-year  average.    1 

Three-year  average.    For  fu 

rtfier  explanatior 

1,  see  page 

95. 

Sources:  Forbes:  Value  Line  Data  Bai 

e  Service  via  Lotus  One  Sou 

rce. 
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TANDY®  FACTORY-DIRECT   COMPUTERS 


EVEN  AFTER  15  YEARS  AND  MILLIONS  OF  COMPUTERS  SOLD, 

WE  KNOW  THE  PC  THAT  IVIATTERS  MOST 
IS  THE  ONE  BUILT  JUST  FOR  YOU. 


Now,  Custom-Bullt  PCs  at 
Factory- Direct  Prices! 

Design  the  PC  of  your  dreams  and 
we'll  build  it  for  you  in  our  state-of- 
the-art  USA  manufacturing  plant!  Pay 
only  for  what  .you  need — you'll  save 
hundreds  over  what  you'd  pay  for  the 
unwanted  "bells  and  whistles"  on 
many  mass-produced  PCs.  Nobody 
offers  a  better  value  at  a  lower  price! 

Superior  USA  Quality 

We'll  individually  assemble  and  test 
your  Tandy  PC'to  the  highest  stan- 
dards. Personalized  with  your  name 

right  on  the  front,  your  new  Tandy      — — ■ 

PC  is  shipped  directly  to  your  ^   l^^   ,   ,    , 

home  or  office  .  .  .  within  two 
working  days! 


JS- 


^iJiJmi  I   ill   J  Lj 


100%  PC  Compatible 

We'll  load  your  software  and  test  your 
PC  to  make  sure  it's  properly  configured 
and  ready  to  run  the  minute  you  get  it! 

Local  Service  &  Support 

Tandy  is  the  only  PC  company  to  offer 
friendly,  local  help  and  service  through 
over  6600  locations  nationwide.  Your 
nearby  Radio  Shack  can  provide  fast, 
personal  service — no  mail-order  firm 
comes  close!  Custom  order  yours  at: 

^  MMERien's 

TECHNOLOCV 


Insurance 


Property  insurers  were  battered 

by  a  string  of  calamities  that  made 

big  Hollywood  disaster  movies  look  tame. 


By  Carolyn  T.  Geer 

Hurricanes  Andrew  and  Iniki,  the  Los  Angeles  riots  and 
the  Chicago  flood  were  just  a  few  of  the  35  disasters  that 
last  year  stunned  the  insurance  industiy  with  a  record 
$17.5  billion  in  property  damage.  When  all  the  claims  are 
in,  property  and  casualty  insurers  could  incur  up  to  $1.15 
in  losses  for  each  premium  dollar  earned  for  the  year. 

So  the  long-awaited  upturn  in  insurance  prices  may  not 
be  far  off  Growth  in  in\'estment  income,  which  insurers 
use  to  offset  undenvriting  losses,  slo\\ed  to  0.9%  in  the  first 
half  of  1992,  from  an  a\'erage  9.5%  for  the  prior  five  \'ears. 


Rising  reinsurance  rates  are  another  problem.  Following 
last  year's  disasters,  reinsurers  ha\'e  been  raising  the  rates 
they  charge  to  priman-  insurers  for  catastrophic  co\'erage. 
Finally,  industiy  resenes — which  are  booked  as  liabil- 
ities based  on  claims  estimates — are  widely  believed  to  be 
understated.  Ernest  Jacob,  an  analyst  at  Furman  Selz, 
consenatively  estimates  that  as  of  June  30,  1992  the 
industiy  was  under-resened  by  about  $25  billion,  a 
shortage  that  would  presumably  be  cox'ered  by  dipping 
into  the  industiy's  $160  billion  in  surplus  capital. 


Its  agents  do 
theii*  homework 

In  an  industn'  where 
some  of  the  plaj'ers  are 
mired  in  bureaucracy, 
Cincinnati  Financial  Corp. 
is  fast  and  lean. 

Robert  Morgan,  58, 
chief  executive  of  the  SI.  3 
billion  (re\'enues)  insur- 
ance company,  has  a  strong 
distaste  for  multilayered 
management  that  slows  de- 
cision making.  E\en 
though  Cincinnati  Finan- 
cial includes  a  holding 
company,  three  property 
and  casualt)'  companies,  a 
life  insurance  company  and 
a  leasing  company, 
"We're  really  one  company 
whose  only  job  is  to  sell 
and  senice  insurance," 
Morgan  says. 

For  one  thing,  the 
company  avoids  the  ex- 
pense of  branch  offices  by 
having  its  46  field  market- 
ing employees  work  from 
their  homes.  These  people 
call  on  roughly  950  inde- 
pendent insurance  agen- 
cies, scattered  mostly 
throughout  the  Midwest 
and  South. 

The  field  personnel  are 
authorized  to  quote  prices 


s   Robert  Morgan  in 
r  front  of  Cincinnati 
I   Financial's  sole 
'^    office  building 
His  low-expense 
outfit  rewards  its 
loyal  agents  with 
high  commissions. 


on  the  spot.  At  most  oth- 
er insurers,  agents  must 
send  applications  to 
branch  offices  where 
they're  priced  and  then 
sent  back  to  the  agents,  of- 
ten with  additional  corre- 
spondence in  between. 
Cincinnati's  system  keeps 
paperwork  and  other  o\er- 
head  to  a  minimum.  Its 
expenses,  excluding  com- 
missions, are  among  the 
lowest  in  the  business — 
about  10%  of  premium 
written.  As  a  result,  the 
compan)'  can  afford  to 
pay  its  agents  above-axer- 
age  commissions,  total- 
ing 20%  of  e\'eiy  premium 
dollar — an  incentive  for 


them  to  sell  Cincinnati 
products. 

This  streamlined  orga- 
nization also  allows  the 
company  to  react  quickly 
to  market  changes.  "We 
can  respond  faster  be- 
cause we  have  fewer  layers 
of  management,"  notes 
Morgan . 

Agents  are  strongly  en- 
couraged to  own  company 
stock.  Those  who  do  have 
done  pretty  well.  Cincinna- 
ti's share  price  has  in- 
creased nearly  ten  times  in 
the  last  decade,  to  6IV2. 
Cincinnati's  losses  ran 
higher  than  usual  in 
1992,  mainly  because  of 
Hurricane  Andrew  and 


some  tornadoes  that  hit  the 
Midwest.  But  the  compa- 
ny's resenes  are  a  healthy 
2.3  times  written  premi- 
ums, and  its  1 1.6%  return 
on  capital  compares  fa- 
vorably with  the  1 1.7%  for 
the  propertx'  and  casualty 
industrx'. 

The  marketing  staff  is 
encouraged  to  call  Morgan 
directly  to  discuss  prob- 
lems and  concerns.  It's  un- 
usual for  him  not  to  know 
the  agents  they  work  with. 
"We  work  hard  at  having 
a  good  relationship  w  ith 
agents,"  he  says.  "F>eiy- 
thing  else  we  accomplish  is 
a  b\'-product  of 
that."  -C:.T.G.  M 
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Insurance 


Profitability 


Growth 


Net        Profit 
Sales     income    margin 


Company 


Return  on  equity  Sales  Earnings  per  share 
Return  on 
capital 

5-year         latest          latest  Debt/         5-year  latest         5-year         latest          latest          latest          latest 

average       12  mos       12  mos  capital       average  12  mos       average       12  mos       12  mos       12  mos       12  mos 

%               %               %  %               %  %               %               %             $mil           $mil             % 


Diversified 

Leucadia  National 

Loevjfs 

American  IntI  Group 

Safeco 

Old  Republic  IntI 

CNA  Financial 
American  Bankers 
Kemper 

Lincoln  National 
Aetna  Life  &  Cas 

Independent  Insurance 

Sears,  Roebuck 

Transamerica 

Cigna 

Unitrin 

Travelers 

Reliance  Group 

Horace  Mann  Educators 

Medians 

Life  &  health 

Conseco 

Torchmark 

Aflac 

Capital  Holding 

Aon 

UNUM 

Protective  Life 
Provident  Life  &  Ace 
Jefferson-Pilot 
American  General 

Liberty  Corp 
NWNL 

Equitable  of  Iowa 
Usiico 
USLife 

American  Natl  Ins 

Pioneer  Financial  Svs 

Broad 

Kentucky  Central  Life 

Washington  National 

ICH 

Equitable  Cos 

John  Alden  Financial 

Medians 

Property  &  casualty 

20th  Century  Inds 
Mercury  General 
Hartford  Steam  Boiler 
Geico 
Argonaut  Group 

General  Re 
Orion  Capital 
St  Paul  Cos 
Chubb 
Progressive 

Selective  Insurance 
WR  Berkley 
Ohio  Casualty 

0-D;  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit, 
meaningful.    *  Four-year  average.    tTtiree-year  average.    For  furttier  explanation,  see  page  95. 
Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


23.8 

39.7 

31.1 

32.3 

38.5 

92.3 

53. 2t 

410.5 

1,606 

152 

9.5 

20.6 

15.9 

13.0 

18.1 

9.2 

4.8 

12.2 

23.5 

13.118 

890 

5.8 

18.1 

14.0 

11.1 

35.3 

13.1 

7.7 

12.6 

3.3 

18,026 

1,584 

8.8 

16.0 

13.1 

11.6 

17.1 

5.7 

1.1 

4.8 

9.2 

3,222 

292 

9.1 

15.3 

18.4 

16.5 

11.9 

4.0 

15.9 

10.0 
6.6 

37.5 

1,558 

174 
511 

11.2 

14.0 

10.2 

9.1 

6.9 

11.7 

3.3 

18.9 

11,105 

4.6 

13.1 

16.1 

13.7 

25.4 

3.2 

3.7 

27.7t 

2.0 

796 

40 

5.0 

11.4 

3.8 

3.9 

12.2 

6.7 

-13.7 

5.9 

-66.6 

2,647 

68 

2.5 

9.3 

10.8 

10.4 

13.2 

10.6 

-3.8 

NM 

15.3 

8,711 

302 

3.5 

9.3 

7.0 

6.7 

11.2 

2.9 

-6.9 

-9.4 

-6.5 
-80.8 

17,821 
571 

519 
6 

2.9 

9.2 

1.6 

1.8 

7.5 

5.8 

-0.3 

1.9 

1.0 

8.9 

2.3 

3.6 

55.3 

5.7 

2.5 

NM 

-70.9 

58,238 

347 

0.5 

8.9 

4.7 

5.7 

69.4 

4.7 

-22.6 

-18.4 

-31.5 

5,324 

154 

2.9 

8.8 

6.8 

6.8 

12.6 

7.5 

-0.1 

-7.8 

-13.0 

18,747 

398 

2.1 

7.4* 

9.0 

9.0 

0.0 

2.5 

7.9 

NM 

29.5 

1,346 

171 

12.7 

3.6 

def 

def 

17,6 

-1.9 

-7.7 

NM 

P-D 

10,615 

-180 

def 

def* 

15.3 

9.2 

76.8 

6.0 

9.6 

NM 

D-P 

3,472 

34 

1.0 

NA 

22.6 

18.1 

32.0 

NA 

8.0 

NA 

101.7 

701 

64 

9.1 

9.3 

10.5 

9.1 

17.3 

5.8 

2.9 

1.9 

6.2 

4,398 

173 

4.0 

53.0 

34.2 

23.5 

42.8 

41.2 

21.7 

56.8 

69.1 

1,456 

163 

11.2 

27.5 

26.6 

16.4 

35.4 

4.2 

6.5 

12.2 

19.6 

2,024 

262 

13.0 

17.4 

19.0 

18.0 

7.1 

16.6 

21.5 

5.6 

25.0 

3,812 

176 

4.6 

16.7 

16.1 

13.0 

22.3 

11.3 

5.1 

NM 

13.1 

2,856 

299 

10.5 

16.2 

14.5 

12.8 

16.9 

9.5 

9.4 

4.5 

6.6 

3,178 
2,586 

268 
236 

8.4 

14.1 

16.0 

15.7 

3.1 

9.4 

7.9 

34.7* 

16.4 

9.1 

11.6 

16.4 

15.5 

8.0 

8.9 

24.2 

9.8 

25.9 

600 

42 

7.1 

11.4 

8.2 

7.9 

12.8 

5.8 

4.1 

NM 

-20.2 

2,931 

111 

3.8 

11.3 

12.5 

12.5 

0.0 

0.5 

2.4 

10.6 

15.7 

1,198 

195 

15.3 

11.2 

11.9 

9.3 

49.6 

6.1 

3.8 

2.0 

17.6 

4,531 
378 

518 

11.4 

10.6 

13.6 

9.9 

37.8 

3.8 

7.7 

3.5 

55.3 

41 

10.8 

9.9 

9.1 

8.6 

15.4 

1.4 

1.8 

-2.9 

9.0 

1,361 

56 

4.1 

9.7 

16.4 

14.0 

14.2 

12.3 

-22.0 

5.5 

49.2 

561 

53 

9.5 

8.2 

2.4 

3.1 

22.8 

3.3 

-7.8 

-15.6 

-60.8 

384 

8 

2.0 

8.1 

8.1 

8.1 

25.8 

7.0 

13.2 

NM 

13.2 

1,509 

80 

5.3 

7.7 

8.1     ' 

'      8.1 

0.0 

7.5 

7.5 

NM 

11.3 

1,275 

143 

11.3 

7.5 

4.0 

5.7 

21.2 

55.1 

-4.1 

NM 

D-P 

669 

5 

0.8 

6.5 

13.1 

12.8 

26.7 

14.3 

0.1 

NM 

27.0 

805 

59 

7.3 

4.3 

def 

def 

2.4 

4.5 

-3.5 

NM 

P-D 

341 

-22 

def 

def 

4.2 

4.2 

4.6 

NM 

0.7 

NM 

D-P 

563 

13 

2.3 

def 

def 

4.4 

61.7 

-2.2* 

-1.3 

NM 

D-D 

1,848 

-3 

def 

NA 

NA 

def 

42.0 

NM 

NA 

NA 

NA 

5,332 

-229 

def 

NA 

46.6 

32.1 

36.7 

20.8t 

NA 

NM 

NA 

1,149 
1,361 

72 
72 

6.3 

10.6 

12.8 

9.9 

21.2 

7.0 

4.1 

-9.2 

16.4 

7.1 

30.0 

23.5 

23.5 

0.0 

17.4 

11.4 

29.4 

-7.7 

980 

114 

11.6 

26.9 

27.1 

25.9 

4.4 

14.5 

-2.4 

31.8 

10.6 

518 

75 

14.5 

24.1 

13.1 

11.8 

14.6 

10.2 

9.1 

7.6 

-29.9 

671 

55 

8.1 

23.6 

15.9 

14.6 

16.0 

7.8 

14.6 

3.5 

0.5 

2,375 

200 

8.4 

23.1 

16.6 

16.4 

0.0 

4.5 

-9.7 

20.6 

1.9 

487 

91 

18.7 

20.1 

15.6 

15.4 

1.6 

NM 

6.4 

18.2 

0.8 

3,358 

529 

18.7 

19.3 

23.3 

14.5 

28.7 

10.6 

-17.3 

12.4* 

76.2 

655 

50 

7.5 

18.1 

10.8 

10.0 

12.8 

6.3 

5.9 

18.2 

-25.3 

4,538 

295 

5.5 

17.9 

14.9 

12.5 

18.1 

6.2 

6.9 

13.2 

-3.4 

4,760 

559 

11.7 

17.7 

23.6 

13.1 

48.4 

15.3 

15.9 

-7.8 

69.0 

1,686 

93 

5.5 

16.3 

12.1 

11.8 

4.3 

9.1 

9.8 

NM 

22.9 

608 

33 

5.4 

15.8 

11.4 

11.1 

31.3 

4.3 

4.1 

NM 

10.7 

557 

48 

8.7 

15.2 

12.2 

11.2 

12.9 

3.2 

6.3 

5.5 

-3.3 

1,793 

94 

5.3 

def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not 
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INSURANCE 


Under  these  circumstances  stock  analysts  are  recom- 
mending well-capitalized  companies  such  as  AiG  and 
General  Re.  This  minimizes  the  risk  if  the  soft  cycle  is 
prolonged,  and  maximizes  chances  of  profiting  when  a 
turn  does  come.  'Tn  a  firmer  market  they'll  be  able  to  use 
more  of  their  capital  to  write  more  insurance  business," 


says  Jacob. 

How  about  the  life  and  health  insurers.^  They  were  busy 
cleaning  up  their  investment  portfolios  last  year.  Compa- 
nies adopted  more  conser\ati\'e  in\'estment  strategies 
because  of  concerns  over  ratings  and  tougher  risk-based 
capital  guidelines,  which  were  adopted  by  state  regulators 


Insurance 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Return  on 
capital 

Sales 

Earnings 

per  share 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Cincinnati  Financial 

14.6          11.3 

11.6 

4.7 

7.7 

11.1 

8.5 

10.8 

1,265 

166 

13.1 

Fremont  General 

12.5          15.9 

12.8 

31.0 

8.7 

3.2 

45.7t 

16.9 

596 

34 

5.7 

Zenith  National  Ins 

11.5            9.5 

9.8 

19.7 

4.2 

10.0 

5.6 

6.8 

545 

27 

4.9 

Hanover  Insurance 

11.2          14.8 

14.8 

0.0 

8.6 

2.9 

-13.3 

151.3 

1,861 

123 

6.6 

ITT 

10.9            5.7 

6.1 

50.6 

3.9 

3.8 

9.9 

-23.9 

21,295 

552 

2.6 

Alleghany 

10.3'         10.9 

9.3 

31.3 

17.1 

27.1 

5.3* 

52.2 

1,714 

79 

4.6 

Berkshire  Hathaway 

10.1            3.9 

4.2 

13.2 

6.3 

5.7 

11.8 

-40.2 

3,200 

288 

9.0 

Xerox 

7.2            7.4 

8.2 

41.5 

6.5 

0.2 

-7.7 

-21.8 

18,009 

493 

2.7 

Penn  Central 

6.5*          4.2 

5.0 

31.6 

30.5' 

15.0 

55.3' 

-49.7 

1,756 

40 

2.3 

Foremost  Corp  of  Amer 

6.3          13.4 

9.9 

40.6 

-3.5 

4.0 

-15.0 

343.5 

459 

22 

4.8 

First  American  FinI 

6.0          23.2 

18.9 

16.5 

5.6 

42.2 

-39.2 

500.0+ 

1,009 

33 

3.3 

Continental  Corp 

4.3            def 

def 

32.9 

-1.5 

-7.3 

NM 

P-D 

5,069 

-84 

def 

USF&G 

def           def 

def 

17.5 

NM 

-9.0 

NM 

D-D 

3,868 

-25 

def 

Medians 

14.9          12.6 

11.7 

17.0 

6.4 

6.1 

6.6 

1.4 

1,700 

85 

6.1 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

ro.    Z-P:  Zero  to  profit,    def:  Deficit. 

NA:  Not  available.    NE:  Negative  equity. 

NM:  Not 

meaningful.    'Four-year  average,    t 

Three-year  average.    For  fu 

rther  explanat 

on,  see  page 

95. 

Sources:  Forbes;  Value  Line  Data  Bai 

e  Service  via  Lotus  One  Sou 

rce. 

There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  youc 
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in  December.  Still  troubling  is  the  tact  that  for  the  50 
largest  life  insurers,  the  percentage  of  troubled  real  estate 
assets  continued  to  climb — to  more  than  16%  of  all  real 
estate  holdings  last  year  from  13%  in  1991. 

Sales  of  traditional  life  insurance  policies  are  Hat.  So 
where's  the  growth  coming  from.^  Annuities,  for  one. 
More  than  half  the  total  cash  flow  of  the  top  50  insurers 
now  comes  from  these  and  other  retirement  savings 
products  that  suit  the  needs  of  aging  consumers.  Also, 
specialty  health  policies,  such  as  individual  disability  insur- 
ance, are  selling  briskly.  Salomon  Brothers  analyst  Marga- 


ret Alexandre  recommends  outfits  like  Broad  Inc.  and 
Hquitable  of  Iowa,  both  of^\•hich  specialize  in  annuities, 
and  UNUM  Corp.,  a  disability  carrier. 

Health  care  reform  is  high  on  Bill  (Clinton's  agenda  for 
this  year.  Which  companies  will  benefit — if  any?  The 
betting  is  that  it  will  be  the  largest  insurers  like  Cigna 
Corp.  and  Aetna  Life  &  Casualt)',  which  already  have 
established  managed  care  networks  and  efficient  data 
processing  systems.  Says  Arthur  D.  Little's  Louise  Firth: 
"The  successful  companies  will  be  those  that  get  more 
involved  with  deliveiy  and  management  of  care."         ^M 


Insurance 


Company 


Brokerage 

Marsh  &  McLennan  Cos 
Crawford  &  Co 
Alexander  &  Alexander 


Profitability 


Return  on  equity 


Growth 


Net        Profit 
Sales     income    margin 


Return  on 
capital 
latest 


Earnings  per  share 


average       12  mos       12  mos       capital       average       12  mos       average       12  mos       12  mos       12  mos       12  mos 


34.6 

25.8 

9.8 


29.5 

23.1 

3.1 


24.1 
22.2 

5.0 


22.2 

1.2 
25.8 


8.8 

18.0 

5.3 


4.2 

10.5 

0.3 


1.9 

4.9 

-74.5 


2,898 

571 
1,368 


306 
38 

11 


Medians 

25.8 

23.1 

22.2 

22.2 

Industry  medians 

11.4 

12.5 

11.1 
8.8 

17.5 

All-industry  medians 

12.2 

10.7 

31.2 

8.8 

4.2 

6.3 

4.2 

8.1 

3.4 

1.9 

1,368 

9.9 

1,700 

7.6 

1,383 

10.6 
6.7 
0.8 


3.6 

21.3 

NM 

3.6 

3.6 

-22.7 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit,    def:  Deficit.    NA:  Not  available.    NE;  Negative  equity.    NM:  Not 
meaningful.    *Four-year  average.    tTfiree-year  average.    For  further  explanation,  see  page  95. 
Sources:  Forbes:  Value  Line  Data  Base  Service  via  Lotus  One  Source. 


38 

6.7 

92 

6.0 

43 

3.0 

tter  call  1-800-446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction. 


Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 

HITACHI 


Hitachi  America.  Ltd.Telecommunications  Division  ©  1992  Hitachi  America,  Ltd 


Call  about  our  seminar  "The  Everyday  Business  Meeting 
With  Hitachi's  VideoConferencing  System." 
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Metals 


Metal  prices  remain  depressed, 
which  is  good  news  on  inflation 
but  bad  news  for  metals  companies. 


Bv  R.  Lee  Sullivan 


Steel  prices  haxe  barely  budged  in  the  last  fixe  years,  but  as 
the  year  ended  steelmakers  were  tiying  to  pass  along  a  2% 
to  5%  price  hike  to  their  customers.  They  may  get  some 
help  from  a  recent  Commerce  Department  decision  to 
counter  foreign  go\ernment  subsidies  by  putting  an  aver- 
age of  1 5%  to  20%  duties  on  some  steel  imports.  But  a  big, 
long-lasting  price  hike  won't  be  easy  to  sustain:  Overca- 
pacity continues  to  hamper  the  industn,'. 

The  betting  is  that  if  the  economy  picks  up  in  the  second 
half  of  1993,  steelmakers  might  be  able  to  pass  along  a  3% 


price  increase,  says  Kemper  analyst  Robert  Schenoskv. 

But  e\en  with  that  increase,  weaker  pri\'ate  steelmakers 
like  National  Steel  and  California  Steel  &  Tube  that 
haven't  been  able  to  modernize  their  plants  will  still  be 
squeezed.  Sharon  Steel  is  already  in  Chapter  1 1  and  has 
suspended  all  its  production.  Bigger,  more  efficient  com- 
panies like  Bethlehem  Steel  and  usx-U.S.  Steel  should 
benefit  from  the  reduced  competition. 

Any  bright  spots.'  Appliance  manufacturers,  which  ac- 
count for  roughly  20%  of  demand  for  flat-rolled  steel,  have 


"If  you 
stand  still, 
you  lose" 


It  was  bad  enough  that 
Oregon  Steel  Mills  was 
mired  in  losses  w  hen 
Thomas  Boklund  took  oxer 
in  1985.  On  top  of  rising 
costs,  aging  equipment  and 
falling  productivity,  Bok- 
lund had  to  deal  with  an 
inexperienced  work  force 
that  had  been  hired  as  re- 
placements for  strikers 
fired  the  year  before. 
"It's  difficult  to  operate  a 
steel  mill  with  people  w  ho 
have  ne\er  seen  one,"  ex- 
plains Boklund,  52,  who 
started  with  the  companx' 
as  an  engineer  in  1973. 

Boklund  decided  to  tiy 
running  a  steel  mill  w  ith 
people  who  actually 
owned  one.  A  manage- 
ment-led buyout  com- 
pleted the  same  year  Bok- 
lund took  oxer  gaxe  em- 
ployees 1 00%  oxxnership  of 
the  firm,  xvith  top  man- 
agement retaining  5%. 
Workers  xxent  off  the 
time  clock  and  on  salarx', 
and  xxere  a\\ arded  the 
same  benefits  management 
enjoyed.  Moreoxer,  prof- 


it sharing  gax'e  xxorkers  20% 
of  pretax  earnings. 

Results  haxe  been  dra- 
matic, both  for  individual 
xxorkers — some  of  xxhom 
became  millionaires  xxhen 
Oregon  Steel  xxent  public 
in  1988 — and  for  the  com- 
pany. Since  the  buyout 
productix'it)'  has  increased 
300%;  sales  and  earnings 
grexx'  on  axerage  more  than 
40%  annually  over  the 
past  four  years. 

But  it  took  more  than 
loyal  xxorkers  to  accomplish 
the  turnaround.  Since 


1985  the  company  has  in- 
vested $170  million  in  fa- 
cilities improxement  anci 
acquisitions.  A  nexx'  fur- 
nace in  its  Oregon  mill, 
along  xxith  a  contract  for 
loxxer  rates  xx'ith  the  local 
electric  utility',  reduced 
total  energy  costs  per  ton  of 
steel  by  67%.  The  compa- 
ny is  noxx-  considered  the 
industn-'s  loxxest-cost 
producer  of  steel  plate. 
Oregon  Steel  has  di- 
xersified  into  profitable 
niches  xia  cheap  acquisi- 
tions. It  entered  the  large- 


Chief  Executive 
Thomas  Boklund 
at  Oregon  Steel's 
Portland  minimill 
Modernization 
slashed  costs  and 
lielped  increase 
productivity  300%. 


diameter-pipe  market  in 
1987  by  purchasing  a  pipe 
mill  in  Napa,  Calif  for 
$18.5  million,  the  only 
such  facility  xxest  of  the 
Mississippi.  During  the  past 
two  years  pipe  has  con- 
tributed roughly  75%  of 
Oregon  Steel's  earnings, 
or  S50  million. 

Last  June  Oregon  Steel 
entered  into  a  joint  x'enture 
to  produce  pipe  in  Cana- 
da, but  contracts  haxe  been 
drx'ing  up  recently.  This 
venture  lost  around  $1.2 
million  in  the  third  quar- 
ter, pulling  profits  doxvn 
43%,  to  $3.4  million  for 
the  quarter. 

Not  exen'one  approxes 
of  Oregon's  aggressixe  ex- 
pansion and  XX  illingness 
to  take  on  debt.  Michael 
Shea,  an  analyst  x\  ith 
Charter  Inxestment,  con- 
tends that  Oregon  Steel  is . 
lexeraging  its  once -clean 
balance  sheet  and  enter- 
ing markets  it  knoxxs  noth- 
ing about. 

But  Boklund  feels  the 
company  can  easily  take  on 
debt  as  great  as  30%  of 
capital.  "A  doxxn  market  is 
the  time  to  moxe,"  he  de- 
clares. "If  you  stand  still, 
)'ou  lose."         -R.L.S.  Bl 
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been  buying  more  tonnage  in  response  to  a  7%  unit  sales 
improxement.  Scrap  metal  prices  are  relatixely  low,  and 
this  lowers  costs  for  minimills  like  Nucor  that  make  steel 
from  scrap.  Nickel,  a  prime  component  of  stainless  steel,  is 
also  a  bargain  at  S2.S0  a  pound.  This  helps  specialty 
steelmakers  like  Allegheny  Ludlum.  The  new  Administra- 
tion's proposed  infrastructure  rebuilding  program  could 
benefit  minimills  such  as  Birmingham  Steel  that  make 
products  like  steel  bar  for  reinforcing  concrete. 

Aluminum  prices.^  They're  weak  because  of  an  influx  of 
ingots  from  the  cash-hungiy  Commonwealth  of  Indepen- 


dent States.  This  has  kept  inxentories  on  the  London 
Metals  Exchange  bulging,  and  prices  depressed  at  about 
53  cents  a  pound.  Instead  of  reducing  production,  manu- 
facturers like  Alcoa  and  Alcan  ha\e  begun  to  hedge. 

Last  summer  a  temporary  shortage  in  copper  smelting 
capacity — because  of  production  and  maintenance  prob- 
lems at  Phelps  Dodge,  Cxprus  Minerals  and  other  out- 
fits— helped  conxince  the  market  that  copper  was  in  short 
supph'.  Prices  climbed  as  high  as  S 1 .  1 7  a  pound  before  the 
smelter  bottleneck  eased  and  prices  settled  back  to  around 
SI  a  pound — about  where  they  were  a  year  ago.  IB 


Metals     ■■ 

■ 

^_ 

Net 

Profit 

«■ 

Profitability 

Growth 

Sales 

income 

margin 

Ik.' '-"'  -  m 

Return  on  equity 

Sales 

Earnings  per  share 

m'---  ■  -■ 

Return  on 

capital 

KlV.v.' 

•  ^  :■  '1^ 

5-year         latest 
average       12  mos 

latest 
12  mos 

Debt/ 
capital 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

1 

;."•':•-   ■ 

Company 

M^i^ 

%              % 

% 

% 

% 

% 

% 

.% 

$mil 

Smil 

% 

Steel 

Geneva  Steel 

35.2t           def 

def 

52.8 

3.2t 

-12.7 

-35.2t 

P-D 

417 

-8 

def 

Allegheny  Ludlum 

35.0          15.0 

12.0 

24.9 

6.6 

0.0 

NM 

59,6 

1,011 

54 

5,4 

Oregon  Steel  Mills 

25.6          13.1 

12.7 

0.0 

40.3 

-4.6 

47.5* 

-13.8 

451 

32 

7,2 

Lukens 

16.8            5.4 

6.9 

45.2 

9.5 

17.2 

19.2 

-66.0 

767 

16 

2.1 

Worthington  Inds 

16.5          15.1 

12.3 

11.5 

1.9 

14.1 

NM 
NM 

23,5 

1,003 

56 

5.6 

USX-US  Steel 

14.7            def 

def 

51.5 

NM 

-3.2 

D-D 

5,011 

-179 

def 

Quanex 

14.7            6.5 

5.6 

32.4 

15.2 

-6,8 

33.7* 

-35.6 

567 

11 

2.0 

Birmingham  Steel 

14.2          12.1 

9.0 

28.3 

11.3 

3.5 

NM 

500.0+ 

419 

21 

5,0 

Nucor 

13.2          10.7 

11.7 

20.2 

15.9 

7.6 

6.2 

19.4 

1,572 

76 

4,8 

Central  Steel  &  Wire 

10.2             2.7 

2.7 

0.0 

NM 

-0.6 

NM 

-25,9 

454 

4 

0,9 

Carpenter  Technology 

8.7            4,8 

4.3 

30.0 

2.3 

3.4 

22.9 

-39,7 

583 

16 

2,8 

AM  Castle  &  Co 

8.0            3.5 

4.9 

41.7 

6.6 

-7,2 

NM 

D-P 

417 

2 

0.5 

Acme  Metals 

5.4            def 

def 

26.1 

9.5 

0.1 

NM 

P-D 

387 

-4 

def 

Texas  Industries 

2.0            def 

2.3 

43.5 

NM 

-6.0 

NM 

P-D 

594 

-5 

def 

Lone  Star  Tech 

def           5.2 

4.4 

27,9 

16.9 

-22.5 

NM 

-23,3 

406 

7 

1.6 
def 

Inland  Steel  Inds 

def            def 

def 

28,8 

2.1 

1.3 

NM 

D-D 

3,511 

-252 

Weirton  Steel 

def            def 

def 

59,4 

-2.8 

4.1 

NM 

D-D 

1,081 

-38 

def 

Armco 

def            def 

def 

39,1 

-11.8 

19.3 

NM 

D-D 

1,910 

-295 

def 

Bethlehem  Steel 

def            def 

def 

62,3 

NM 

-10.0 

NM 

D-D 

4,043 

-818 

def 

LTV 

NE             NE 

def 

NE 

-4.9 

-27.7 

NM 

500, 0-H 

4,395 

703 

15.0 

Wheeling  Pittsburgh 

NA            def     ' 

•      0.3 

44,9 
30.0 

NM 
2.3 

-4.7 

NA 

NA 

948 

-15 

def 
0.9 

Medians 

9.5            2.7 

2.7 

-0.6 

NM 

-37.6 

767 

4 

Nonferrous  metals 

Maxxam 

44.1            2.8 

7.2 

70.9 

NM 

-5.8 

NM 

-83,8 

2,162 

13 

0.5 

Inco 

34.5            1.5 

3.4 

30.2 

16.9 

-15.4 

NM 

-81.8 

2,650 

31 

1.2 

Newmont  Mining 

30.1          53.9 

28.0 

35.5 

10.4 

-0.3 

NM 

40.4 

628 

109 

17.4 

Phelps  Dodge 

23.5          16.8 

13.8 

15.1 

21.8 

3.3 

43.3 

3.7 

2,539 

316 

12.5 

AMAX 

16.4            def 

0.4 

43.7 

17.4 

-4.4 

-26.0* 

P-D 

3,649 

-59 

def 
1.6 

Reynolds  Metals 

14.6            3.1 

3.8 

35,0 

10.2 

-3.5 

NM 

-37.6 

5,676 

91 

Asarco 

11.8            2.9 

2.7 

31,3 

13.8 

-2.0 

-32.2* 

13.0 

1,928 

43 

2.2 

Alcan  Aluminium 

10.8            def 

1.2 

27,8 

6.2 

-7.2 

NM 

P-D 

7,580 

-6 

def 

Cyprus  Minerals 

10.3            def 

def 

17.3 

20.2 

-7.7 

NM 

P-D 

1,617 

-284 

def 

Alcoa 

9.4            def 

2,1 

11.3 

9.6 

-6.7 

-16.6 

P-D 

9,474 

-34 

def 

Engelhard 

6.9          13.0 

12.0 

12,5 

2.4 

-2.7 

6.1 

13.5 

2,441 

98 

4,0 

Magma  Copper 

4.5*           def 

def 

40,0 

17.5 

16.3 

NM 

P-D 

820 

-88 

def 

Homestake  Mining 

0.9            def 

def 

25,7 

7.7 

36.8 

NM 

D-D 

586 

-167 

def 

Handy  &  Harman 

def          14.5 

7.0 

69,1 

NM 

11.9 

NM 

D-P 

545 

11 

2,1 

Tredegar  Industries 

NA            8.6 

6.0 

34,6 

-2,1 

0.1 

NA 

D-P 

478 

13 
13 

2,7 
1.2 

Medians 

11.3            2.8 

3.4 

31.3 

10.2 

-2.7 

NM 

-81.8 

2,162 

Industry  medians 

10.5            2.8 

3.1 

30.8 

6.6 

-2.3 

NM 

-39.7 

1,007 

9 

1.0 

All-industry  medrans 

12.2          10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to 

jeficit.     P-Z: 

Profit  to  zer 

X    Z-D:  Zero 

to  deficit,    d 

ef:  Deficit. 

NA:  Not  avaiiat 

)le.    NE:  Hi 

gative  equity. 

NM:  Not 

meaningful.    *Four-year  average,    t 

Three-year  average.    For  fu 

rther  explanat 

on,  see  page 

95, 

Sources:  Forbes;  Value  Line  Data  Bai 

■e  Service  via  Lotus  One  Sou 

rce. 
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Retailing 


During  the  recession  retailers  and  vendors  got  together 
and  came  up  with  better  ways  to  manage  inventory. 
The  result  should  be  bigger  profits  during  the  recovery. 


By  Zina  Moiikheiber 

Thanks  to  rising  consumer  confidence  and  an  encouraging 
('hristnias  season,  retailers  were  well  on  the  way  to  their 
best  year  since  1988.  But  it  was  no  barn-burner.  When  the 
final  numbers  are  tallied,  retail  sales  for  all  of  1992  will 
probably  be  up  about  4% — a  shade  aboxe  the  inflation 
rate — estimates  Carl  Steidtmann,  chief  economist  at  Man- 
agement Horizons,  a  dixision  of  Price  Waterhouse. 

Steidtmann  credits  some  of  this  slender  gain  to  the 
reduction  in  withholding  tax,  which  went  into  effect  last 
Februan'.  Also  helping:  Victims  of  Hurricane  Andrew 
ha\'e  used  some  of  the  SI  1  billion  in  reco\ered  insurance 
claims  to  replace  goods  lost  in  the  storm. 

The  retailers  followed  in  our  own  suney  posted  a  9.6% 
sales  imprcnement  oxer  the  last  12  months.  But  the 
group's  profits  were  up  1 1 .3%.  The  improxing  margins  are 
a  sign  that  retailers'  drive  to  become  more  efficient  is 


starting  to  pay  off  One  way  they've  done  this  is  by  forging 
relationships  with  \endors  to  reduce  im'enton'  earning 
costs.  Dayton  Hudson,  Kmart,  Wal-Mart  Stores  and  J.C. 
Penney — all  of  which  posted  strong  earnings  for  the  first 
three  quarters — ha\e  begun  retailer-\endor  partnership 
programs. 

Computerized  monitoring  of  sales  data  and  inventon- 
le\'els,  for  instance,  allows  Procter  &  Gamble  to  automati- 
cally replenish  Ivmart's  stock  of  Crest  toothpaste  when 
needed.  "This  technology  enables  retailers  to  reduce 
expenses  and  layers  of  management  and  get  the  decision 
making  process  closer  to  the  customer,"  says  lack  Schultz, 
president  of  the  National  Retail  Federation.  "F!\en'body 
in  the  store,  including  the  stockman  and  the  sales  asso- 
ciate, has  information  a\ailable." 

Although   a  few  department  store  chains,  like   l.C. 


Retailing 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

capital 

5-year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Department  stores 

May  Dept  Stores 

19.7          17.8 

10.5 

41.0 

8.2 

3.5 

14.3 

10,3 

10,907 

550 

5,0 

Dillard  Dept  Stores 

16.5          13.8 

10.3 

37.5 

17.2 

14,4 

19.4 

5.8 

4,496 

219 

4,9 

Mercantile  Stores 

12.3            5.9 

6.0 

16.1 

3.6 

8,2 

NM 

-37.8 

2,633 

73 

2,8 

JC  Penney 

12.2            9.4 

7.2 

31.4 

2.0 

7.4 

-7.0 

0.9 

18,393 

439 

2,4 

Strawbridge 

9.6            5.9 

5.6 

45.0 

5.8 

1,9 

-9.8 

60.9 

973 

15 

1,5 

Sears,  Roebuck 

8.9            2.3 

3.6 

55.3 

5.7 

2,5 

NM 

-70,9 

58,238 

347 

0,6 

Neiman  Marcus  Group 

def*          3.9 

7.3 

44.5 

10.5 

5,7 

NM 

D-P 

1,853 

41 

2,2 

Carter  Hawley  Hale 

NE            NE 

def 

171.6 

-5.6 

-5,7 

NM 

D-D 

2,117 

-154 

def 

Federated  Dept  Strs 

NA             NA 

5.1 

44.2 

NA 

-1,5 

NA 

NA 

6,952 

272 

3.9 

Medians 

10.9            5.9 

6.0 

44.2 

5.7 

3.5 

NM 

3.3 

4,496 

219 

2.4 

Apparel 

Gap 

40.4          33.6 

30.7 

8,4 

23.8 

21,1 

27.8 

11,9 

2,834 

229 

8.1 

Limited 

30.0          21.8 

15,9 

30,2 

14.3 

12,6 

15.6 

8,7 

6,572 

412 

6.3       - 

Merry-Go-Round 

25.2          10,3 

9.9 

21,5 

31.8 

14,9 

29.1 

-52,1 

800 

21 

2,6 

Ross  Stores 

20.8          18.8 

15.7 

19,9 

11.9 

11.5 

18.9 

23,8 

1,006 

32 

3,1 

Melville 

19.9          14.9 

15,3 

2,5 

13.4 

4.8 

8.6 

1.6 

10.200 

355 

3,5 

Edison  Bros  Stores 

19.6          15.4 

13.4 

22,0 

9.5 

7.3 

13.lt 

2,5 

1,446 

63 

4.4 

Charming  Shoppes 

17.7          19.5 

18.2 

6.7 

13.6 

15.8 

3.7 

37,6 

1,137 

75 

6,6 

Nordstrom 

17.7          13.6 

10.4 

30,6 

14.4 

7.3 

10.9 

-9,8 

3,331 

128 

3,8 

J  Baker 

16.4          10.4 

8.4 

47,6 

"  26.2 

14,6 

NM 

87,3 

517 

11 

2,1 

Burlington  Coat 

12.6          12.1 

10.6 

25,2 

15.8 

14,4 

7.4 

26,4 

1,025 

31 

3,1 

Genesco 

11.8            4.5 

5.3 

33.3 

NM 

7.8 

NM 

500,0+ 

*514 

7 

1,4 

Brown  Group 

7.4           def 

0.8 

29.7 

3.7 

2,6 

-10.7 

P-D 

1,775 

-4 

def 

US  Shoe 

4.0            3.2 

4.0 

18.5 

6.8 

-2,9 

10.4 

D-P 

2,657 

16 

0.6 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D;  Profit  to 

deficit.    D-2: 

Deficit  to  ze 

ro,    Z-P:  Zero 

to  profit,    c 

ef;  Deficit. 

NA:  Not  availat 

jle,    NE:  N( 

jgative  equity. 

NM:  Not 

meaningful.    *Four-year average.    tThree-year average.    Forfu 

rtfier  explanat 

on,  see  page 

95, 

Sources:  Forbes;  Value  Line  Data  Base  Service  via  Lotus  One  Sou 

rce. 
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The  neighborhood 
pha]*macist 

Back  in  1901,  when 
C^harles  Walgreen  Sr. 
opened  his  first  drugstore 
in  Chicago,  he  would 
phone  customers  and  ask 
about  their  well-being. 
While  Walgreen  chatted 
on  the  phone,  the  store 
porter  \\'ould  knock  at  the 
door  with  the  delixeiy. 
Customers  lo\'ed  it. 

Walgreen  Co.  now  fills 
more  than  118  million  pre- 
scriptions a  year.  So  per- 
sonal service  at  his  grand- 
father's level  isn't  possi- 
ble for  Charles  Walgreen 
III,  the  current  chairman. 
But  Walgreen,  57,  still 
strix'es  to  have  the  firm 
deliver  the  small-town  kind 
of  senice  that  helped 
make  Walgreen  the  biggest 
drugstore  chain  in  the 
countiy.  Its  1,761  drug- 
stores, which  also  earn' 
other  goods  ranging  from 
motor  oil  to  magazines, 
earned  the  company  $22 1 
million  in  the  fiscal  year 
ended  last  August — its 
18th  consecutive  year  of 
record  earnings. 

As  malls  became  a  less 
favorite  shopping  spot  in 
the  1980s,  Walgreen 
sensed  that  people  with 
prescriptions  preferred 
the  convenience  of  picking 
up  their  medicine  near 
their  homes,  without  going 
through  the  hassle  of 
finding  a  pai'ldng  spot. 
Gradualh',  t'he  company 
started  closing  some  mall 
and  strip-center  stores, 
and  began  building  free- 
standing stores  at  busy  in- 
tersections. "This  is  the  fu- 
ture," says  Walgreen, 
who  plans  to^)pen  86  free- 
standing stores  this  year. 

The  company  is  experi- 


menting with  other  for- 
mats, too.  In  1991  it 
opened  si.\  pharmacy-onh' 
stores  in  Evansville,  Ind. 
after  a  successful  test  of 
such  stores  in  a  Chicago 
suburb.  C'alled  RxExpress, 
the  l,500-to-2,000- 
square-foot  stores  addeci  a 
new  convenience:  drive- 
through  windows. 

"The  company  is  an 
excellent  example  of  how  to 
effectively  utilize  tech- 
nology and  react  quickly  to 
consumer  needs,"  says 
Duane  Norris,  a  retail  food 
anci  drug  analyst  with  Sal- 
omon Brothers.  For  in- 
stance, when  Hurricane 


Andrew  ravaged  southern 
Florida  last  August,  the 
Walgreen  store  in  Perrine 
was  totally  destroyed. 
Within  two  days  Walgreen 
had  a  trailer  on-site  with  a 
running  pharmacy. 

Like  eveiy  Walgreen 
outlet,  the  emergency  store 
had  a  satellite  dish  on  top 
that  links  it  to  headquar- 
ters. This  gives  Walgreen 
the  ability  to  fill  prescrip- 
tions at  any  of  its 
branches.  So  if  a  New  York 
customer  is  traveling,  say, 
in  Puerto  Rico  and  needs  a 
refill,  the  local  Walgreen 
can  get  his  medical  histoiy 
via  satellite  and  refill  the 


prescription. 

Walgreen  has  also  been 
responding  to  the  chal- 
lenge of  the  rapidly  grow- 
ing S3  billion  mail-order 
prescription  business.  It 
recently  opened  a  state-of- 
the-art  distribution  cen- 
ter in  Orlando,  Fla.  This  fa- 
cility' will  dispense  as 
many  as  15,000  prescrip- 
tions a  day. 

Says  Salomon  Broth- 
ers' Norris:  "People  like 
Walgreen  say,  'Okay, 
mail  order  is  taking  some  of 
our  business.'  Do  they 
give  up.^  No,  they  go  down 
and  build  their  own  mail- 
order facility. "    -Z.M.  Hi 


Chairman  Charles  Walgreen 

Giving  consumers  what  they  want. 
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RETAILING 


Penney,  Dillaid  Department  Stores,  Nordstrom  and 
Belks,  are  doing  well,  the  tjroup  as  a  whole  continues  to 
lose  market  share — particularly  to  discounters,  tactoiy 
outlets  and  w  archouscs.  Carter  Haw  ley  Hale,  though  out 


of  bankruptcy,  is  still  struggling.  One  exception:  Federat- 
ed Department  Stores,  which  emerged  from  Chapter  1 1  in 
Februan"  1992.  It's  performing  better  than  expected,  and 
has  doubled  its  operating  income  to  S207  million  in  the 


Retailing 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Return  on 
capital 

Sales 

Earnings 

per  share 

5 -year         latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

average       12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company 

%               % 

% 

% 

% 

% 

% 

% 

$mil 

Smil 

% 

Petrie  Stores 

3.5            1.7 

2.1 

15.1 

2.1 

4.1 

-25.2 

35.3 

1,398 

11 

0.8 

AnnTaylor  Stores 

NA            0.3 

3.6 

42.5 

17.7 

4.5 

NA 

-90.0 

454 

2 

0.4 

Filene's  Basement 

NA          17.5 

18.2 

23.6 

13.4 

15.0 

NA 

10.7 

510 

18 

3.6 

TJX  Cos 

NA          13.7 

9.1 

34.8 

14.4 

14.6 

-19.5 

-50.0 

3,063 

39 

1.3 

Medians 

17.7          13.6 

10.4 

23.6 

13.6 

11.5 

8.6 

10.7 

1,398 

31 

3.1 

Consumer  electronics 

Intelligent  Electron 

30.8            8.7 

8.2 

9.2 

140.0 

39.3 

63.6 

-38.0 

2,276 

22 

1.0 

Circuit  City  Stores 

23.5          18.8 

16.8 

15.0 

22.0 

17.6 

12.2 

53.8 

2,963 

86 

2.9 

Good  Guys 

20.2            8.1 

8.9 

0.0 

36.0 

22.2 

38.5 

-36.7 

489 

8 

1.6 

MicroAge 

17.8          11.2 

13.3 

29.7 

39.0 

23.6 

NM 

3.2 

934 

5 

0.5 

Inacom 

15.7          10.3 

8.6 

33.9 

43.4 

79.4 

NM 

44.3 

990 

9 

0,9 

Tandy 

13.9            8.8 

8.3 

12.0 

6.3 

5.7 

-5.3 

-13.8 

4,788 

174 

3.6 

Best  Buy  Co 

9.2            7.7 

7.3 

17.8 

26.1 

47.8 

NM 

27.1 

1.102 

11 

1.0 

InterTAN 

1.9            def 

def 

16.6 

7.6 

3.2 

NM 

P-D 

700 

-52 

def 

CompUSA 

defT        21.7 

18.7 

3.9 

94.7 

51.0 

NA 

D-P 

918 

10 
10 

1.1 
1.0 

Medians 

15.7            8.8 

8.6 

15.0 

36.0 

23.6 

NM 

3.2 

990 

Drug  &  discount 

Pamida  Holdings 

38.0          42.4 

9.5 

93.8 

5.8 

-7.0 

NM 

D-P 

623 

4 

0.7 

Wal-Mart  Stores 

33.2          26.5 

19.2 

29.9 

28.7 

27.7 

28.2 

23.8 

52,029 

1,848 

3.6 

Venture  Stores 

21.6          36.0 

22.3 

33.2 

6.0 

12.5 

NM 

13.2 

1,665 

46 

2.8 

Walgreen 

20.7          20.3 

16.5 

7.9 

11.7 

11.0 

15.7 

12.7 

7.475 

221 

3.0 

ShopKo  Stores 

20.7          15.9 

11.9 

38.2 

12.9 

6.2 

18.2 

3.2 

1,687 

51 

3.0 

Family  Dollar  Stores 

19.7          24.5 

23.0 

0.0 

15.2 

17.1 

17.6 

37.9 

1,159 

56 

4.8 

Arbor  Drugs 

18.8          15.3 

13.5 

9.7 

17.4 

17.2 

22.5 

12.6 

493 

16 

3.3 

Mac  Frugal's  Bargains 

16.8          14.6 

11.3 

22.3 

12.8 

2.9 

-6.5 

16.1 

539 

33 

6.1 

Rite  Aid 

16.7          13.8 

10.7 

29.1 

14.9 

8.6 

3.8 

9.6 

3,908 

130 

3.3 

Longs  Drug  Stores 

16.5          11.7 

11.1 

0.0 

8.2 

2.5 

8.6 

-9.6 

2,457 

52 

2.1 

Dayton  Hudson 

16.3          11.3 

7.7 

59.4 

11.6 

9.7 

10.0 

-18.6 

16,890 

304 

1.8 

Fay's 

15.2          12.4 

8.4 

47.9 

12.3 

12.2 

20.3 

12.7 

884 

11 

1.2 

Genovese  Drug  Stores 

14.6          14.7 

9.5 

36.9 

10.7 

3.8 

18.4 

-1.5 

461 

7 

1.4 

Kmart 

13.9          11.7 

10.2 

36.8 

7.7 

9.0 

NM 

3.6 

37,089 

885 

2.4 

Medco  Containment 

12.5          17.6 

15.8 

27.9 

43.1 

35.6 

40.5 

45.9 

1,956 

108 

5.6 

Dollar  General 

12.3          19.5 

18.4 

18.6 

5.2 

22.3 

36.9 

62.9 

872 

31 

3.6 

Fred  Meyer 

10.6          13.4 

9.6 

35.1 

10.0 

7.5 

7.0 

27.6 

2,787 

52 

1.9 

Woolworth 

10.3            def 

0.3 

14.5 

9.4 

1.2 

NM 

P-D 

9,963 

-13 

def 

Drug  Emporium 

10.1            def 

def 

55.2 

25.1 

7.9 

NM 

P-D 

755 

-4 

def 

Consolidated  Stores 

7.5          17.8 

14.8 

20.8 

11.2 

19.1 

-10.4 

200.0 

875 

31 

3.5 

BigB 

6.1          10.9 

9.1 

32.2 

20.5 

2.4 

NM 

39.5 

496 

8 

1.6 

Pacific  Enterprises 

1.9            def 

def 

49.8 

5.8 

-42.2 

NM 

P-D 

3,815 

-740 

def 

Perry  Drug  Stores 

def          10.0 

6.8 

60.2 

-1.0 

5.6 

NM 

500.0+ 

673 

5 

0.8 

Jamesway 

def           def 

2.6 

46.7 

7.5 

-1.6 

NM 

D-D 

893 

-1 

def 

Rose's  Stores 

def           def 

def 

42.8 

3.8 

-6.5 

NM 

D-D 

1,371 

-35 

def 

Ames  Dept  Stores 

def            NE 

def 

500.0+ 

12.0 

-14.2 

NM 

D-D 

2,680 

-262 

def 

Hills  Dept  Stores 

def            NE 

9.5 

181.2 

7.0 

-4.9 

NM 

D-P 

1,715 

22 

1.3 

Caldor 

NA          18.0 

11.7 

63.7 

5.7 

9.6 

NA 

290.9 

2,014 

29 

1.5 

Hook-SupeRx 

NA         70.2 

10.3 

91.8 

19.1 

7.0 

NA 

266.7 

2,135 

16 

0.7 

Value  City  Dept 

NA          26.8 

22.7 

8.1 

17.8 

12.9 

NA 

22.5 

662 

30 

4.5 

Medians 

13.9          14.2 

10.3 

35.9 

11.4 

7.7 

-6.5 

13.0 

1.676 

30 

1.8 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit.    P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  zero.    Z-P;  Zero  to  profit,    c 

ef:  Deficit. 

NA:  Not  availat 

)le.    NE:  Nf 

igative  equity. 

NM:  Not 

meaningful.    "Four-year  average.    ^ 

Three-year  average.    For  fu 

rther  explanation,  see  page  95. 

Sources:  Forbes:  Value  Line  Data  Bai 

e  Service  via  Lotus  One  Sou 

rce. 
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first  three  quarters  of  last  year.  Some  specialty'  stores,  like 
1,1  the  Gap,  are  also  starting  to  lose  market  share  to  the 
diseounters. 

Catalog  retailers  sueh  as  Spiegel  and  Fingerhut — whieh 


can  target  speeific  customers  through  sophistieated  mailing 
programs — are  growing  at  twice  the  pace  of  the  retailing 
industn'.  But  don't  be  surprised  if  there  are  soon  too  many 
catalog  houses  chasing  after  too  few  customers.  ^ 


Retailing 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

^  \^^^^^^O^^^m 

Return  on  equity 

Sales 

Earnings 

per  share 

Return  on 

capital 

..^jnQ^^HB  ' 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

'•^^B^ 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

Company  ^^^^^" 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Home  improvement 

Home  Depot 

28.2 

18.6 

17.6 

27.7 

38.3 

36.8 

44.4 

35.2 

6,629 

333 

5.0 

Waban 

17. 5t 

10.5 

9,7 

31.7 

24.9 

17.7 

NA 

60.3 

3,157 

41 

1.3 

Hechinger 

8.4 

def 

def 

30,7 

22.7 

16,2 

-10.3 

P-D 

1,811 

-31 

def 

Lowe's  Cos 

8.1 

4.4 

4.8 

22,4 

5.7 

24,3 

-23.3 

-46.7 

3,646 

29 

0.8 

Grossman's 

7.0 

2.8 

4,2 

24,6 

-5.7 

2,2 

NM 

D-P 

829 

4 

0.5 

Medians 

8.4 

4.4 

4.8 

27.7 

22.7 

17.7 

-16.8 

35.2 

3,157 

29 

0.8 

Home  shopping 

Service  IVIerchandise 

40.9 

77.4 

18.0 

86.6 

6.6 

3,4 

20.1* 

17.1 

3,532 

84 

2.4 

Lands'  End 

29.7 

25.8 

25.0 

1.3 

21.0 

12,9 

7.2 

47.5 

724 

33 

4,5 

Biair 

29.5 

23.4 

23.4 

0.0 

7.2 

0.3 

13.0 

1.4 

490 

33 

6,8 

Spiegel 

14.3 

3.6 

4.3 

57.5 

16.9 

1.3 

-12.1 

-59.7 

2,063 

16 

0,8 

Home  Shopping 

9.5 

22.6 

13.4 

47.7 

14.1 

1.8 

NM 

D-P 

1,098 

37 

3.4 

QVC  Network 

6.6 

13.4 

12.2 

23.8 

NM 

13,5 

NM 

33,3 

1,010 

46 

4,6 

Horn  &  Hardart 

def 

NE 

def 

500.0+ 

9.1 

-0,6 

NM 

D-D 

602 

-49 

def 

cue  International 

NE 

NA 

55.2 

50.5 

27.4 

15,3 

NM 

-8.2 

689 

33 

4.7 

Fingerhut  Cos 

NA 

13.0 

11.9 

23.9 

8.9 

7.5 

NA 

2.0 

1,520 

53 

3,5 

Medians 

11.9 

18.0 

13.4 

47.7 

9.1 

3.4 

NM 

2.0 

1,010 

33 

3.5 

Specialty  retailers 

Blockbuster 

34.3 

23.5 

21.2 

16.4 

112.3 

32,4 

69.0* 

34,6 

1,054 

126 

12,0 

Sotheby's  Holdings 

32.4 

4.4 

4.4 

0.0 

NM 

-7,7 

NM 

-44,7 

229 

11 

4,7 

AutoZone 

32.3 

28.4 

29.2 

2.3 

23.2 

22,5 

81.4 

32,8 

1,002 

63 

6,3 

Tiffany 

28.4 

9.4 

8.1 

19.1 

23.1 

-0,4 

28.3 

-45,5 

483 

19 

4,0 

Jostens 

27.7 

19,1 

17.2 

12.6 

10.2 

3.3 

NM 

-8.2 

889 

59 

6.7 

CPI 

24.0 

14.2 

13.9 

0.2 

9.6 

15.0 

22.4 

-28.2 

440 

23 

5.2 

Trans  World  Music 

23.7 

11.9 

10.9 

19,7 

25.3 

11.9 

10.1 

14.0 

436 

11 

2.5 

Price  Co 

20.6 

16.7 

11.3 

38.5 

17.4 

10.9 

11.6 

-2.6 

7,320 

129 

1.8 

Toys  'R'  Us 

19.3 

14.3    * 

'     12.6 

20.4 

20.3 

13.7 

17.2 

12.1 

6,464 

355 

5,5 

Costco  Wholesale 

17.9 

15.7 

16.2 

0,1 

36.4 

22.5 

77.3 

25.7 

6,500 

113 

1.7 

Pier  1  Imports 

14.6 

14.2 

11.0 

48,6 

18.3 

2.9 

NM 

99.8 

598 

25 

4.1 

Fabri-Centers  of  Amer 

13.9 

4.9 

5.3 

44,7 

14.1 

27.9 

39.6t 

-56.3 

568 

7 

1.2 

House  of  Fabrics 

13.5 

9.3 

8.9 

3.4 

8.6 

30.5 

20.9 

-7.7 

547 

17 

3.1 

Michaels  Stores 

13.1 

13.2 

15.1 

0.0 

28.6 

14.1 

16.3 

68.2 

436 

15 

3.4 

Pep  Boys 

12.5 

12.8 

9.6 

26.6 

16.1 

16.1 

4.7 

35.9 

1,127 

52 

4.6 

Musicland  Stores 

12.0t 

22.3 

13.2 

50.1 

16.5* 

11,6 

NA 

500.0-H 

988 

16 

1,6 

Smart  &  Final 

11.8 

14.2 

13.8 

1,9 

14.3 

12,8 

NM 

341.7 

731 

14 

1,9 

Office  Depot 

10.7' 

10.2 

10.4 

1,4 

NM 

39,9 

25.9t 

142.2 

1,596 

32 

2,0 

Staples 

8.1t 

7.6 

6,8 

37,5 

85.2 

78.3 

NM 

295.7 

807 

12 

1,4 

Egghead 

5.7 

9.4 

9.5 

0,8 

48.6 

13.2 

NM 

-25.7 

672 

13 

1,9 

General  Host  ,.- 

4.5 

6.7 

6,5 

59.5 

NM 

2.5 

NM 

3.6 

531 

10 

2.0 

Getty  Petroleum 

4.3 

def 

2.2 

51.7 

2.5 

-14.8 

NM 

D-D 

1,048 

-5 

def 

Dart  Group 

3.3 

2.7 

5.8 

20.9 

31.0 

7.4 

-36.8t 

70.2 

1,223 

8 

0.6 

Lionel 

def 

NE 

def 

401.5 

3.4 

-18.5 

NM 

D-D 

312 

-101 

def 

Jenny  Craig 

NA 

121.6 

65.7 

0.0 

65.9 

5.5 

NA 

4.7 

455 

42 

9.3 

Kohl's 

NA 

17.3 

NA 

61.4 

NA 

16.6 

NA 

7,1 

1,006 
769 

17 

1.7 

Medians 
Industry  medians 

13.7 

13.0 

10.9 

19.4 

17.4 

13.0 

10.1 

9.6 

17 

2.3 

2.1 

13.9 

12.4 

10.0 

29.1 

13.4 

9.6 

-6.5 

11.3 

1,102 

29 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

t  to  profit. 

P-D:  Profit  to 

deficit.    D-Z: 

Deficit  to  ze 

ro,    Z-P:  Zero  to  profit,    c 

ef;  Deficit. 

NA:  Not  availa 

Die     NE:  N( 

>gative  equity. 

NM:  Not 

meaningful.    'Four-year  average.    i 

Three-year  average.    For  fu 

rtfier  explanation,  see  page 

95. 

Sources:  Forbes;  Value  Line  Data  Ba. 

;e  Service  via 

Lotus  One  Sou 

rce. 
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Transport 


In  1992  business  was  pretty  bad  for  railroads  and 
maritime  companies.  Truckers  started  to  recover,  but 
they  will  soon  face  new  government  regulations. 

By  Warren  Midgett 


Trucking  picked  up  a  bit  last  year,  with  total  tonnage  rising 
about  6.4%  oxer  1991.  A  revi\'ing  economy  should  keep 
the  recover)'  going  this  year,  but  w  atch  out  tor  roadblocks 
in  1994. 

New  trucking  equipment  must  reduce  diesel  emissions 
to  meet  the  new  standards  of  the  Clean  Air  Act.  New 
trucks  will  cost  more  to  buy  and  maintain.  In  addition, 
refiners  are  required  to  produce  cleaner  diesel  fuel  with  a 
lower  sulfur  content.  It's  estimated  the  new  fuel  will  cost  4 


to  7  cents  more  a  gallon,  which  is  expected  to  mean 
SI, 000  a  year  in  extra  fuel  costs  per  truck.  Other  rules,  if 
passed,  will  set  limits  on  the  number  of  consecutive  hours  a 
truck  dri\'er  can  spend  on  the  road.  Companies  like 
Roadwax'  Senices,  with  its  well-structured  relay  system 
(sec  box)^  won't  be  adversely  affected  by  the  new  rules.  It's 
not  clear  how  they  could  affect  long-haul  shippers  such  as 
I.B.  Hunt  Transport  and  Werner  Enterprises. 

But  the  industry'  is- also  beginning  to  reap  the  economic 


Transport 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Company 

Return  on  equity 

5-year         latest 
average       12  mos 

%               % 

Return  on 
capital 

latest          Deby 
12  mos       capital 

%               % 

Sales 

5-year         latest 
average       12  mos 

%               % 

Earnings  per  share 

5-year         latest 
average       12  mos 

%              % 

latest 

12  mos 

$mil 

latest 

12  mos 

$mil 

latest 
12  mos 

% 

Railroads    ' 

Union  Pacific 

Norfolk  Southern 

Kansas  City  Southern 

CSX 

Burlington  Northern 

10.6          17.2 
7.6            2.3 
7.5          12.8 
6.5            def 
5.9          20.0 

9.1  38.3 
1.5            18.4 

10.0           31.9 
def           38.5 

8.2  42.6 

2.5  2.0 
2.3             1.4 

3.6  20.9 

4.7  2.6 
3.0             2.1 

-33,8-       500. 0-H 

19.6         -80.1 

NM           38.6 

NM             P-D 

NM             DP 

7,179 
4,535 
703 
8,765 
4,626 

720 

75 

60 

-488 

231 

10.0 
1.7 
8.6 
def 
5.0 

def 

def 

def 

13.8 

Consolidated  Rail 
Santa  Fe  Pacific 
Chicago  &  N  Western 
Illinois  Central 

1.0*          def 
deft         def 
NA            NE 
NA          28.6 

def           32.4 

0.7           44.5 

4.4           75.0 

13.4           45.0 

0.7             2.7 

1.4             7.9 

1.4'            1.5 

-3.1             0.7 

NM             P-D 
NM             P-D 
NA              NA 
NA           13.6 

3,335 

2,489 

982 

541 

-186 
-71 
-23 

74 

Medians 

6.5            2.3 

4.4           38.5 

2.3             2.1 

NM         -33.3 

3,335 

60 

1.7 

Trucking  &  shipping 

Alexander  &  Baldwin 
JB  Hunt  Transport 
Roadway  Services 
Yellow  Freight  Sys 
Overseas  Shipholding 

22.1          11,9 

19.0          16.5 

14.8          16.5 

9.3            7.1 

7.6            5.0 

8.2           41.3 
9.5           36.9 
15.7              0.0 
6.1            15.0 
5.1            40.1 

6.3             1.7 

28.5           24.8 

14.0           13.5 

7.3           -2,9 

8.0           -3.6 

NM             0.0 
5.3           29.7 

17.1  20.2 
-11.9           -6.6 

12.2  -27.7 

722 

865 

3,496 

2,279 

399 

88 
35 
147 
36 
38 

12.2 
4.1 
4.2 
1.6 
9.5 

TNT  Freightways 
American  President 
Carolina  Freight 
Consol  Freightways 
Preston 

7.6            8.7 
3.9          15.9 
2.5            def 
def           def 
def           def 

6.5            11.7 
9.9           39.0 
1.4           39.0 
2.7           29.0 
def           54.2 

28.2              NA 
10.1             3.7 

5.9             3.5 
16.7           -3.0 

6.7             0.5 

15.5              NA 

NM           62.6 

-40.5             P-D 

NM             D-D 

NM             P-D 

759 
2,504 

789 
4,038 

573 

19 
79 
-1 
7 
-8 

2.5 
3.2 
def 
0.2 
def 

Medians 

7.6            7.9 

6.3           38.0 

9.0             1.7 

-26.2           -6.6 

827 

36 

2.8 

Air  freight 

Air  Express  intI 
Harper  Group 
Airborne  Freight 
Federal  Express 
Pittston 

28.0          26.8 

14.5  2.4 

11.6  1.1 
2.1            def 
0.7            def 

21.4            14.7 

2.4  16.8 

2.5  53.2 
def           52.0 
def           25.1 

13.4           11.7 
21.0           -5,3 
21.2             9.5 
21.0           -0.1 
10.2             4.7 

22.8           37.0 

13.6         -81.6 

19.4         -86.6 

NM             D-D 

NM             P-D 

662 

433 

1,451 

7,589 

2.019 

18 

4 

6 

-119 

-34 

2.7 
0.9 
0.4 
def 
def 

Medians 

11.6            1.1 

2.4           25.1 

21.0             4.7 

13.6         -86.6 

1.451 

4 

0.4 

Industry  medians 
All-industry  medians 

7.5            3.7 

4.8           38.4 

7.0             2.1 

NM         -53.9 

1,735 

19 

1.6 

12.2          10.7 

8.8           31.2 

8.1             3.4 

-22.7             7.6 

1,383            43 

3.0 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit.    D-Z:  Deficit  to  zero.    Z-P:  Zero  to  profit,    def;  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not 
meaningful.    *  Four-year  average.    tThree-year  average.    For  furttier  explanation,  see  page  95. 
finurrps-Fnrbfi'i-Valiipl  inp  Data  Ra'ip^fimrR  via  LntiiK  One  Source.                                       ^      - 
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The  1993 
pony  express 

Over  the  past  ten  years, 
rate-cutting  in  the  trucking 
industiy  has  sprawled  ca- 
sualties all  over  the  high- 
ways. But  $3.5  billion 
(revenues)  Akron,  Ohio- 
based  Roadway  Services, 
Inc.  has  emerged  as  the  na- 
tion's most  profitable 
publicly  helcl  trucker.  It  had 
net  income  of  $147  mil- 
lion last  year,  four  times  the 
industr}'  median. 

"What  we  had  to  learn 
through  some  expensive 
tuition  in  the  1980s  was 
how  to  become  a  customer- 
focused,  market-driven 
company  while  retaining 
our  old  skills,"  says  Jo- 
seph M.  Clapp,  Roadway 
chairman  and  president. 

The  company's  core 
business  is  its  Roadway  Ex- 
press subsidiarx',  which 
uses  a  hub  system  to  move 
long-haul,  less-than- 
truckload  shipments 
through  more  than  600 
terminals  in  all  50  states. 

On  a  typical  1,000- 
mile  haul,  a  shipment  may 
be  rela\'ed  three  times  as 
fresh  dri\'ers  pick  up  the 
load.  A  sort  of  modern 
pony  express.  Most  of  the 
drivers  return  to  their 
home  base  each  night. 


Joseph  Clapp, 
chairman  of 
Roadway  Services 
Success  through 
operational 
competence  and 
conservative 
financial 
management. 


The  result  is  low  driver 
turnover.  "Pretty  close  to 
zero,"  says  Alex.  Brown 
&  Sons  analyst  John  Lar- 
kin,  "versus  about  5%  for 
the  rest  of  the  LTL 
industry'." 

Once  a  family-owned 
business.  Roadway  was 
founded  in  1930  by 
brothers  Galen  and  Carroll 
Roush.  At  the  time,  the 
company  had  only  ten  dri\'- 
ers,  hauling  freight  to  just 
three  states.  The  company 
went  public  in  1956  after 
Carroll  decided  to  sell  his 
interest  in  the  company. 
Clapp,  56^who  started  as 
an  employee  relations 
manager  in  1967,  helped 
build  Roadway  into  a 
strong  national  carrier  with 
38,000  employees  and 


over  30,000  trucks. 

One  of  Roadway's 
more  successful  ventures: 
its  $1  billion  (estimated 
revenues)  Roadway  Pack- 
age System,  which  now  is 
second  only  to  United  Par- 
cel Service  in  2-to-4-day 
small  package  deliveiy.  The 
di\'ision  has  224  termi- 
nals in  44  states.  Alex. 
Brown's  Larkin  figures 
the  unit  earned  $73  million 
last  year. 

Acquisitions?  To  ex- 
pand its  Viking  Freight 
subsidiary',  in  1991  Road- 
way bought  part  of  the  as- 
sets of  Oregon  Freight- 
ways  anti  Peters  Truck 
Lines,  fortifying  its  position 
in  the  Pacific  Northwest. 
Last  year  it  bought  Cole's 
Express  of  New  England. 


And  in  November  the  com- 
pany made  an  offer  for 
Central  Freight  Lines  of 
Waco,  Tex.,  a  carrier  that 
sen'es  all  of  Texas  and  five 
other  Sunbelt  states. 
With  Mexican  partners. 
Roadway  two  years  ago 
became  the  first  LTL  carrier 
to  establish  Mexican  op- 
erations— a  move  Clapp 
sees  gix'ing  the  carrier 
a  leg  up  as  free  trade 
develops. 

Clapp  believes  in  con- 
senative  financial  manage- 
ment: The  company  is 
virtually  debt- free  and  sits 
on  some  $309  million  in 
cash.  Roadway  has  good 
reason  to  feel  it  has  the 
highway  to  itself  Just  like 
the  pony  express. 


rewards  of  advanced  communications  technology'.  One 
example:  satellite-based  communications  systems  that  let 
drixers  contact  their  headquarters  without  using  a  tele- 
phone. Tltc  parent  company  can  monitor  each  truck's 
location  and  speed.  Schneider  National,  a  large  private 
carrier,  became  the  first  company  to  broadly  adopt  such  a 
system.  Other  carriers  have  followed  their  lead. 

How  about  the  railroads.^  With  improvements  in  grain 
and  automotive  rail  freight  actixity,  the  nation's  rails 
posted  a  1%  gain  in  carloadings  and  a  7%  gain  in 
intermodal  shipping  through  November  of  last  year, 
compared  with  the  year-earlier  period.  But  the  industrx^'s 
profitability  is  still  declining.  Profit  margins  fell  by  4.3 
points  for  the  median  companies.  And  latest  12 -month 
earnings  per  share  dropped  27  percen:.ige  points  from 


the  year-earlier  period. 

Last  June  sexeral  lines  were  hit  by  a  two-day  strike  over 
wages  and  work  rules.  Congress  ordered  workers  back  to 
the  trains.  The  latest  labor  agreements  gi\'e  the  railroads 
more  flexibility  in  reducing  locomotixe  crews  to  two 
workers.  Emplox'ees  also  ha\'e  to  shoulder  a  little  more  of 
their  benefit  packages.  Eventually,  the  agreement  should 
help  the  carriers'  profitability'. 

Last  x'car  a  few  of  America's  biggest  maritime  shippers — 
American  President  Lines,  Sea- Land  Ser\'ice  and  Mer- 
chant Marine  Unions — unsuccessfully  attempted  to  get 
Congress  to  pass  a  bill  to  reform  U.S.  shipping  laws. 
Among  the  requested  changes:  tax  treatment  on  a  par  with 
that  of  foreign  nations  and  safety  standards  more  in  line 
with  those  of  foreign-flagged  vessels.  ^M 
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Carl  Icahn  is  out. 

Can  Al  Checchi  and  Gary  Wilson 

be  far  behind? 


By  William  Heuslein 

All  told,  a  year  of  bad  news.  Matching  their  dismal  1991 
performance,  the  airlines  lost  another  $2  billion  last  year, 
bringing  the  three-year  red  ink  total  to  a  staggering  $8 
billion.  Three  big  carriers — Continental,  TW.\  and  America 
West — are  operating  under  Chapter  1 1  bankruptcy  pro- 
tection; others  may  join  them. 

A  blood\'  summer  fore  war  and  just  too  man\'  planes  to 
fill  up  w ith  traxelers  proxed  to  be  the  carriers'  undoing. 
Filling  up  empty  seats  with  discount  fores  doesn't  help  if 
packed  planes  are  still  flying  at  a  loss. 

Rational  pricing  remained  elusi\'e.  American  i\irlines 
boss  Robert  CrandalPs  bold  experiment  in  a  simplifled 
four-tier  pricing  structure  was  a  bust:  Rampant  fore  under- 
cutting by  competitors  did  it  in.  AMR  Corp.,  the  parent  of 
American,  will  probably  post  record  losses  in  1992.  Late 


last  year  nearly  600  of  American's  managers  got  the  ax. 

At  year's  end,  tw.a's  C'arl  Icahn  finally  reached  a  tenta- 
tixe  deal  with  the  government's  Pension  Benefit  Guarantx 
Cx:)rp.  In\estor  Icahn — who  was  potentially  liable  for 
about  SI  billion  in  pension  costs — bows  out  after  se\en 
years  of  o\\  nership.  Icahn  agreed  to  lend  TWA  $200  million 
and  guarantee  as  much  as  S240  million  in  pension  pa\'- 
ments  oxer  eight  years.  Pending  approxal  by  the  federal 
bankruptcy  court,  Icahn  xxould  give  up  all  his  holdings  in 
T\\'.\;  the  reorganized  carrier  xxould  be  oxxned  bx'  its 
employees  and  former  creditors. 

Financially  strapped  Northxxest  Airlines  canceled  a  S3. 5 
billion  order  for  Airbus  Industrie  jets  and  delayed  delix  cry 
of  S2.7  billion  of  Boeing  jets.  As  part  of  a  S2.2  billion 
reflnancing  program  of  loans  and  saxings,  Northxxest's 
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Ohio  newspaper  prepares  for  future 
with  state-of-the-technology  plant. 

Unable  to  expand  at  its  downtown  Cleveland  location,  The  Plain  Dealer, 
Ohio's  largest  newspaper,  chose  to  move  its  printing  operations  to  a 
satellite  production  plant. 

Strategically  located  at  suburban  Brooklyn,  near  major  highways  and 
railroads,  The  Plain  Dealer's  450,000-square-foot  production  plant  will 
house:  printing,  paper-handling,  mailroom,  packaging  and  distribution 
systems. 

At  the  heart  of  the  operation  will  be  four  state-of-the-technology 
presses,  housed  in  a  seven-story  section  of  the  plant. 

They  will  provide  better  reproduction  of  editorial  and  advertising  content, 
aftd  more  color  throughout  the  newspaper. 

Editorial  and  advertising  copy  will  continue  to  be  prepared  in  downtown 
Cleveland  and  then  instantaneously  transferred  to  the  Brooklyn  plant. 

This  will  augment  The  Plain  Dealer's  already  strong  capability  to  publish 
late-breaking  news  and  sports  reports. 

Advanced  technology  will  make  possible  greater  coverage  of  local 
areas  on  a  zone-by-zone  basis. 

Sophisticated  systems  will  increase  the  newspaper's  capacity  to  insert 
special  sections  targeted  to  specific  reader  groups. 

The  Austin  Company  was  commissioned  to  design,  engineer  and 
construct  The  Plain  Dealer's  production  plant. 

Austin's  Facility  Location  Department  assisted  The  Plain  Dealer  in 
evaluating  potential  sites  for  the  new  plant. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
Phone:  (216)  382-6600.  Facsimile:  (216)  291-6684.  Offices  in  principal 
cities  worldwide. 
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suppliers  and  lenders — including  big  shareholder  klm 
Royal  Dutch  Airlines — are  pumping  S250  million  worth 
of"  loans  into  Northwest.  Dealsters  Alfred  Checchi  and 
Ciary  Wilson  axoided  C'hapter  1 1  and  bought  some  time. 

Iwo-time  bankrupt  (x)ntinental  Airlines  drew  bids 
from  a  number  of  prominent  suitors.  The  S450  million 
w inner — subject  to  government  anci  court  approval — was 
the  team  of  Air  C'.anada,  run  by  former  Continental  head 
Hollis  Harris,  and  Robert  Bass'  former  dealmaker  Da\  id 
Bonderman  and  his  Air  Partners. 

USAir  is  still  awaiting  the  U.S.  go\crnment's  decision 
on  whether  to  allow  British  Ainvays  to  invest  S750  million 
in  the  American  airline  for  44%  of  total  equit}'.  If  the  deal  is 
rejected,  USAir  might  be  forced  to  file  for  Chapter  1 1. 

Meanw  hile.  Delta  Air  Lines  is  losing  big  money  on  the 
European  routes  it  acquired  from  Pan  Am.  The  rating 
agencies  ha\e  put  Delta  on  credit  watch.  For  the  first  time 


ever,  the  airline  is  considering  cutting  wages.  United's 
startup  in  Latin  America — routes  bought  from  Pan  Am — 
was  a  drain  on  earnings. 

How  about  this  year.'  Says  First  Boston  analvst  Paul 
Karos:  'The  biggest  issue  facing  the  industn,-  in  1993  is 
that  we  are  most  likely  not  going  to  see  any  large  supph' 
reductions.  It  looks  like  all  the  Chapter  1 1  airlines  will 
continue  to  tl\'.  So  it's  going  to  be  ver\'  difficult  for  the 
large  airlines  to  make  any  sizable  amount  of  mone\'." 

Meanw  bile,  the  hotel  business  continues  to  suffer  from 
a  se\'ere  oxersupply  of  rooms.  Demand  has  picked  up,  but 
prices  ha\e  not.  Occupancy  rates  w ere  under  63%  last  year. 

Marriott  Corp.  planned  to  split  up  its  hotel  manage- 
ment operations  and  property  assets  into  two  separate 
companies,  with  its  problems  concentrated  in  one.  But 
bondholders  are  less  than  pleased  with  this  proposal  and 
ha\e  filed  suit.  ^M 


Cost 
containers 

Circus  Circus  Enterprises 
may  mimic  Walt  Disney  but 
it's  certainly  no  Mickey 
Mouse  operation. 

The  Ne\ada  hotel  and 
gaming  company  was  early 
in  identif\'ing  the  market 
for  theme-based  casino-re- 
sorts for  low-  and  middle- 
income  gamblers.  Recog- 
nizing and  exploiting 
that  niche  helped  put  both 
its  chairman,  W^illiam 
Bennett,  and  his  partner, 
William  Pennington,  on 
The  Forbes  Four  Hundred. 

Bennett  and  his  team 
are  major  forces  dri\ing  the 
market  change  going  on 
in  Las  Vegas  these  days.  No 
more  simple  hotels  sitting 
on  top  of  casinos  offering 
just  gaming  machines 
and  tables.  Replacing  the 
box -on -top -of- box  look 
is  the  so-called  spectacle 
property — to  draw  both 
the  gambler  and  the  xaca- 
tion  tra\eler. 

Says  analyst  John  Rohs 
ofWertheim  Schroder, 
"That's  where  the  action 
is  today.  You'xe  got  to  en- 
tertain with  more  than 
gaming.  The  properties 
that  don't  have  anything 


particularly  exciting  to  offer 
people  are  the  ones  that 
are  losing  market  share." 

Among  Circus'  specta- 
cles: Excalibur,  the  huge, 
two-year  old,  $290  mil- 
lion hotel  and  casino  styled 
as  a  medieval  castle, 
where  jousting  knights  en- 
tertain gamblers  w  ho 
come  to  play  the  one- 
armed  bandits.  E\'en  with 
4,032  rooms,  Excalibur 
maintains  a  near- 100% 
occupancy  rate. 

Rising  out  of  the  desert 
and  opening  come  autumn: 
Luxor,  a  30-stor\'  Eg>'p- 
tian-motif  pxramid 
casino/hotel  theme  park 
with  a  $300  million  price 


tag,  complete  with  a  re- 
production of  King  Tut's 
tomb  and  the  Ri\er  Nile. 
With  90,000  square  feet  of 
casino  space  to  boot. 

Opening  this  summer: 
the  S75  million  Grand  Slam 
Canyon — replete  with 
river  rides  and  a  roller 
coaster — adjacent  to  the 
company's  flagship  Circus 
Circus- Las  Vegas. 

That  kind  of  attraction 
is  helping  transform  Las 
Vegas  into  more  of  a  fam- 
ily destination  resort.  And 
customers  are  respond- 
ing. During  last  summer's 
airfare  w  ar.  Las  Vegas  was 
the  number  one  destina- 
tion booked  bv  tra\'elers. 


Low  expenses  allow  Circus 
to  keep  its  prices  low.  It 
doesn't  ply  \isitors  with  the 
extravagancies  usualh'  as- 
sociated with  Las  Vegas. 

Result:  1992  earnings 
per  share  are  estimated  at 
S2.19,a  19%  increase 
during  a  sluggish  economy. 

"The  future  of  this  in- 
dustiy  is  the  middle-in- 
come market,"  says 
Glenn  Schaeflbr,  president 
and  chief  financial  officer. 
So  Circus  leaves  the  high 
rollers  to  its  competitors. 
But  that  strategy  hasn't 
hurt  either  its  perfor- 
mance or  its  reputation  for 
tight  control  of  oxer- 
head.  -W.H.  H 


H 

p^O 

Circus  Circus'  Glenn  Schaeffer  (left)  and  William  Bennett;  Excalibur  in  Las  Vegas 
Aggressively  marketing  spectacle  casino/hotels  for  the  middle  class. 
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No  ONE  HELPS  YOU 


KEEP  IN  TOUCH  MORE  THAN  WE  DO 


Toshibo  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  makejiotebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  can  imogine. 

For  instance,  our  new  T4400C  has  on  incredibly  fast  i486™DX 
microprocessor  with  200MB  hard  drive  or  i486™SX  with  1 20MB  hard  drive, 
three  hour  battery  life,  and  the  newest  9.5"  active  matrix  color  TFT-LCD  screen 
that  con  simultaneously  display  256  colors  ot  full  640x480  resolution. 
It's  the  most  powerful  color  notebook  ovoiloble  to  control  information  and 
improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  con  keep 
in  touch  with  a  few  other  important  ports  of  your  life.  Your  family,  friends... 

In  Touch  with  Tomorrow 

TOSHIBA 

For  moie  infoimotion  wiiteJoshibo  Americo  Inlotraotion  Syslcms,lnc.,?740  Irvine  Blvd. .Irvine,  CA  9271B  or  mil  1-800-457-7777,  r486  is  o  trndemork  of  Intel  Corp 


Customer  relationships 
come  naturally  to  us. 


A  natural 
phenomenon  is 
occurring  at  Japan's 
oldest    and'  best- 
established  bank.  We've 
changed  our  name  to  Sakura 
Bank,  and  burst  forth  with  even 
greater  commitment  to  customers. 
Service  is  second-nature.  We've  been 
building  partnerships  with  all  types  of 
business    for    more  .than    300    years. 
Healthy,  vital,  thriving.  That's  why  we 
looked,  to  the  Sakura  cherry  blossom  for  our 
new  name.  Japan's  enduring  symbol  of  growth  and 
prosperity  is  a  natural  way  to  show  what  we've  been  doing 
all  along.  Expert  advice  to  help  your  ideas  bear  fruit.  We 
know  each  business  is  different,  each  customer  has  individual 
needs.  Our  people  work  closely  with  you  to  understand  the 
specifics,  and  then  tailor  just  the  right  mix  of  flnancial  products 
and  services.  Basic  instinct,  backed  up  with  years  of  experience. 
Now  flourishing  worldwide,  Sakura  Bank  has  over  100  offices  in 
31  countries,  plus  more  than  600  locations  in  Japan  (the  largest 
domestic  banking  network).  We're  No.  3  worldwide  in  total 
assets,  and  a  world  leader  in  corporate  and  commercial 
banking    with    substantial    bond    issues    and    M&A 
transactions.  Sakura  Bank  has  a  natural  attraction 
for   any    business   that's   ready   to   blossom, 
because  for  us  growth  is  simply 


itlOHi 

leiu 
ilenc 
Itbe 
henf 
issen 
Ddtt 
Aitb 
19J 
Del 
lied 
lest! 
lited 

in 

tans 
loui: 
m 

.  llOllI! 

10  ai 


npol 


1 


We've  Changed  Our  Name,  But  Not  Our  Nature. 


L  SAKURA  BANK 

( Formerly  MITSUI  TAIYO  KOBE ) 


t 


/4»nfrifasOiraion.W  Park  Avenue.  8lh  Root,  New  Yotk.  NY  10022,  U.S.A.  Tel:  (2 1 2)  T'iWi.VX)  ,,   -,,  ^,„,i,i 

Asia  and  Oceania  Division  1  -2  Yurakucho  I  -chomc,  Oiiyoda-ku.  Tokyo  1 00,  Japan  Tel:  m)  .150  Mil  I /Europe,  MiMe  liasl  and  Africa  DinsUm  <  Iniural  ami  I  si  I1(k«.  h  HnKuliulc.  Umilon  IX  2M  JRQ.  I  Inilal  Kinploin  lcl:(/l)ftw  <ni 
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I    A    lith  the  end  of  the  Cold 
H  f  M  f  War  economic  concerns 
Bf  Ml  have  achieved  a  new 
■f     V   preeminence  as  we 
W      ■    approach  the  21st 
mtury.  This  serves  to  underscore 
le  growing  importance  of  Japan's 
le  in  the  world.  For  the  United 
ates,  the  importance  of  our 
lationship  with  Japan  was 
9ver  in  question.  The  future 
lallenges  both  nations  face 
ad  the  uncertainties  inherent 
1  the  new  world  situation  make 
essential  to  preserve  and  ex- 
and  this  vital  relationship. 

At  the  Tokyo  Summit  in  Janu- 
ry  1992,  President  Bush  and 
rime  Minister  Miyazawa  reaf- 
rmed  our  convergence  of  in- 
irests  and  committed  the 
nited  States  and  Japan  to  a 
oily  global  partnership.  That 
leans  harnessing  the  power 
f  our  nations  to  the  many  pur- 
oses  we  share.  Already  exam- 
les  of  cooperationbetweenthe 
'nited  States  and  Japan 
bound  in  areas  as  wide-rang- 
ig  as  space  exploration,  the 
•revision  of  official  assistance, 
ne  pursuit  of  parallel  policies 
n  political  and  security  issues, 
nd  the  improvement  of  the 
multilateral  trading  system. 

As  the  world's  two  most 
owerful  economies,  our  nations 
Seal  special  responsibilities  for 
naintaining  a  strong  and  open 
vorld  trade  and  financial  system. 
Ne  need  to  redouble  our  efforts 
o  achieve  more  effective  coordina 
ion  of  macroeconomic  policies 
tmong  the  advanced  industrial 


An  Ever  Moie  Vital  MdonsMp 


democracies.  In  addition,  both 
nations  must  work  together  to 
harmonize  our  industrial  structures 
and  business  practices  to  facilitate 
expanded  trade  and  investment 
flows.  Our  respective  external 
imbalances  are  growing  again  and 
need  urgent  attention.  And  we 
must  continue  to  promote  a  rough 


equality  of  opportunity  in  each 
other's  market  through  sectoral 
negotiations  and  the  Structural 
Impediments  Initiative  talks. 

It  is  frequently  said  that  the 
Japanese  market  is  one  of  the 
toughest  in  the  world  to  penetrate. 
True,  but  our  companies  must  take 


on  their  competitors  in  the  Japanese 
market.  If  they  do  not,  they  will  not 
be  able  for  long  to  face  the  chal- 
lenges those  competitors  present  in 
other  markets,  including  our  own. 
Moreover,  American  companies  can 
do  well  here.  Many  are.  The  list  of 
success  stories  is  long,  and  it  is 
growing. 

These  Japanese  subsidiaries 
of  American  companies  are  not 
only  reaping  profits,  they  are 
gaining  experiences  which  are 
altering  their  production, 
design  and  distribution  prac- 
tices at  home  and  in  other 
markets.  They  are  also  learning 
that  the  ultimate  secret  of 
Japan's  success  is  its  attentive- 
ness  to  fundamentals.  Devotion 
to  the  basics  —  a  commitment 
to  education,  constantly  high 
levels  of  savings  and  invest- 
ment, expanding  research  and 
development  efforts,  and  a 
devotion  to  quality  and  per- 
formance. These  were  also 
critical  to  America's  economic 
development,  and  we  need  to 
pay  more  attention  to  these 
fundamentals  ourselves. 

The  Forbes  supplement 
offers  an  impressive  portrait  of 
Japan  and  the  reasons  for  its 
success.  It  should  be  read  by 
anyone  with  an  interest  in  this 
fascinating  nation,  in  its  people  and 
in  the  challenges  it  pc  ses  for  us. 
Japan  offers  tremendous  opportuni- 
ties to  American  companies  willing 
to  put  in  the  time  and  resources  and 
efforts  to  succeed.  The  competitive 
pressures  we  will  face  in  the  future 
make  such  efforts  a  necessity. 


u/%.^.^0u*.^\S^uU^a.'<'^^^ 


Michael  H.  Armacost 
United  States 
Ambassador  to  Japan 
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Relations  between  the  U.S.  and  japan  are  on  the  upswing. 
On  the  world  stage,  the  two  countries  now  stand  more 
as  equal  partners,  and  strategic  alliances  between 
Japanese  and  American  corporations  are  deepening. 

As  the  world  moves  inexorably  toward  the  twenty- 
first  century,  the  development  of  technology  continues 
to  proceed  at  a  quicker  pace  than  man  has  ever  before 
experienced.  At  the  same  time,  the  cost  of  R&D  and 
leading-edge  technology  projects  has  risen  so 
drastically,  and  the  risks  become  so  great,  that  even 
the  largest  corporations  cannot  tackle  them  alone. 


Companies  on  both  sides  of  the  Pacific  are  finding 
themselves  obliged  to  set  up  links  with  other  firms 
around  the  world.  Similar  to  R&D  challenges,  solutions 
to  environmental  problems  also  operate  best  at  the 
global  level  in  areas  such  as  global  warming  and 
depletion  of  the  ozone  layer. 

For  the  foregoing  and  other  reasons,  the  times 
earnestly  call  for  promoting  greater  understanding 
between  Japan  and  the  U.S.  The  following  pages 
introduce  thoughts  and  opinions  of  leaders  of  Japan's 
top  corporations  at  the  beginning  of  the  new  year. 


EC 


In  addition  to  being  president 
of  NEC  Corporation,  Tadahiro 
Sekimoto  also  finds  the  time 
to  serve  as  vice  chairman  of  the 
Japan  Federation  of  Economic 
Organizations  {Keidanren)  and 
chairman  of  the  organization's 
envirormiental  committee.  From 
these  standpoints,  Sekimoto  tends 
to  view  economic  and  other  prob- 
lems in  macro  terms.  "The  recession 
is  certainly  real,"  he  says,  "but  it 
will  end.  It  doesn't  alter  the  fact  that 
Japan  is  a  major  economic  power 
that  must  act  on  the  global  stage  in 
a  spirit  of  give  and  take. " 

"K  anything,"  he  reflects,  "Japa- 
nese companies  have  learned  the 
meaning  of  mutual  prosperity  and 
the  need  for  wide-ranging  coopera- 
tion. Cooperation  can  take  place  in 
many  different  areas:  business, 
social  and  cultural  activities,  or 
environmental  protection. " 

Sekimoto  believes  it  is  vital  for 
the  heads  of  nations  and  corpora- 
tions to  accept  the  fact  that  the 
world  consists  of  heterogeneous 
societies.  "The  awareness  that 
other  people  naturally  have  lan- 
guages, customs  and  ideas  different 
from  one's  ov\m  is  bound  to  affect 
corporate  strategy.  Conflicts  and 
contradictions  frequently  exist 
_      between  nations,  or  between  corpo- 
6      rations  from  different  countries.  But 


it  is  essential  that  we  try  to  overcome 
differences  and  leam  to  work 
together  for  our  mutual  benefit." 

NEC  expresses  its  global, 
"holonic"  business  approach  (which 
signifies  maintain- 
ing the  harmony  of 
the  whole  while 
encouraging  indi- 
viduals to  use 
their  initiative) 
by  stressing  coop- 
eration and  com- 
petition. "It's  quite 
natural, "  Sekimoto 
emphasizes,  "for 
two  companies 
from  different  na- 
tions to  work 
together  and  com- 
plement  each 
other.  The  com- 
puter industry  is 
an  excellent  ex- 
ample. In  general, 
Japanese  compa- 
nies tend  to  excel 
in  developing 
hardware,  while 
American  prowess  is  in  software 
development. " 

Of  course,  strategic  alliances 
among  companies  are  nothing  new 
in  international  business.  Sekimoto 
beUeves  the  modem  trend  is  toward 
a  global  rather  than  an  international 
perspective  —  and  toward  greater 
cooperation  on  larger  projects. 

"Given  the  capital  investments 
needed  and  the  risk  involved  in 
some  highly  technical  projects,"  he 


says,  "it  has  become  increasingly 
necessary  for  companies  to  cooper- 
ate with  outstanding  partners.  For 
instance,  although  IBM  doesn't  have 
a  supercomputer,  NEC  does;  IBM 


Tadahiro  Sekimoto 

NEC  Corporation 


has  better  hard  disk  drives  than 
NEC.  These  are  two  areas  where  we 
can  work  together.  We  share  the 
risk  arid  shorten  the  R&D  cycle  to 
our  mutual  advantage." 

NEC  also  has  longstanding  ties 
with  other  overseas  companies. 
"We've  worked  with  Hughes 
Corporation  for  many  years," 
Sekimoto  says.  "NEC  learned  a  lot 
from  Hughes,  and  we've  watched 
our  relationship  evolve  into  an  equal 
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partnership.  In  fact,  I  think  our 
association  represents  the  general 
trend  in  U.S. -Japan  relations  toward 
equal  treatment  and  equal  responsi- 
bility. Joint  development  makes 
projects  more  productive  and 
efficient."  This  is  an  important 
consideration  as  Japanese  compa- 
nies are  being  urged  to  reduce  their 
employees'  working  hours. 

"I  don't  completely  agree  with 
the  current  strategy  of  reducing 
working  hours,"  Sekimoto  states. 
"For  example,  the  question  remains 
whether  to  include  'exempt  employ- 
ees' when  calculating  the  total 
number  of  working  hours.  Also,  it  is 
intelligence-intensive  employees , 
.  such  as  systems  engineers,  who 
tend  to  do  a  great  deal  of  overtime. 
Rather  than  discussing  the  number 
of  working  hours,  I  suggest  the 
quality  of  work  and  the  actual 
results  achieved  are  better  criteria. " 

Sekimoto  is  outspoken  about 
environmental  issues,  such  as 
conserving  resources  and  prevent- 
ing pollution.  "When  a  country  is 
developing  industrially,  it  doesn't 
pay  much  attention  to  how  its 
growth  might  be  affecting  society 
and  the  environment.  Japan  went 
through  that  stage,  and  after  prob- 
lems emerged  it  eventually  devel- 
oped some  of  the  world's  leading 
pollution-control  technology." 

"NEC  originally  developed 
pollution-control  technology  in  order 
to  market  it:  the  technology  was  not 
primarily  designed  with  our  own 
use  in  mind.  J/Ve  profited  from  our 
water-purifying  technology,  for 
instance,  but  that  technology  also 
contributed  toward  water-pollution 
control  in  Japan. " 

One  major  change  in  today's 
business  activities,  notes  Sekimoto, 
is  the  global  scale  of  activities : 
"Corporate  managers  constantly 
need  to  bear  in  mind  that  it  is  for 
humanity  that  all  their  efforts  are 
directed.  That  may  sound  somewhat 
idealistic,  but  it  also  makes  sound 
business  sense." 

"With  a  global  and  human  per- 


spective," Sekimoto  continues,  "we 
must  earnestly  tackle  environmental 
problems  like  destruction  of  the 
ozone  layer  and  global  warming. 
The  moves  toward  banning  the  use 
of  fluorocarbons  and  reducing  the 
use  of  non-recyclable  materials  in 
manufacturing  processes,  for  exam- 
ple, are  noble  initiatives." 


TOCHU 


President  Minoru  Murofushi  of 
ITOCHU  Corporation  states  how 
his  organization  is  evolving  into  a 
'globally  integrated  corporation.' 
"People  know  us  primarily  as  a 
trading  company, "  Murofushi 
observes,  "but  it  has  been  obvious 
to  us  for  years  that  we  have  moved 
beyond  the  restrictions  of  that  term. 
Today,  we  operate  in  business  areas 
far  beyond  the  traditional  bound- 
aries of  a  trading  company. " 

He  continues,  "When  I  became 
president,  I  pledged  to  carry  on  the 
work  of  my  predecessors  by  under- 
taking whatever  restructuring  was 
rieeded.  In  the  latter  part  of  the 
eighties,  we  diversified  into  cable- 
and  satellite-based  communications 
through  sizable  investments  in 
International  Digital  Communica- 
tions and  JC-SAT.  Now  we  are 
poised  to  expand  into  the  media  and 
entertainment  industry  through  our 
recent  tie-up  with  Time  Warner. " 

In  addition,  Murofushi  convened 
a  special  ad  hoc  committee  in  1989- 
90  to  study  ways  of  revising  the 
company's  internal  structure.  "Out  of 
the  reform  committee's  studies,"  he 
recalls,  "emerged  a  vision  of  ITOCHU 
as  a  world  enterprise,  a  globally 
integrated  company.  In  pursuit  of 
this  vision,  ITOCHU  has  undergone 
profound  structural  changes  and 
fashioned  a  new  corporate  identity. 
As  part  of  the  streamlining  process, 
we  have  reduced  the  number  of 
operating  groups  from  nine  to  four, 
and  the  divisions  within  them  from 


Minoru  Murofushi 

ITOCHU  Corporation 


35  to  25,  enabling  us  to  realize  more 
effectively  the  synergies  between 
our  various  business  activities." 

Moreover,  Murofushi  firmly 
believes  in  giving  the  organization 
sufficient  flexibility  to  respond  to 
changes  in  the  external  environment: 
"Although  our  new  structure  is 
appropriate  f6r  today,  future  develop- 
ments may  necessitate  further  reform. " 

ITOCHU,  formerly  known  as  C. 
Itoh  outside  of  Japan,  has  also 
changed  its  English  name  and 
corporate  logo  and  adopted  a  new 
credo.  According  to  Murofushi,  "In 
our  quest  for  global  integration,  we 
felt  it  was  only  appropriate  that  our 
Japanese  and  English  language 
names  became  one  and  the  same." 

ITOCHU's  new  corporate  logo  sym- 
bolizes the  company's  future  global 
development.  "The  logo  is  sharp  and 
modem,"  notes  Murofushi.  "It 
shows  the  company  name  moving 
into  the  future  as  the  earth  moves 
on  its  endless  journey  through  time 
and  space." 

For  ITOCHU's  new  credo, 
'Committed  to  the  Global  Good,' 
Murofushi  wanted  something  fresh 
and  easy  to  remember:  "I  wanted 


Nature's  spectacle  offers  such  a  richness  of  color  and  texture  tha  e( 
man  has  always  dreamt  of  stealing  some  of  its  magic.  Throughouiea 
every  stage  of  civilization,  we  have  attempted  to  capture  i 
mystery.  We  yearn  to  recreate  the  smooth  perfection  of  a  pearl,  th 
brilliance  of  a  bird's  feather,  the  velvet  texture  of  a  petal,  or  th( 
deep  colors  of  tropical  fish.  And  today,  in  the  form  of  ^'Higli 


leflectivity  Coating/'  the -engineers  at  Mazda  are  approaching  the 
ealization  of  this  dream.  ^'High-Reflectivity  Coating'*'  is  a  new 
ainting  process  that  sheathes  cars  in  colors  that  are  incredibly 
eep,  intense,  brilliant  and  as  smooth  as  a  mirror.  ^'High- 
leflectivity  Coating,"  you  might  say,  is  a  reflection  of  a  new 
perfection  in  the  world  of  the  automobile. 


©  Mazda  Motor  Corporation. 
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our  credo  to  tell  the  world  how  we 
are  committed  to  providing  eco- 
nomic, societal  and  individual 
benefits  on  a  global  scale." 

To  complement  the  corporate 
credo,  the  company  also  adopted 
three  principles,  knov\m  as  the 
ITOCHU  Way.  As  Murofushi  notes, 
"It  is  important  to  impress  upon  our 
employees  that  our  day-to-day 
business  activities  must  be  con- 
ducted with  a  positive  'can-do' 
attitude  in  the  spirit  of  fairness  and 
with  an  open  mind. " 

Murofushi  believes  the  corporate 
reforms  of  ITOCHU  Corporation  will 
also  have  a  far-reaching  effect  on 
ITOCHU  International  of  the  U.S.: 
"We  want  ITOCHU  International  to 
become  both  more  American  and 
more  international,  expanding  not 
only  in  the  U.S.,  but  also  in  Canada, 
Mexico  and  elsewhere.  I  look 
forward  to  seeing  ITOCHU  Interna- 
tional transforming  itself  into  a  new 
corporation  with  new  ventures, 
more  independent  from  Japan. " 


ITACHI 


President  Tsutomu  Kanai  of 
Hitachi,  Ltd.  has  a  simple 
management  philosophy.  "In 
order  to  compete,"  he  says,  "a 
company  must  invest  in  more 
sophisticated  technology  than  its 
competitors  —  technology  that  will 
lead  to  the  creation  of  new  products 
which  will  satisfy  the  needs  of  its 
customers." 

"Even  when  business  is  slow," 
says  Kanai,  "a  company  needs  to 
invest  in  research  and  development. 
The  technology  to  create  new 
products  that  serve  customer  needs 
is  a  company's  lifeline.  This  is  why 
our  research  and  development 
expenditures  currently  exceed  our 
profits." 

New  products  from  Hitachi  are 
_     increasingly  reflecting  local  market 
10     considerations,  rather  than  the 


recommendations 
of  engineers  and  ' 
designers  at  the 
head  office.  "One 
of  the  advantages 
of  localization," 
says  Kanai,  "is 
that  we  learn  to 
appreciate  all  the 
subtle  needs  of  our 
overseas  custom- 
ers and  reflect 
them  in  new  prod- 
uct development. 
To  achieve  greater 
customer  satisfac- 
tion, it  is  important 
to  have  detailed 
knowledge  of  the 
local  market.  To- 
day, our  overseas 
plants  design  and 
manufacture  prod- 
ucts specifically 
for  their  own  markets." 

Kanai  explains  the  difference 
between  the  new  and  the  old 
approach  to  overseas  production: 
"Until  recently,  the  principal  objec- 
tives in  local  production  were  high 
quality  control  and  production 
efficiency.  These  were  achieved 
with  a  great  deal  of  support  from 
Japan.  The  intention  now  is  for 
these  overseas  production  plants  to 
become  quasi-autonomous. 

"Localization  also  helps  to  pro- 
mote balanced  trade,"  Kanai  says. 
He  cites  the  example  of  Hitachi's 
new  plant  in  France,  which  pro- 
duces computer  disk  subsystems: 
"We  chose  France  for  several 
reasons.  The  products  we  manufac- 
ture do  not  compete  with  locally 
made  goods,  our  technology  contrib- 
utes to  local  industry,  and  while 
many  parts  initially  have  to  be  im- 
ported from  Japan,  we  will  eventu- 
ally increase  local  procurement  to 
support  the  economy  there." 

Hitachi  is  also  active  in  expand- 
ing imports  to  Japan.  "Imports  serve 
two  main  purposes,"  Kanai  explains. 
"Some  we  use  ourselves;  others  we 
market.  This  also  helps  offset  the 


trade  imbalance." 

Localization  and  the  expansion  of 
imports  to  Japan  are  economic 
activities  through  which  Hitachi 
employees  learn  to  appreciate  the 
customs  of  other  societies.  "Many  of 
the  issues  that  arise  between  Japan 
and  other  countries,"  Kanai  says, 
"are  related  to  differences  in  cus-        * 
toms  and  ways  of  thinking.  Business  H 
practices  vary  greatly  from  country 
to  country.  Japan's  life-employment 
system,  for  example,  is  unique.  But 
as  we  do  more  business  overseas, 
we  come  to  appreciate  the  impor- 
tance of  local  customs  and  learn  to 
adapt. " 

In  discussing  cooperation  with 
other  companies,  Kanai  says  that 
strategic  alliances  are  a  sign  of  the 
times:  "Hitachi  and  the  word  'tech- 
nology' are  synonymous.  But  some 
development  projects,  in  which 
many  sophisticated  technologies  are 
used,  require  cooperation  between 
companies  to  reduce  the  risk,  shor- 
ten development  time  and  lessen 
the  burden  of  the  cost." 

Kanai  believes  many  people  have 
the  misconception  that  Hitachi's 
industrial  machinery  business. 


Seeing  Light  Is  OneTNing. 

Seeing  Its  Possibilities 
Is  Quite  ANonrHER. 


At  Minolta,  the  possibilities  are  endless.  Perhaps  that's  why 
you'll  see  lights  potential  reflected  In  such  a  broad  spectrum  of 
Minolta  products. 

From  tfie  first  computerized  35mm  SLR  camera  to  focus 
automatically  like  the  human  eye,  to  the  worlds  first  auto  focus 
binoculars. 

You'll  see  how  dazzling  optics  and  computerized  projection 
systems  combine  to  enable  millions  of  people  to  travel  to  the 
most  distant  reaches  of  the  universe  via  Minolta  planetarlums. 

You'll  see  a  heritage  of  optical  leadership  In  business  equip- 
ment. From  the  world's  first  variable  zoom  lens  copier  to  elec- 


tronic Imaging  systems  capable  of  organizing  an  entire 
company 

You'll  see  why  Minolta  light  and  color  meters  f\aye  become 
Industry  standards  In  a  wide  range  of  fields.  From  television  and 
movies  to  agriculture,  medicine  and  manufacturing. 

But  for  us,  these  technological  advances  are  merely  the 
beginning. 

Because  the  way  we  see  It,  light  will  always  have  the  power 
to  Illuminate  a  better  way  of  life. 
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vhich  produces  power  generators, 
oiling  stock  and  steel  plants,  is  not 
ligh-tech.  "Actually,  nothing  could 
)e  further  from  the  truth, "  he  em- 
)hasizes.  "Trains  are  now  being 
leveloped,  for  instance,  that  have  to 
Qove  at  speeds  up  to  SOOkph 
186mph)  without  producing  noise 
)ollution.  This  type  of  development 
squires  state-of-the-art  technology. 
The  same  applies  to  power  genera- 
ors,  where  error  margins  are  in  the 
housandths.  The  new  types  of  steel 
ised  in  automobiles,  too,  need  to  be 
trong  enough  to  protect  the  ve- 
licle's  occupants  but  sufficiently 
ightweight  to  keep  fuel  consump- 
ion  down. " 

Kanai  expects  the  domestic 
Dusiness  environment  to  improve 
:rom  the  second  half  of  1993.  "Addi- 
ional  government  spending  on 
Dublic  works  will  help,"  he  says, 
but  we  won't  see  any  real  improve- 
anent  until  a  more  positive  mentality 
ievelops  among  consumers.  Japan 
vill  suffer  from  the  after-effects  of 
:he  burst  'bubble'  for  quite  a  while 
/et,  although  the  economy  has 
probably  touched  bottom. " 

Although  there  are  tough  times 
ahead,  Kanai  says  Hitachi  will  con- 
tinue to  follow  his  basic  philosophy. 
"Like  all  companies,  both  Japanese 
and  foreign,  Hitachi's  ultimate  ob- 
jective is  economic  growth  that 
leads  to  a  better  way  of  life  for  peo- 
ple everywhere.  Our  way  of  achiev- 
ing that  goal  is  to  develop  quality 
products  that  satisfy  the  needs  of 
customers."  - 


ICOH 


Besides  being  president  of 
Ricoh  Coihpany,  Limited, 
Hiroshi  Hamada  is  president  of 
the  Japan  Business  Machine  Makers 
Association.  His  comments  on  do- 
mestic and  overseas  developments 
in  the  office  machine  industry  thus 
carry  particular  weight.  Concerning 


general  trends  in  the  industry, 
Hamada  says,  "We're  witnessing 
rapid  changes,  both  in  the  informa- 
tion-processing needs  of  customers 
and  in  technological  advances. 
Among  the  buzzwords  we  hear 
these  days  are  'down-sizing,' 
'networking,'  'colorization'  and 
'digitalization.' 

"Unfortunately,  we're  experienc- 
ing a  global  recession,  and  every 
market  sector  is  affected,  including 
the  office  automation  industry, "  he 
continues.  One  way  of  coping  with 
recessionary  times  is  through  stra- 
tegic alliances.  "Ties  or  cooperation 
with  other  companies  in  R&D  or  pro- 
duction," Hamada  says,  "become 
more  important  at  times  like  this. 
In  our  industry,  research  projects  and 
product  development  are  becoming 
larger  and  often  cannot  be  under- 
taken by  a  single  company.  That's 
why  we  are  witnessing  a  rapid  in- 
crease in  the  number  of  strategic 
alliances,  and  this  is  a  historic  new 
trend." 

Concerning  changes  in  the 
management  of  Japanese  compa- 
nies, Hamada  notes,  "Previously, 
companies  emphasized  volume  and 
expanded  their  business  fields  to 
keep  up  with  their  competitors, 
imagining  the  grass  to  be  greener 
on  the  other  side  of  the  corporate 
fence.  But  such  thinking  led  to 
excessive  competition.  Companies 
have  to  understand  what  their 
customers  expect  of  them.  They 
should  then  concentrate  on  their 
strengths  and  form  alliances  with 
companies  whose  expertise  can 
complement  theirs." 

Increasingly,  office  machines  are 
acquiring  multiple  functions.  "These 
machines  generally  process  either 
code  or  image  information, "  Hamada 
says,  "but  now  we're  seeing  cross- 
over technology.  A  major  trend  at 
Ricoh  is  the  fusion  of  imaging  with 
computers  through  digitalization. 
Ricoh  is  a  leader  in  image  process- 
ing, and  IBM  is  the  world  leader  in 
code  information  processing.  If  we 
combine  our  leading-edge  technolo- 


gies, this  will  lead  to  benefits  for  the 
customers  on  both  sides." 

Hamada  sees  the  role  of  office 
equipment  changing:  "I  like  the 
word  'keyboardless.'  This  doesn't 
mean  keyboards  won't  be  used  in 
the  future,  but  they'll  be  used  less, 
and  differently.  Scanners  will  be 
used  increasingly  for  inputting  text 
and  other  technologies  such  as 
voice  and  character  recognition  are 
bound  to  replace  simple  typing 
tasks,  allowing  people  to  become 
more  creative.  It  will  also  be  good 


Hiroshi  Hamada 

Ricoh  Company,  Ltd. 


for  the  environment  —  just  think  of 
the  reduction  of  paper  that  will 
mean." 

The  tie  between  people  and 
information  is  close  to  one  of  the 
principles  of  Ricoh's  management 
philosophy.  "For  many  years," 
Hamada  comments,  "Ricoh  empha- 
sized the  importance  of  the  interface 
between  people  and  information 
and  machines.  Now  we're  seeing 
this  in  concrete  form. " 

Ricoh  was  the  first  company  to 
link  digital  copiers  to  fax  machines 
and  computers.  "Today,"  Hamada 
explains,  "our  digital  copier  is 
multifunctional.  As  a  copier,  it  has 
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Human  Electronics -Technology  for  the  Benefit  of  Mankir 


Imagine  how  successful  a  digital  audio 

system  would  be  if  it  could  also  play  the  billions 

of  standard  cassettes  people  already  own. 


Close  your  eyes.  Now  imagine  music  with 
such  power  and  purity,  you  think  it's  coming 
from  a  compact  disc.  Now  open  your  eyes; 
what  you  see  is  the  new  DCC -Digital 
Compact  Cassette.  And  it's  playing  on  the 
new  Technics  Digital  Compact  Cassette  deck. 

The  DCC  deck  brings  you  something  no 
other  digital  audio  system  can.  Thanks  to  an 
ultra-thin-film  multi-track  head  it  can  play 
and  record  digital  cassettes.  And  it  can  also 
play  all  your  analog  cassettes  in  analog  format 
like  a  conventional  cassette  deck.  It's  even 
smart  enough  to  recognize  whether  it's 
playing  an  analog  or  a  DCC  tape  and  adjust 
itself,  automatically. 

This  digital  audio  system  gives  you  a 
wide  range  of  music.  The  music  industry 
has  plans  to  release  rock,  pop  and  classical 
music  on  DCC  tapes.  And  when  you  add  all 
the  pre-recorded  cassettes  you  already  own, 
there's  hardly  any  type  of  music  you  can't 
listen  to  on  the  DCC  deck. 

The  DCC  System  from  Matsushita.  It's  not 
just  a  new  technology,  but  a  new  way  to  enjoy 
music -yesterday's,  today's  and  tomorrow's. 


MATSUSHITA  ELECTRIC 

PANASONIC      TECHNICS 
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scanning  and  printing  functions.  It 
also  has  built-in  fax  functions,  and 
because  the  materials  being  copied 
sometimes  need  to  be  cut  and 
pasted,  it  has  an  editing  function 
too.  A  new  function  is  the  capa- 
bility to  read  and  store  optical  files, 
which  contributes  to  the  paper- 
less office.  And  a  prototype  is 
already  able  to  perform  machine- 
assisted  translation  using  optical 
artificial  intelligence  and  character 
recognition. " 

In  all  aspects  of  its  business, 
Ricoh  emphasizes  what  it  calls  the 
"Three-Loves  Principle":  Love  your 
neighbor,  love  your  country  and 
love  your  work.  "This  was  our 
founder's  principle,"  Hamada  says, 
"and  I  think  there  has  never  been  a 
more  appropriate  time  than  the 
present  to  practice  it.  All  we  have  to 
do  is  think  globally  and  interpret 
'love  your  country'  as  'love  the 
earth.'" 


/lANON 


President  Keizo  Yamaji  of 
M^  Canon  Inc.  has  a  clear  vision  of 
w  the  purpose  of  Canon's  activi- 
ties and  the  company's  goals.  "Our 
corporate  goals  are  not  complicated. 
We  simply  wish  to  contribute 
toward  improving  people's  lives  and 
generally  make  the  world  a  better 
place  in  which  to  live. " 

The  realization  of  these  hopes  is 
directly  related  to  Canon's  business 
operations.  "Today's  world  increas- 
ingly demands  that  corporations, 
regardless  of  nationality,  find  ways 
to  cooperate  with  one  another, " 
Yamaji  asserts.  "Two  companies 
with  complementary  strengths  can 
find  ways  to  cooperate  for  their 
mutual  benefit.  This  trend  is  becom- 
ing more  and  more  cormnon. " 


Good  examples  of  Canon's 
strategic  alliances  are  its  tie-ups 
with  U.S.  companies  Hewlett- 
Packard  and  Eastman  Kodak.  "We 
cooperate  with  Hewlett-Packard  in 
several  areas,"  Yamaji  says.  "For 
example,  we  produce  laser  printers 
for  Hewlett-Packard  on  an  OEM 
basis,  while  we  sell  Hewlett- 
Packard  computers  in  Japan.  We 
cooperate  with  Eastman  Kodak  by 
supplying  them  with  middle-speed 
copiers  for  sale  in  the  U.S.,  and  they 
supply  us  with  high-speed  copiers 
for  sale  in  Japan.  These  are  both 
mutually  beneficial  relationships." 

Starting  with  the  California  plant 
that  was  built  in  1971,  Canon  con- 
structed a  production  facility  in 
Giessen,  Germany,  in  1972,  and  a 
plant  in  Virginia  in  1985.  Canon  has 
thus  established  a  global  produc- 
tion network. 

"In  the  case  of  developing 
countries.  Canon's  production  plants 


SAI— Vegetables 


NIKU-Meat 


Great  Ravor  Knows  No  Boundaries 


Our  world,  a  place  where  people  speak  a  multitude  of  languages  and  follow 
different  customs.  But  one  thing  is  universally  understood:  the  pleasure  of  enjoying 
great  food.  And  Kikkoman  offers  the  flavors  that  bring  people  together. 

We're  most  famous  for  our  soy  sauce.  But  today,  Kikkoman  represents 
much  more  than  soy  sauce.  Our  product  lineup  is  larger 
than  ever  before  and  includes  high  quality  wines,  soft 
drinks,  sauces  and  seasonings. 

Blending  over  three  centuries  of  experience  with 
the  latest  in  biotechnology  and  food  development 
activities,  Kikkoman  brings  out  the  best  in  any  cuisine. 


KiKKoman 


Kikkoman  Corporation 

1-25.  Kanda  Nishiki-cho,  Chiyoda-ku.  Tokyo  101,  Japan 


Production  Facilities:  Japan.  USA,  Singapore.  Brazil  and  Taiwan        Subsidiaries:  USA.,  Canada,  F.R  Germany,  Hong  Kong,  Australia  and  Singapore 
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Keizo  Yamaji 

Canon  Inc. 


leate  job  opportunities,"  he  says, 
and  earn  those  countries  badly 
leeded  foreign  currency  through 
ixports.  We  cooperate  with  our 
lost-country  partners  by  providing 
inancial  and  technical  assistance, 
ind  we  benefit  directly  by  being 
ible  to  compete  globally  with  com- 
)etitively  priced  products." 

Yamaji  is  convinced  of  the  bene- 
its  of  locating  production  facilities 
n  developing  nations  such  as  China 
ind  Thailand.  "As  developing  coun- 
ries  expand  economically, "  he  ob- 
lerves,  "their  labor  force  gradually 
)egins  to  earn  more,  their  standard 
)f  living  rises  and  the  countries 
hemselves  become  markets  for  the 
same  items  they  now  solely  export. 
>o  we  are  also  putting  our  organiza- 
;ion  in  a  strong  position  for  doing 
Dusiness  with  these  countries  in  the 
iuture." 

To  date.  Canon  has  set  up  five 
l&D  bases  in  the  U.S.,  Europe  and 
iA.sia.  Yamaji  explains  Canon's  philo- 
sophy of  localization  as  it  applies  to 
R&D:  "Localization  of  R&D  entails 
|ntUizing  the  best  technology  of  that 
bountry,  commercializing  it  locally 
and  supplying  the  product  world- 


wide." Yamaji 
beUeves  that 
companies  to- 
day have  to 
tackle  environ- 
mental issues 
seriously. 
"We've  got  to 
take  steps  to 
protect  the 
environment, " 
he  says.  "It's 
not  a  question  of 
choice  any 
more."  In  fact. 
Canon  is  one  of 
Japan's  most 
environmentally 
aware  corpora- 
tions and  con- 
ducts a  world- 
wide cartridge- 
recycling  pro- 

gram.  This 

involves  the  collection  and  recy- 
cling of  used  toner  cartridges  from 
Canon  personal  copiers  and  laser 
beam  printers.  "We  contribute 
$1.00  per  cartridge  collected  to 
nature  and  wildlife  conservation 
groups  in  the  U.S.  and  Australia," 
Yaciaji  says.  "Our  recycling  plan  is 
highly  appreciated. 

"Our  recycling  plant  in  Dalian, 
China  is  capable  of  handling  200,000 
cartridges  per  month.  In  1991, 
Canon  collected  620,000  used  car- 
tridges. The  1992  target  is  1.8  mil- 
lion. Because  of  a  large  increase  in 
the  number  of  cartridges  being  col- 
lected, we  plan  to  hire  2,000  more 
employees  and  raise  the  plant's 
capacity  to  400,000  cartridges 
per  month." 

The  company  is  also  developing 
solar  cells  as  an  alternative  form  of 
clean  energy.  "Our  solar-powered 
cells,"  Yamaji  states,  "will  be  prin- 
cipally for  electric-power  generation. 
Our  engineers  are  working  to  make 
Canon's  batteries  generate  electric- 
ity that  is  more  efficient  than  other 
energy  sources,  such  as  oil  or  nu- 
clear fusion. " 

Canon  is  also  taking  the  initiative 
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The  Hotel  Okura  is  the  first  choice 

of  executive  travellers  from  all 

over  the  world.  Why?  We 

invite  you  to  come  see 

and  understand. 

Contact  your  travel  agent 

or  our  hotel  representatives: 

THE  LEADING  HOTELS  OF  THE  WORLD 

PREFERRED  HOTELS  &  RESORTS 
WORLDWIDE 

DISTINGUISHED  HOTELS 

TETLEY/MOYER  &  ASSOCIATES 

UTELL  INTERNATIONAL 

HOTEL  OKURA,  TOKYO,  JAPAN 

2-10-4  Toranomon,  Minato-ku, 

Tokyo  105,  Japan 

Tel:  03-3582-0111  Fax:  03-3582-3707 

Telex:  J22790 

HOTEL  OKURA  OFFICES 
WORLDWIDE 

New  York  Tel:  212-755-0733 

Los  Angeles  Tel:  213-380-0218 

Amsterdam  Tel:  020-6761160 

Hong  Kong  Tel:  895-1717 
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Llverytfiing  Hitachi  biiiltls  -  from  the  largest 
power-station  to  the  tiniest  microchip- is  aimed 
at  achieving  a  Ixisic  goal:  A.  l->etter  world  for 
succeeding  generations.  It  is  the  operating 
philosophy  behind  every  one  of  the  :!(),()()0 
products  made  by  our  5()0  manufacturing 
coinpanies  around  the  world.  It  has  been  our 
commitment  for  the  |")ast  SO  years.  /And  even 
more  important,  it  is  our  definition  of  the  future. 
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in  cleaner  manufacturing.  "In  re- 
sponse to  increasing  concern  about 
global  warming,  we  will  abolish  the 
use  of  all  chloroflurocarbons  (CFCs) 
in  manufacturing  by  1993,  as  well  as 
phasing  out  methyl-chloroform  by 
1994,"  says  Yamaji.  "We  are  also 
tackling  the  problem  of  glass  sludge 
—  a  pollutant  by-product  of  lens 
polishing  —  by  developing  technol- 
ogy to  render  it  harmless  after  lens 
manufacture.  Eventually,  new  pro- 
cesses now  being  developed  will 
eliminate  glass  sludge  completely." 


ROTHER 


According  to  President 
Yoshihiro  Yasui  of  Brother 
Industries,  Ltd.,  the  key 
concept  in  managing  his  company  is 
"domain."  He  says,  "Whether  we 
are  thinking  about  investing  our 
human,  financial  or  material  re- 
sources domestically  or  overseas, 
whether  in  technology,  marketing, 
hardware  or  software  development, 
we  are  careful  to  stay  within  our 
business  domain. " 

Brother's  business  domain  is  well 
defined  by  its  Imaging  and  Fashion 
(I&F)  concept.  "I&F  is  the  primary 
concept  underlying  our  vision  for  the 
coming  century,"  Yasui  says.  "It's 
also  the  concept  that  supports  our 
overall  corporate  stance  for  doing 
business  at  home  and  abroad. 
Whatever  new  business  we  under- 
take, whatever  new  product  we 
develop,  it's  related  either  to  imag- 
ing or  fashion. " 

Brother's  joint  venture  in  the 
karaoke  field,  dubbed  Joysound,  is  a 
good  example  of  using  advanced 
technology  to  enter  a  new  business 
area  in  the  imaging  domain.  Begun 
in  October,  Joysound  is  a  multi- 
media network  service  based  on 
integrated  services  digital  network 
(ISDN)  communications  that  pro- 
_     vides  digitized  music  notes  to 
!0     karaoke  terminals.  The  terminals 


can   hold   up    to 
10,000  songs. 

"Karaoke  need- 
ed a  technological 
shot  in  the  arm," 
Yasui  says,  "and 
we  worked  jointly 
with  Intec  Corpo- 
ration, using  its 
ISDN  networking, 
to  develop  a  new 
concept  that  is 
revolutionizing 
karaoke.  Joy- 
sound reduces  the 
space  needed  for 
karaoke  equip- 
ment to  1/3  0th  of 
what  it  was  and 
shortens  the  time 
needed  for  deliv- 
ering new  song 
titles  from  three 
months  to  one 
week." 

Another  Brother 
aUiance  based  on  ISDN  is  Takeru,  a 
software  vending  system.  "For 
marketing  the  Takeru  service," 
Yasui  says,  "we  work  closely  with 
personal  computer  retailers.  Pro- 
gram data  stored  in  a  host  computer 
are  transmitted  on  demand  via  an 
ISDN  network  to  vending  terminals 
in  the  PC  stores." 

Among  other  new  imaging 
products  is  a  professional  labeling 
machine,  the  P-Touch  XL,  intro- 
duced at  the  1992  Summer  Olympics 
in  Barcelona.  Brother  has  been  an 
official  Olympic  sponsor  company 
since  the  1984  Los  Angeles  Games. 

"The  P-Touch  XL  labeling  ma- 
chines caused  a  minor  ruckus  at 
Barcelona,"  Yasui  recalls.  "Word  got 
out  that  we  were  printing  athletes' 
names  on  laminated  adhesive  tape 
free  of  charge.  Soon,  long  lines  of 
athletes  and  spectators  formed  at  our 
booth  to  have  their  names  printed. 
That's  where  I  enjoyed  meeting 
many  of  the  world's  top  athletes." 

About  business  in  general,  Yasui 
says  Brother  is  doing  well  in  parts  of 
Asia  and  in  the  United  States.  "We 


have  been  in  the  U.S.  for  almost 
40  years.  Nowadays,  we  not  only 
manufacture  products  for  the 
American  market  in  the  U.S.,  but 
also  export  them  to  Latin  American 
countries  and  worldwide  through 
our  offices  in  Miami  and  Bartlett, 
Termessee.  To  reinforce  our  busi- 
ness, we  established  a  wholly 
owned  sales  subsidiary  in  Mexico 
this  year. " 

Brother  has  a  soUd  foundation  in 
manufacturing  hardware.  But  Yasui 
realizes  that  without  software,  its 
word  processors  and  other  hard- 
ware are  just  empty  boxes.  "Brother 
develops  some  of  its  own  software," 
Yasui  says,  "and  also  imports  some. 
For  instance,  we  procure  English 
dictionaries  for  our  word  processors 
from  American  software  houses." 

Other  hardware  requiring  soft- 
ware support  includes  computerized 
home  sewing  machines.  "Brother's 
P's  sewing  system,"  Yasui  explains, 
"is  designed  to  automatically  create 
clothing  patterns.  The  customer 
simply  selects  a  design,  size  and 
fabric  and  the  system  prints  the 
design  onto  the  fabric. " 

Yasui  likes  to  talk  about  how  U.S. 
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GIVING  THE  SCIENCE  OF  SKIN  CARE 
A  NEW  COMPLEXION 

For  over  a  century  Shiseido  scientists  Inave  been 

investigating  how  and  why  skin  ages. 

Today,  our  success  in  basic  research  has  garnered  world  acclaim, 

and  put  Shiseido  at  the  forefront  of  the  skin  care  field. 
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dealers  handle  Brother's  industrial 
sewing  machines.  "American  deal- 
ers view  our  industrial  sewing  ma- 
chines differently  from  their  Japa- 
nese counterparts,"  he  says.  "They 
take  a  value-added  software  approach 
to  our  machines  by  modifying  them 
to  meet  more  closely  the  needs  of 
their  customers.  We  cooperate  with 
them  technically  and  in  other  ways." 

As  part  of  its  corporate  social- 
responsibility  program,  Brother  sup- 
ports a  range  of  international  sports 
and  cultural  activities.  "Brother  con- 
tinues to  sponsor  the  International 
Contest  for  Young  Fashion  Creators," 
Yasui  says.  "The  contest  celebrated 
its  10th  armiversary  last  year." 

Outside  the  office,  Yasui  plays  no 
particular  sport  to  keep  fit.  "Sure,  I 
play  golf  and  go  for  walks,"  he  says, 
"but  I  find  that  turning  my  mind  to 
non-business  matters  is  the  best  way 
for  me  to  relax  and  reduce  stress." 


IPPON 
STEEL 


President  Hiroshi  Saito  of 
Nippon  Steel  Corporation  was 

recently  elected  chairman  of 
the  International  Iron  and  Steel 
Institute  (IISI)  for  the  second  time  in 
five  years.  "The  IISI  is  a  unique 
organization,"  Saito  explains.  "It 
was  founded  in  1967  and  was  the 
first  international  organization  made 
up  of  members  from  a  single  indus- 
try, coming  together  to  resolve 
common  problems  on  a  global  basis. 
Today,  its  members  represent  125 
companies  and  39  organizations 
from  46  countries." 

In  many  ways,  the  IISI  is  an 
organization  that  was  created  ahead 
of  its  time.  "It  wasn't  so  obvious  at 
its  inception,"  Saito  reflects,  "but 
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At  the  Imperial  Hotel,  we're 
known  to  look  after  our  guests 
in  ways  they  themselves  may  overlook. 
When  we  make  up  your  room,  say,  we'll 
leave  that  crumpled-up  memo  just  the 
way  you  had  it.  We'll  even  hold  on 
awhile  to  things  you  discard  in 


case  you  need  them  again  later.  At  The 
Imperial,  anything  that  could  be  of  value 
to  you  is  of  value  to  us  -  even  a  scrap  of 
paper.  Let's  just  say,  it's  a  little  something 
we  might  leave  behind  for  you  to 
remember  our  service  by. 


IMPE  RIAL    HOTEL 

TOKYO 


l-or  mronralion.  conlucr  The  Imperial  Hold  Tokyi)  Overseas  .Sales  OffKe;  London  Tel  (1)71  HSS-I77S.  Tax;  (071).^SS-I776; 

New  York  lei  (ZtzmZ-'Xm].  Tax  (2I2)KA7.()211;  U)s  Angeles  Tel:  (213)627-6211.  l-ax:  (2I.S)2.«-2I()2,  l-'or  reservallons.  uinUK  The  hnpenal 

llo(el  lokyo  Tel  ((l.ll.^SOil  111.    1-ax:  ((WISKiyi  ifi.  oroinluit  your  neare.st  (ravel  a((en(.  or  any  Japan  Airlines  <i(hce 

The  new  Bali  Imperial  Hotel  resort  in  Bali.  Indonesia,  opened  (Kiober  I,  1992.  Tel:  (62)361-54)4$,  Faxi  (62)361. 51!4$ 


Hiroshi  Saito 

Nippon  Steel  Corporation 


there  are  many  problems  facing  the 
world  that  can't  be  resolved  by  a 
single  corporation,  or  even  a  single 
nation.  The  need  for  cooperation  at 
the  corporate  and  national  levels  is 
more  vital  than  ever  in  some  areas." 
The  environment  is  one  such  area 
that  particularly  concerns  Nippon 
Steel.  Japanese  steel  companies 
have  quite  advanced  technology  in 
the  areas  of  pollution  control  and 
energy  conservation,  and  Nippon 
Steel  is  no  exception. 

Regarding  energy  conservation, 
Saito  refers  specifically  to  the  com- 
pany's growing  integration  of  produc- 
tion processes,  encompassing  impor- 
tant technology  that  is  increasingly 
utilized  overseas.  "One  example,"  he 
explains,  "is  an  R&D  project  we 
undertook  for  the  continuous  casting 
of  steel  strip  that  eliminates  the  usual 
hot-rolling  process.  This  irmovative 
technology  represents  tremendous 
energy  savings,  which  can  be  com- 
puted into  cost  savings,  and  it  did  not 
lead  to  any  sacrifice  of  product 
quality."  Nippon  Steel's  joint  ven- 
tures with  Inland  Steel  are  excellent 
examples  of  the  successful  transfer  of 
steel  technology. 
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THIS   IS   WHAT  WE    MAKE.   BUT  IT  ISN'T  ALL  WE   DO. 

We're  committed  to  producing  some  of  the  most  teclmologically  advanced  products  in  the  world.  But  we  feel  an  equal 
responsibility  to  create  a  healthy  business  environment  and  have  a  positive  impact  in  our  own  local  communities. 

A  MITSUBISHI  ELECTRIC  AMERICA 
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Furthermore,  Nippon  Steel's 
innovative  research  and  engineering 
activities  are  set  to  influence  the 
steel  industry  worldwide.  "No  other 
steelmaker  in  the  world  has  R&D 
facilities  as  advanced  as  ours,"  he 
says.  "One  visitor  from  the  steel 
industry  made  an  observation  I'll 
always  remember.  After  touring  our 
R&D  Center,  he  said  although  he 
was  convinced  that  Nippon  Steel 
was  a  strong  competitor,  he  could 
relax  knowing  that  the  future  of  the 
world  steel  industry  was  assured. " 
Concerning  the  global  economy, 
Saito  stresses  that,  among  the  G7 
nations,  only  Japan  has  a  surplus 
trade  balance.  "In  my  opinion,"  he 
says,  "Japan,  as  such,  holds  the  key 
to  global  economic  recovery,  and 
must  make  certain  that  government 
and  industry  efforts  to  stimulate 
domestic  consumption  succeed. " 
Nippon  Steel  is  one  of  Japan's 
foremost  companies  cunently  tack- 
ling envirormiental  issues.  "Evidence 
of  how  we  care  about  the  environ- 
ment is  everywhere,"  Saito  says. 
"With  aU  our  10  domestic  steel 
plants,  you  can  walk  right  by  them 
and  not  see  the  buildings  because  of 
the  green  belt  areas  we've  planted 
outside.  The  area  we've  set  aside  for 
greenery  around  our  plants  totals 
over  7  million  m^."  He  adds,  "Even 
the  trees  we  plant  reflect  our  concern 
for  the  local  envirormient.  We  don't 
just  plant  trees  that  we  think  look 
nice:  we  seek  the  advice  of  experts 
and  plant  trees  and  shrubbery  which 
support  the  local  ecological  systems." 

It  is  this  concerned,  detailed 
approach  to  environmental  preser- 
vation by  Nippon  Steel  that  distin- 
guishes it  from  others  in  the  indus- 
try. Current  Nippon  Steel  R&D 
encompasses  various  technologies, 
involving  waste-heat  recovery, 
reuse  systems,  scrap  recycling  and 
energy-efficient  steelmaking.  Such 
innovations  are  the  result  of  this  con- 
cerned global  corporate  citizen's  en- 
lightened attitude  —  an  attitude  that 
_     is  setting  the  pace  for  even  greater 
M     success  in  the  twenty-first  century. 


ATSUSHITA 


President  Akic  Tanil  of 
Matsushita  Electric  Indus- 
trial Co.,  Ltd.  is  reorienting 
his  company's  thinking  toward 
higher  value-added  management 
practices.  He  says:   "Matsushita's 
basic  philosophy  concerns  what  we 

call  human-ori-    

ented  electronics: 
we  make  and  de- 
liver user-friendly 
products  that  give 
customers  total 
satisfaction.  That 
philosophy  hasn't 
changed.  How- 
ever, because  the 
worldwide  busi- 
ness envirormient 
has  deteriorated, 
we  are  now  look- 
ing more  closely 
at  our  manage- 
ment practices 
and  adjusting 
them  to  fit  the 
new  realities." 

Until  fairly  re- 
cently, manufac- 
turers of  con- 
sumer goods  com- 

peted  to  get  as  many  new  products 
as  possible  to  the  market  quickly. 
"For  years,  companies  offered 
consumers  a  wide  range  of  products 
—  and  even  a  choice  of  models  of 
the  same  product,"  Tanii  says. 
"That's  what  consumers  wanted,  so 
everything  sold.  Competition  was 
intense  and  we  had  to  keep  up  or 
lose  out. 

"Now,  it's  back  to  emphasizing 
the  basic  functions  of  products. 
Consumers  today  want  value  for 
money.  They  avoid  expensive  items, 
unless  they  can  see  a  special  value 
in  them.  For  example,  our  rice 
cookers  usually  sell  for  around 
¥20,000  in  Japan;  yet  a  new  series 
of  induction-heating  rice  cookers 


that  retail  for  over  ¥50,000  passed 
the  million  mark  in  sales  in  four 
years.  Their  selling  point  is  better- 
.tastingrice." 

In  a  sense,  it  was  manufacturers 
who  made  the  decisions  in  the  past, 
but  consumers  who  make  them 
today.  "To  emphasize  our  customer 
care,"  says  Tanii,  "we  conducted  a 
customer-satisfaction  drive  for  three 
months  last  fall,  which  involved 
some  500  of  our  middle-level  manag- 


Akio  Tanii 

Matsushita  Electric  Industrial  Co.,  Ltd. 


ers  visiting  10  million  households  to 
ask  whether  the  consumers  were 
satisfied  with  their  home  appli- 
ances, whether  they  had  problems 
or  questions,  and  if  Matsushita 
could  help  them  in  any  way. " 
When  it  comes  to  customer 
satisfaction,  Matsushita  makes  no 
distinction  between  domestic  and 
overseas  markets,  as  Tanii  explains: 
"We  emphasize  quality  and  profit- 
ability in  all  markets  through  high- 
value-added  products.  This  move 
toward  high-value-added  products 
and  greater  profitability  will  in- 
crease our  productivity.  That  is 
important  for  several  reasons,  such 
as  making  up  for  the  reduction  in 
the  total  number  of  hours  our 
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We're  making  the  future 
a  "virtual  reality"  today 


!^4 


Interactive.  Multimedia.  Virtual  reality.  Buzzwords 
expressing  the  very  cutting  edge  of  technology  today. 
Unfortunately,  most  applications  for  most  people 
seem  more  likely  to  occur  tomorrow.  SEGA,  however, 
is  one  company  that's  finding  some  very  real  uses 
today  for  this  technology  that  promises  to  define 
cur  future.  Both  inside  and  outside  the  home. 

With  knowledge  gained  as  a  world  leader  in  home 
entertainment  hardware  and  software,  we  are  fast 
becoming  a  force  in  CD-ROM  technology.  CD-ROM, 
the  technology  that  proposes  to  make  home  enter- 
tainment truly  "interactive,"  transforms  videogames 
from  mere  toys  to  a  broad  range  of  entertainment 


incorporating  music  and  video.  Working  with  Sony,  - 
we  are  developing  interactive  cinematic  CD-ROMl  ' 
software  that  makes  the  viewer  part  of  a  movie. ""    "; 

Furthermore,  through  technical  cooperation  with'' 
General  Electric,  we  are  applying  virtual  reality  tech-  - 
nology  to  our  state-of-the-art  arcade  games.  And 
worldwide  we  are  planning  a  fantastic  new  type  of 
family  amusement  park  featuring  these  games. 

SEGA  continues  to  experience  phenomenal 
growth  in  all  areas  of  our  business.  We  attribute 
this  success  to  maintaining  a  vision  of  tomorrow, 
while  practically  applying  technology  that  makes  , 
it  a  reality  today.  _^-- 
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SEGA  Enterprises,  Ltd.  2-12.  Haneda  1  -chome.  Ohia-ku,  Tokyo  1 44 ,  Japan  Tel  (03)  3743-7430 
SEGA  of  America,  Inc.  1 30  Shoreline  Dr.  Redwood  City  CA  94065,  US  A  Tel:  (415)508-2800 
SEGA  Europe  Ltd.  16  Portland  Road.  London  W1 1  4LA,  United  Kingdom  Tel:  (071)  727-8071 
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employees  work  a  year.  We  expect 
to  reduce  that  figure  to  1,800  hours 
by  March  1994." 

Japan's  long  working  hours  have 
been  widely  criticized  by  other 
countries.  "In  April  1992,  we  started 
a  new  policy  regarding  working 
hours  and  paid  holidays,"  Tanii 
says.  "Our  employees  now  have  23 
days  of  paid  vacation  a  year  on  top 
of  national  and  company  holidays, 
but  as  of  April  this  year  they  will  get 
10  or  20  additional  days  off,  depend- 
ing on  how  long  they've  been  with 
the  company.  Also,  beginning  in 
April  1993,  our  regular  working  day 
will  be  shortened  from  eight  hours 
to  seven  hours  and  45  minutes." 

To  adapt  to  changes  in  the 
international  business  situation, 
Matsushita  has  directed  its  group 
companies  to  draw  up  plans  for 
contributing  to  the  success  of  the 
company's  global  business  partner- 
ship program.  "Matsushita  Electric," 
Tanii  says,  "stresses  industrial 
collaboration  with  companies 
around  the  world  and  increased 
imports  from  overseas  affiliates  and 
other  companies." 

"Our  overseas  affiliates,  mean- 
while, will  expand  their  local  pro- 
curement of  parts  and  materials," 
Tanii  says.  "And  in  a  related  move, 
while  about  48%  of  our  total  sales 
are  accounted  for  by  overseas  sales, 
of  which  35%  are  sales  of  items  pro- 
duced overseas,  we  want  to  in- 
crease that  figure,  so  that  those 
items  will  make  up  50%  of  our 
overseas  sales." 

With  regard  to  the  environment, 
Matsushita  is  well  known  for  having 
one  of  Japan's  most  comprehensive 
global  environmental  control  poli- 
cies. The  present  poUcies,  according 
to  Tanii,  were  established  for  the 
operating  units  of  the  Matsushita 
Group  to  assist  them  in  becoming 
aware  of  the  social  responsibility  of 
the  enterprise  to  prevent  environ- 
mental pollution  and  protect  the 
global  environment.  "The  recogni- 
tion of  the  importance  of  environ- 
5     mental  resources  is  a  goal  of  the 


Matsushita  Group,"  Tanii  explains. 
"We  have  300  employees  in  Japan 
and  200  overseas  who  are  respon- 
sible for  ensuring  that  their  divi- 
sions comply  with  our  policies  for 
preventing  pollution  and  protecting 
the  environment. " 


'AMAICHI 


Y 

I  Atsuo  Miki,  who  assumed  his 
I  duties  as  president  of  Yamaichi 
I  Securities  Co.,  Ltd.  last  June, 
sees  one  of  his  most  important  tasks 
to  be  that  of  steering  his  company 
through  the  present  worldwide 
recession:  "Of  the  many  markets 
where  Yamaichi  is  currently  active, 
none  are  more  attractive  than  those 
in  Asia.  The  European  markets,  for 
example,  are  mature  and  sophisti- 
cated, but  they  don't  offer  the 
growth  potential  of  Asia.  It  is  often 
said  that  the  twenty-first  century 
will  be  the  Asian  century,  but  there 
are  no  guarantees  of  early  returns. 
It's  necessary  to  have  a  long-term 
Asian  perspective  and  strategy." 

Asia,  however,  is  a  vast  continent 
of  enormous  diversity,  and  so  Miki 
believes  it  is  impossible  to  formulate 
an  all-encompassing  strategy  for  the 
entire  region:  "The  countries  of  Asia 
have  very  different  cultures  and 
languages,  but  what  they  do  have  in 
common  is  the  strong  wish  for  a 
brighter  future  and  healthier,  hap- 
pier lives  for  their  people.  Although 
they  have  achieved  great  economic 
success,  they  now  realize  there  are 
limits  to  their  growth  if  they  don't 
open  up  their  capital  and  money 
markets." 

From  the  mid-1980s,  many  Asian 
countries  began  to  come  round  to 
the  idea  of  making  their  financial 
markets  more  internationally 
accessible.  "The  Hong  Kong  and 
Singapore  markets  opened  up  early 
on,  and  they'll  continue  to  develop," 
Miki  predicts.  "But  markets  in 
countries  like  Indonesia,  South 


Atsuo  Miki 

Yamaichi  Securities  Co.,  Ltd. 


Korea,  Thailand  and  China  are  only 
beginning  to  allow  the  participation 
of  foreign  investors.  Efforts  must  be 
made  to  nurture  these  markets  until 
they  can  function  normally  and  be 
linked  to  other  markets  within  the 
region  and  elsewhere." 

Miki  emphasizes  the  need  for 
patience,  perseverance  and  coopera- 
tion to  prepare  a  foundation  for 
healthy  Asian  capital  and  money 
markets:  "At  Yamaichi,  we  stress 
three  important  factors  that  we  feel 
are  prerequisites  when  conducting 
business  in  Asia  —  timing,  location 
and  personal  relations.  Developing 
good  personal  relations,  especially   - 
with  distinguished  business  part- 
ners, is  absolutely  critical." 

Yamaichi's  principal  successes 
have  been  in  Indonesia  and  China. 
"We  have  a  seven-party  joint 
venture  in  Indonesia  called  PT  Asian 
Development  Securities  (ADS),"  Miki 
explains.  "ADS  is  a  member  of  the 
Jakarta  Stock  Exchange  and  partici- 
pates as  well  in  the  OTC  market. 
Last  March,  ADS  was  also  licensed 
to  manage  investment  funds." 

Miki  comments  on  developments 
in  the  Chinese  money  market: 
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Business  equipment  lias  become  a  necessary 
)art  of  everyday  business.  The  thintinp  w«  fn  i 


•naKe  easy-to-use  business  tools  that  were  power- 
ful enough  to  make  people  more  productive  and 
businesses  more  competitive. 


leadership.  The  thirdm  a  series. 


tllifll 


Hie  execution  was  imovativi 


We  started  by  researching  the  productivit}'  needs  of  the  business  com- 
miinit)-.  The  results  were  innovative  technologies  which  fulfilled 
those  needs.  Our  efforts  were  focused  on  improvements  to  existing  busi- 
ness products,  and  then  progressed  to  our  creatmg  entirely  new  produa 
ategories  as  well.  This  is  why  today  Canon  is  the  number  one  business 
choice  for  copiers,  color  copiers  and  plain  paper  facsimiles. 

One  of  the  earliest  problems  our  research  and  development 
engmeers  tackled  was  the  need  for  businesses  to  have  better  lookmg 
copies.  As  a  company  with  a  long  histor}'  of  expertise  in  optics, 

itameasnosurpnsethat 
our  research  team  developed 
new  ways  to  insure  unsur- 
passed copy  qualit)'. 
The  New 


Our  engmeers  didn't  stop  widi  just  improving  high-volume  cop)] 

systems,  they  alsP  rp  heCmmFCmpmmlcopier.nePCm( 

improved  our  best  ^    h  PC  BOL  for  copying  up  to  le^nkize)  /a 

selling  line  of  personal       '^  "^  ^^'^^  sm^-ainnd^e  s)'stm,  regimes  no  wa 
.  tm  and  am  even  turn  itself  off  when  you  forget  to. 

copiers.  For 


years  Canon  \ 


expect  from  Qnon.  A  pkin  piper  fax  uith  superior 
inwgin^  technobgies  for  wmntched  text  and  gripbic  reproduc- 
tion, md  higher-mhtme  producttiih. 


Process  (NT)  system,  which  incorporated  our  Toner  Projection 
Development  System,  was  one  of  the  first  steps  in  creatmg  our  innovative 
NP  line  of  copiers  to  provide  crisp,  clear  copies.  But  we  quickly  realized 
that  copy  quality  was  only  one  part  of  the  improvements  busmesses  need- 
ed. The  next  goal  was  to  insure  that  our  high-volume  copymg  systems 
were  reliable,  efficient  and  easy  to  use,  too.  A  goal  that  has  been  perfeaed 
in  The  Corporate  Lme  of  high-volume  NT  Copiers  from  Canon. 

To  ensure  The  Corporate  Line  copiers  stay  up  and  running,  we  uti- 
lize our  patented  Amorphous  Silicon  Drum.  This  Canon  mnovation  can 
last  more  than  twice  as  long  as  conventional  copier  drums,  based  on  copy 
volume,  so  scheduled  mamtenance  goes  down.  And  since  productivity  is 
just  as  important  as  reliabiHty,  The  Corporate  Lme  also  has  mcredibly  fast- 
first  copy  speeds  so  short  runs  are  more  efficient,  and  offers  the  largest 
paper  capacities  m  the  industry,  so  users  will  spend  less  time  at  the  copier 
and  more  time  workmg.  You  can  find  all  these  innovative  features  in  The 
Corporate  Line  copying  systems,  featuring  the  NP  6060  and  the  NP  9800. 
It's  breakthroughs  like  these  which  have  helped  make  Canon  copiers  the 
number  one  choice  for  the  last  ten  years. 

(Jim.LueaamdKmiefimiliJBiuii,(iJVHQaJ(^ljxiOifiantiiemfisclCmM}m.  61992 CfnUiA, Ik. 


recognized  the 
growing  number 
of  people  workmg  in 

their  home  offices  or  small  businesses.  These  people  had  very  unique 
needs.  They  needed  high-quality,  low-volume  copiers  that  were  extremj: 
reliable,  easy  to  use  and  compaa  in  size.  The  breakthrough  invention  \ 
the  patented  Canon  single-cartridge  system.  In  this  system,  our  engmi 
found  a  way  to  put  everything  that  could  run  out  or  wear  out — the 
tonei;  developer  unit  and  copier  drum — m  one  easy-to-replace  cartrid^ 
This  smgle  innovation  made  Canon  personal  copiers  virtually  mainte- 
nance free,  smce  changmg  a  cartndge  practically  gives  you  a  brand  nev  i 
copier.  But  of  course,  we  just  couldn't  leave  well  enough  alone.  Our  latf 
300  series  personal  copiers  incorporate  our 
newest,  single  mmi- 


I  ^  u  Unon  Color  User  Copier  W.  Our  premier 
1  di^td  Color  User  Copier  which  has  set  the  stmiiTii 
for  quality,  productn ity  and  flexibility,  with  feOures  unsurpds^- 
by  any  other  cdor  copier. 
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tridge  that's  approximately  25  percent  smaOer  and  makes  more  high- 
lity  copies.  It's  the  reason  our  PC  300  series  line  of  personal  copiers  are 
aller  and  lighter  than  ever  before.  And  the  reason  why  Canon  personal 
3iers  will  continue  to  be  the  number  one  brand  for  years  to  come. 
With  the  growing  popularity  of  facsimile  machines  in  businesses 
ross  the  country,  came  also  the  desire  to  send  and  receive  better  looking 
faxes.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
j    faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  produas. 
Combining  unrelated  breakthroughs,  such  as  the 
replaceable  cartridge  system  from  our  personal 
copiers,  and  laser  beam  printing  from  our  desktop 
.printers,  we  created  the  foundation  for  our  Laser 

Class  plain  paper  facsimiles.  We  also  invent- 
ed the  Canon  UHQ  fax  imaging  technolo- 
gy, which  markedly  improved  image  trans- 
mission, assuring  that  graphics,  text  and  photos 
are  sent  with  more  depth  and  clarity  than  ever 
before.  What's  more,  our  Hyper-Smoothing 
enhances  your  incoming  faxes,  so  even  poor  quality  images  are 
improved.  All  of  these  features  can  be  found  in  our  latest 
Canon  FAX-L775.  It  produces  among  the  highest  fax  image  res- 
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he  N?  6060  is  the  latest  addition  to  The  Corporate 
Line  of  reliable,  high-productivity  copying  systems. 
Its  unmatched  paper  capacity  gwes  it  the  power  to  produce  more 
copies  than  any  other  copier  in  its  class,  so  you  don't  have  to 
interrupt  large  copying  projects. 


olutions  possible  on 

cut-sheet  plain  paper. 

The  FAX-L775,  just  anodier  reason  why  Canon  Fax  machines  have  been 

the  number  one  selling  plain  paper  facsimiles  for  three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high- 
quality  color  to  business,  color  copying  was  relatively  primitive.  Canon 
Color  Laser  Copiers  brought  color  copying  into  the  next  century,  by 
producing  full-color  copies  with  picture-like  clarity  and  crisp,  black 
text.  What's  more,  they  used  our  Digital  Image  Processing  System  to 
give  users  the  ability  to  manipulate  images.  And  options  were  developed 
which  can  connect  both  the  Color  Laser  Copier  300  and  500  to  virtually 
any  color  imaging  source  from  computers  to  video.  Canon  Color  Laser 
Copiers  immediately  became  the  number  one  industry  choice,  and  they 
remain  die  standard  by  which  all  other  color  copiers  are  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
turned  into  products  that  became  the  market  leaders.  We  call  these  the 
products  of  enlightened  thinking.  After  trying  them,  you'll  see  why  Canon 
is  die  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-8004321-HOP). 
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Continued  from  S-26 

"We  are  proud  of  our  achievements 
there.  China  is  moving  toward 
privatization  and  has  opened  stock 
exchanges  in  Shanghai  and 
Shenzen.  The  exchanges  are  still 
very  basic,  but  they  mark  an  impor- 
tant step  forward  for  the  opening  of 
China's  securities  market.  Beijing 
will  continue  to  be  China's  political 
center,  while  Shanghai  will  become 
the  financial  hub  of  the  country. " 

"These  two  exchanges  trade  A- 
andB-shares,"  Miki  continues.  "For- 
eign investors  can  only  trade  B- 
shares,  and  Yamaichi  became  the 
first  Japanese  brokerage  authorized 
to  trade  them  on  the  Shanghai  ex- 
change. There  are  still  only  nine  B- 
shares  traded  on  each  of  the  two  ex- 
changes, but  that  authorization  was  a 
tremendous  breakthrough  for  us.  Not 
long  after,  we  became  the  authorized 
underwriter  for  placing  the  B -shares 
of  China  First  PencH  Co.,  Ltd." 

Yamaichi  also  supports  the 
Chinese  securities  market  outside 
Japan.  Miki  points  out,  "Yamaichi 
was  the  lead  manager  in  underwrit- 
ing Samurai  bonds  for  the  Shanghai 
International  Trust  Company.  The 
company  was  also  co-lead  manager 
in  listing  the  $100-million  J.F.  China 
Region  Fund  on  the  NYSE." 


AKENAKA 


T 

■  President  Toichi  Takenaka  is 

I  the  17th-generation  head  of 
I  Takenaka  Corporation  —  a 

corporation  that  was  founded  by  a 
seventeenth-century  master  carpen- 
ter in  Nagoya.  In  fact,  Takenaka  is 
one  of  the  world's  oldest  construc- 
tion companies. 

"Our  company  has  a  long,  colorful 
history,"  Takenaka  observes,  "but 
from  the  beginning  it  offered  a 
range  of  services  from  planning  to 
maintenance  and  management.  We 
provide  the  same  service  today,  but 
call  it  the  Integrated  Design  & 
)      Construction  System. " 


Worth  ¥83  trillion  in  1991,  Japan's 
construction  industry  is  the  biggest 
in  the  world.  Although  Takenaka 
Corp.  is  Japan's  fourth-largest  con- 
struction company  in  sales  volume,  ^ 
comparison  with  other  firms  can  be 
misleading.  "  Architectural-engineer- 
ing projects  account  for  99%  of  our 
orders.  A  subsidiary  handles  our  civil 
engineering  projects,  so  we  don't  in- 
clude them  in  our  business  results." 

Although  Takenaka  has  com- 
pleted many  large  industrial,  educa- 
tional, cultural  and  recreational  con- 
struction projects,  it  prefers  to  build, 
own  and  maintain  properties  —  both 
in  Japan  and  overseas.  Three  ex- 
amples are  the  Hyatt  Regency  Kauai 
resort  and  spa  on  Hawaii's  Kauai 
Island,  the  37-story  Crystal  Tower 
Building  in  Osaka  and  the  25-story 
Hotel  Nikko  in  San  Francisco. 

The  company  operates  in  16 
overseas  nations,  principally  in 
North  America,  Europe  and  South- 
east Asia.  "We  have  been  fortunate 
in  teaming  up  with  outstanding 
overseas  subcontractors  that 
provide  the  quality  labor  we  de- 
mand," Takenaka  notes. 

Training  is  a  priority  for  Takenaka 
Corp.  "We  emphasize  the  training 
and  education  of  employees  in  our 
overseas  offices,"  Takenaka  ob- 
serves. "Some  key  personnel  are 
sent  to  Japan  to  study  for  up  to  a 
year,  and  we  regularly  invite  10 
employees  a  year  to  Japan  for  two 
weeks'  training.  We  also  arrange 
visits  to  ongoing  projects  and  to  our 
offices,  as  well  as  sightseeing  trips 
to  historic  places  like  Kyoto. " 

Takenaka  is  particularly  inter- 
ested in  environmental  issues:  "I'm 
chairman  this  year  of  the  Building 
Constructors  Society.  One  current 
goal  set  by  the  member  companies 
is  to  reduce  the  use  of  tropical  wood 
for  concrete  forms  at  construction 
sites  by  35%  within  five  years'  time. 
Construction  companies  will  use 
either  metal  or  soft  wood  from 
cultivated  forests,  rather  than  from 
natural  or  tropical  forests." 

The  industry  is  also  reducing 


excess  packaging  and  inventory 
storage.  "We  are  working  with 
suppliers  to  reduce  or  eliminate 
completely  the  packaging  materials 
used  when  delivering  materials  to 
construction  sites.  We're  also  asking 
for  just-in-time  deliveries.  This 
avoids  the  need  for  inventories, 
which  helps  us  keep  our  construc- 
tion sites  clean  and  orderly.  Besides 
reducing  costs,  such  steps  also 
contribute  to  improved  safety. 

"Another  important  environmen- 
tal area  is  intelligent  buildings.  We 
use  energy-efficient  systems  in  those 
buildings,  such  as  the  vapor  crystal 
system,  which  produces  ice  slush   - 
during  off-peak  hours  when  electric- 
ity rates  are  lowest.  The  slush 
releases  cool  temperatures  during 
the  day  and  provides  efficient  air- 
conditioning  at  a  lower  running  cost." 

Takenaka  Corp.'s  dream  is  to 
construct  a  new  generation  of 
skyscrapers.  "Our  architects  have 
conceptualized  a  series  of  1,000- 
meter-tall  buildings  called  Sky  City 
1000,"  he  explains.  "Although  this 
may  still  be  a  dream,  it  is  not  so  far- 
fetched if  you  recall  that  the  Sears 
Tower  in  Chicago  is  443  meters  tall. 
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Symbiosis 'Asm 

Symbiosis  is  one  of  the  natural  wor.i's  truly  beautiful 
systems.  In  reality,  this  principle  of  dynamic  natural  rela- 
tionships exists  not  only  among  plants  and  animals;  it  also 
applies  to  animals  and  humans,  humans  and  humans, 
companies  and  companies,  companies  and  the  environ- 
ment, humans  and  the  earth.  It  is  this  very  relationship, 
expressed  by  the  term  "Symbiosis:  ism", that  is  our  goal  for 
bringing  about  better  business  global  partnerships.  Through 
both  free  competition  and  harmony,  based  on  a  spirit  of 
mutual  benefit  and  trust,  Nippon  Steel  will  continue  to  make 
these  interactions  more  productive  and  fruitful  for  our  lives. 

IMIPPOIM  STEEL 


GLOBAL 
CONNECTIONS 


Yamaichi  helps  clients  to  maximize  their 
financial  potentials  worldwide,  with 
everything  from  diversified  investment  to 
international  debt  and  equity  financing. 

As  a  fully  integrated  financial  institution  with  broad  international 
expertise,  Yamaichi  is  providing  customers  worldwide  with 
a  one-stop  source  of  financial  services.  From  brokerage,  portfolio 
advice  and  fund  management  to  innovative  corporate  finance  and 
M&A  assistance.  Ask  us  how  global  integration  can  make  the 
best  of  your  world. 


lycoi 
h 
"T 
Kork 
West 
Ipe 
oouo 
O.S,( 
shift 

|>nn( 
Dess 


YAMAICHI 

YAMAICHI     SECURITIES 

Vbmaichi  Securities  Co.,  Ltd.:  Tokyo,  Japan  Tel:  03-3276-3181  Telex:  J22505  YAMAYORK 

Yamaichi  International  (America),  Inc.:  New  York  Tel:  212-912-6400  Telex:  421281  YNY  Ul 

Chicago  Branch:  Tel:  312-930-9133  Telex:  4330169  YAMACH  Los  Angeles  Branch:  Tel:  213-626-0401  Telex:  TWX910-321-3890 

Montreal,  Toronto,  London,  Amsterdam,  Frankfurt/Main,  Berlin,  Paris,  Zurich,  Geneva,  Lugano,  Milano,  Madrid,  Bahrain,  Hong  Kong, 

Singapore,  Bangkok,  Kuala  Lumpur,  Jakarta,  Beijing,  Shanghai,  Seoul,  Sydney 
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our  or  five  Sky  City  1000  buildings 
rould  encompass  all  the  functions  in 
/linato  Ward,  one  of  Tokyo's  largest 
i/ards.  The  area  now  occupied  by 
ther  buildings  would  be  turned  into 
arks  and  other  green  belts." 


OSHIBA 


One  of  the  newest  corporate 
"faces"  in  Japan  is  President 
Fumio  Sato  of  Toshiba  Corpora- 
ion,  who  assumed  his  position 
jarly  last  summer.  Like  his  com- 
)any,  Sato  says  his  basic  commit- 
oient  is  to  people  and  to  the  future, 
iis  approach  is  direct  and  positive: 
'I  like  to  tell  people  clearly  what  I'm 
joing  to  do,  then  do  it. " 

Sato  is  an  engineer,  like  the  presi- 
ients  of  many  major  Japanese  manu- 
kcturing  companies.  What  makes 
lim  a  particularly  appropriate  choice 
0  head  Toshiba  during  this  critical 
uncture  is  his  strong  background  in 
our  areas :  production  control,  quali- 
fy control,  environmental  protection 
and  improvement  of  productivity. 

"The  changes  taking  place  in  the 
world,  such  as  the  integration  of 
i/Vestem  Europe,  the  transition  pains 
experienced  by  Eastern  European 
countries  and  the  slowdown  of  the 
U.S.  economy  suggest  a  worldwide 
shift  to  a  period  of  low  economic 
growth. "  Toshiba  emphasizes  two 
principal  points  in  adjusting  its  busi- 
ness to  global-change,  localization 
and  international  cooperation. 

Sato  says,  "Moving  nonessential 
products  from  one  country  to 
another  is  wasteful.  In  overseas 
projects,  there  are  usually  some 
components  that  need  to  be  ob- 
tained from  Japan,  but  our  basic 
thinking  is  to  produce  and  procure 
where  the  markets  are  located.  We 
are  therefore  stepping  up  produc- 
tion in  the  U.S.  and  southeast  Asia. 
As  the  market  becomes  increasingly 
globalized,  we  are  focusing  more  on 
the  efficient  use  of  locally  available 


resources  through  cooperative 
relationships,  which  also  helps 
avoid  trade  frictions. 

"Toshiba  provides  both  manage- 
rial and  technological  transfers  in 
countries  where  we  have  production 
facilities."  Sato  adds,  "We  are  espe- 
cially proud  of  our  quality  control  (QC) 

activities  and  how    

they  contribute  to-  ' 
ward  waste  pre- 
vention. One  way 
we  promote  QC  is 
through  an  inter- 
national competi- 
tion held  armually 
in  Japan.  Around 
15  QC  teams 
are  invited  from 
Europe,  North 
America  and 
Southeast  Asia. " 

Sato  himself  in- 
augurated the 
competition  five 
years  ago.  "It's  a 
prestigious  inter- 
national event," 
he  explains,  "and 
the  overseas 
teams  bring  with 
them  the  finest 
projects  completed  by  more  than 
5,000  employees." 

According  to  Sato,  Toshiba  had 
been  cooperating  with  overseas 
companies  many  years  before  such 
associations  became  fashionable. 
"Now  everyone  is  doing  it  because 
the  cost  of  high-tech  R&D  projects 
—  involving,  for  example,  what  we 
call  fused'  technology  —  has 
ballooned  to  such  an  extent  that  it  is 
beyond  the  financial  capabilities  of  a 
single  company.  We  share  the  risks 
involved  in  projects  with  other 
leading  firms." 

Cooperation  with  prominent 
partners  shortens  the  time  needed 
to  pursue  new  business  opportuni- 
ties and  makes  better  use  of  human 
ax  id  material  resources.  One  ex- 
ample is  Toshiba's  investment  in 
Time  Warner.  "Japan  produces 
outstanding  hardware,"  Sato  says. 


"but  is  often  behind  in  audiovisual 
software  development.  The  partner- 
ship with  Time  Warner  gives  us 
greater  software  capabilities,  in  the 
form  of  access  to  existing  TV 
programs  and  movies,  which  in  turn 
enhances  our  hardware  business." 
Companies  today  often  compete 


Fumio  Sato 

Toshiba  Corporation 
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in  one  area  and  cooperate  in  an- 
other. "GE  of  the  U.S.  is  a  competitor 
for  us  in  some  areas,"  Sato  says, 
"but  we  also  cooperate  with  it.  For 
instance,  we  observed  that  many 
Japanese  who  return  home  after 
living  in  the  U.S.  want  to  buy  large 
U.S.  refrigerators,  so  we  began  to 
sell  and  service  GE  refrigerators  in 
Japan.  We  are  seeing  many  opportu- 
nities for  new  business  alliances  of 
this  kind." 

With  his  specialized  knowledge, 
Sato  believes  industry  must  resolve 
envirormiental  problems  to  ensure 
future  world  economic  growth.  "We 
are  keen  to  take  the  lead  in  this 
area.  Toshiba  is  currently  reviewing 
its  internal  environmental-control 
systems.  We  are  also  assigning  full- 
time  specialists  to  study  environ- 
mental problems  and  propose  _ 
solutions.                                                 S- 
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New  Brother  Fax  Madiines 
Offer  Breakthrough 
Technology  And  Value  For 
The  Home/ Office 


FOR  THOSE  OF  US  who  think 
we've  "seen  it  all"  when  it  comes 
to  fax  machines, 
there's  a  new  line  of 
affordable  units  from 
Brother  called  the 
ACS^^  IntelliFax® 
Series  that  bears  some 
serious  looking  into. 

Thanks  to  a  wide 
array  of  features — 
most  notably  the 
already  proven  ACS  — 
an  exclusive  Anti-Curl 
System  that  produces 
flat  easy  to  read  faxes 
with  standard  (ther- 
mal) fax  paper,  and 
the  new  ThermaPlus/'*' 
thermal  fax  paper, 
these  Brother  IntelliFax  units 
go  a  long  way  towards 
giving  users  high  le\el  fax  power 
and  convenience — uithout  the 
high  price. 

The  ThermaPlus  paper —  which 
is  included  with  ever)'  IntelliFax 
model,  is  one  of  the  major  features 
that  sets  the  Brother  IntelliFax 
units  apart.  Unlike  conventional 
thermal  fax  papers,  (which  these 
machines  are  also  compatible 
with),  ThermaPlus  feels  like  plain 
paper.  You  can  even  w  rite  on  it 
with  a  pen  or  highlighter.  It  also 
reduces  print  fading,  thus  making 
it  ideal  for  filing  purposes.  The 


brother 


ANTI-CURL 
SYSTEM" 


company  describes  ThermaPlus  as 
"Looks  and  feels  like  plain  paper," 
and  as  thousands  of 
amazed  and  ver\'  sat- 
isfied users  will  attest 
to,  their  description 
is  100%  on  the  money. 

Thanks  to  the 
combination  of  ACS 
and  ThermaPlus, 
users  can  enjoy  the 
benefits  of  plain 
paper  fax  machines 
without  haxing  to  pay 
their  high  price. 

Because  of  the 
wide  array  of  features 
offered  by  the 
Brother  IntelliFax 
lineup — including 
auto  cutters,  feeders,  memory- 
dialers,  sleek  ergonomic  st)'ling, 
fax/tel  switches  and  more,  there  is 
a  model  priced  to  fit  \irtually  every 
t)pe  of  customer — and  need. 

While  fax  machines  are  as  com- 
mon in  today's  business  environ- 
ment as  the  telephone  and  copier, 
man\-  analysts  believe  the  office  is 
only  the  tip  of  the  iceberg.  The 
home  user — having  already  seen 
the  benefits  of  fax  in  the  work- 
place, quickly  realizes  the  advan- 
tages of  having  one  in  their  office  at 
home.  Besides  itspriman'  use  as  a 
facsimile,  it  can  also  be  used  as  a 
phone,  personal  copier  and  inter- 


faced to  \'our  telephone 
answering  machine. 

Steve  Giblin,  Home  OflRce 
buyer  for  J&R  Music  World — one 
of  the  countr\''s  leading  home/ 
office  &  electronics  retailers,  says 
"the  IntelliFax  units  have  been 
doing  phenomenal  at  retail,  thanks 
in  large  part  to  their  combination 
of  features  and  value." 

"We  recommend  Brother 
IntelliFax  with  ACS  because  it's  so 
salable"  says  Mr.  Giblin.  "Feature 
for  feature  they  offer  consumers  a 
lower  price  and  higher  qualit\'.  In 
addition,  our  managers  are  amazed 
by  how  much  the  ThermaPlus  paper 
benefit  means  to  the  customer." 

In  today's  highh'  conserxative 
electronics  retail  marketplace, 
an  endorsement  like  that  shows 
that  if  you  really  know  the  "fax," 
the  Brother  IntelliFax  Series  is 
simply  the  smart  choice.  ■■. 
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OUR  FAX 
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SYSTEM" 


ACS  ANTI-CURL  SYSTEM 

Eliminates  annoying  curling 
problems.  Makes  incoming 
documents  easier  to  read, 
stack,  copy  and  file. 


WITH 

Therma 

PLUS/^ER 

IT  FEELS 

LIKE  PLAIN 
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ThermaPlus  FAX  PAPER 

It  looks  and  feels  like  plain 
paper.  Easy  to  write  on  with 
pen  or  highlighter.  There's 
no  curling,  and  reduces 
print  fading  for  longer  filing 
life.  A  roll  is  included  with 
every  Brother  IntelliFax. 


90-DAY 

ON-SITE 

WARRANTY 

SERVICE 

ANYWHERE 

IN  THE  CONTINENTAL 

UNITED  STAHS 


Only  the 
Brother  ACS 
IntelliFax  "Series 
offers  all  these 
features. 
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AVAILABLE  AT:  MONTGOMERY  WARD  ELECTRIC  AVENUE  •  OFFICE  DEPOT  •  SEARS  BRAND  CENTRAL  •  SILO  •  STAPLES 


We're  at  your  side. 


BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane.  Somerset.  NJ  08875-6714 
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"Our  approach  to  the  environment 
is  comprehensive.  Besides  looking  at 
ways  to  reduce  waste  products 
created  during  the  production  pro- 
cess, we  are  also  studying  how  end- 
users  use  our  products  so  that  we 
can  introduce  changes  from  the  earli- 
est design  stages  to  make  our  prod- 
ucts more  envirormient-friendly. " 

As  a  Fourth  Level  Master  of  shogi 
(Japanese  chess),  Sato  is  accus- 
tomed to  contemplating  strategies. 
"It  is  sometimes  useful  to  compare 
certain  business  situations  to 
particular  moves  in  shogi. " 


INOLTA 


"Some  business  people 
relate  managing  a  company 
to  playing  golf, "  says 
President  Hideo  Tashima  of 
Minolta  Camera  Co.,  Ltd.,  "but  I 
think  of  golf  purely  as  a  game.  Of 
course,  certain  aspects  of  the  game 
could  be  applied  to  business  —  like 
the  sportsmanship  and  persever- 
ance required  —  but  such  compari- 
sons can  go  too  far.  There  is  nothing 
in  golf  that  really  compares  with  the 
risks  managers  take  in  business, 
especially  in  manufacturing. 
Whether  golfing  or  managing, " 
Tashima  adds,  "I've  learned  to  face 
situations  squarely  and  solve 
problems  one  at  a  time. " 

Tashima  explains  the  origins  of 
the  Minolta  name.  "My  father,  the 
company  founder  Kazuo  Tashima, 
used  Minolta  as  a  brand  name 
before  it  became  the  name  of  the 
company.  Our  company's  first  plant 
was  located  outside  Kobe  and  was 
surrounded  by  rice  fields,  which  are 
called  ta  in  Japanese.  Ta  is  also  the 
first  character  in  my  family  name. 

"One  day,  my  father  noticed  rice 
plants  in  a  local  field  bending  under 
the  weight  of  the  ripe  grain.  The 
Japanese  word  for  plants  ripening  in 
this  way  is  minoru,  and  the  sight  of 
the  rice  plants  humbly  bowing  as  if 
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in  appreciation  for 
their  abundance 
made  a  power- 
ful impression  on 
my  father.  He 
combined  minoni 
with  ta  to  create 
'Minolta' — a  com- 
bination of  grati- 
tude toward  our 
customers  and 
hope  for  the 
prosperity  of  the 
Tashima  family. " 

Besides  its  con- 
cern for  busi- 
ness prosperity, 
Minolta  is  also 
particularly  con- 
scious of  the  need 
for  environmental 
protection.  The 
company  encour- 
ages its  employ-    

ees  to  relate  their  everyday  work 
activities  to  the  well-being  of  the 
environment.  This  can  be  seen  in 
the  way  the  company  uses  paper. 
"We  strive  to  teach  our  employees 
to  conserve  paper,"  Tashima  says, 
"by  explaining  that  it  helps  to 
preservethe  world's  forests."  Asa 
result,  there  has  been  a  company- 
wide  reduction  in  Minolta's  paper 
consumption. 

"As  one  of  the  ways  in  which  the 
company  promotes  the  environmen- 
tal awareness  of  all  Minolta  employ- 
ees," Tashima  continues,  "we 
pubhshed  a  booklet  this  June  which 
contains  a  seven-point  'Minolta 
Envirormient  Policy'  as  weU  as  a  quiz 
so  that  each  employee  can  check  his 
or  her  environmental  consciousness. 
This  company  pubUcation  has  been 
weU  received  by  the  employees, 
their  families  and  even  people 
outside  the  company. " 

Recently,  the  Minolta  Environ- 
mental Conmiittee,  which  took  a 
leading  part  in  the  booklet's  publica- 
tion, also  completed  concrete  guide- 
lines to  follow  up  the  initial  steps 
expressed  in  the  policy  and  aims  to 
establish  fundamental  systems  to 


Hideo  Tashima 
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promote  effective  and  responsible 
environmental  activities  throughout 
the  Minolta  group  all  over  the  world. 

"Our  principal  envirormiental 
interests  today,"  Tashima  adds, 
"involve  conservation  of  natural 
resources,  use  of  recyclable  raw 
materials  and  suppression  of 
harmful  emissions.  We  are  using 
more  envirormient-friendly  packag- 
ing materials  such  as  cardboard, 
rather  than  non-combustible  plastic. 
Some  of  our  efforts,  however,  are 
almost  invisible:  although  we 
formerly  discarded  plastic  carrying 
cases  for  parts  and  plastic  stacking 
pallets  sent  overseas,  we  now 
return  them  to  Japan  for  reuse." 

Minolta  also  uses  an  ecology 
mark,  which  consists  of  an  image  of 
the  earth  wreathed  in  young  leaves 
and  bears  the  words:  "Clean  the 
Earth." 

"We  use  the  ecology  mark," 
Tashima  explains,  "to  express  our 
concern  for  the  envirormient. "  As  a 
global  corporate  citizen,  Minolta  will 
continue  to  do  whatever  it  can  to 
protect  the  environment  for  the 
people  of  today  and  for  future 
generations. 
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HAVE  YOU  SEEN  OUR 
NEW  OFFICE? 

As  the  term  "Global  Community"  becomes  more  of  a  reality, 
so  too  will  the  fact  of  a  global  marketplace.  At  Itochu,  we  feel 
the  best  way  to  integrate  into  this  world  without  frontiers  is  to 
reposition  ourselves  as  a  true  Globally  Integrated  Corporation. 

In  line  with  this  new  stance,  and  our  new  name,  is  our  new 
company  motto,  "Itochu.  Committed  to  the  global  good."  Not 
just  an  empty  statement,  these  words  indicate  our  shift 
from  doing  business  as  a  purely  profit-seeking  exercise, 
to  one  where  the  benefits  of  our  commerce  are  more 
equitably  divided  between  economic  gain,  social  well- 
being  and  the  needs  of  the  individual. 

It's  a  philosophy  that  we're  putting  to  work     Committed  to  the  global  good. 
in  almost  150  Itochu  locations  around  the  world, 

in  every  field  we're  involved  in,  from  satellite  Societal  individual 

communications  to  ore  refining.  ^"^'"^  ^""^'** 

As  we  approach  the  next  century,  the  way 
companies  do  business  will  change.  With  our  global  outlook, 
we  already  have. 

ITOCHU  Corporation 


Economic 
Benefits 


ITOCHU 


In  Japan,  Takenaka  speaks 
your  language... 


They're  the  measure  of  performance  the 
world  over,  the  secret  to  making  sense  of 
a  complex  market  like  Japan.  Results  say 
it  all.  And  in  property,  Takenaka' s  record 
speaks  volumes.  Whether  it's  a  feasibility 
study,  site  selection,  design,  construction, 
or  a  total  turnkey  package  (f 
you're  looking  for, 
Takenaka  has  the  expe- 
rience and  the  resources 
to  support 


of  property  listings.  And  an  unsurpassed 
record  of  providing  turnkey  installations 


Bosch  Technical  Center. 

Designed  and  buiit  by  Thkenaka  Corfxmitio 


IBM  Japan  Yamato  Laboratory.  Designed  and  buill  by  Tukenukn  ('(/rpvraiiim. 

you  every  step  of  the  way.  With  an 
experienced,  multilingual  staff  of  building, 
design  and  realty  specialists.  A  huge  pool 


for  leading  international 
clients,  Takenaka  spells 
a  successful  partnership 
in  any  language.  So  if 
you're  building  in  Japan 
or  just  looking  at  the  options,  call  on 
Takenaka.  We'll  talk  results  and  when 

you're  ready,  we'll  deliver. 


Eastman  Kodak  (Japan)  KftD  Center. 

Designed  and  buiU  by 
Takenaka  Corporation 


69  TAKENAKA 

Breaking  new  ground  in  construction  and  engineering. 


TAKENAKA  CORPORATION  21-1.  Ginza  8<home,  Chuo-ku,  Tokyo  104.  lapan  Phone:  03-3542-7100  Fax  03-3545-9385  Telex:  TAKTOK  126167 
U.S.A.:  -ftkenaka  International  (USA)  Ltd.  New  York  Office:  70  E   55th  St,  New  York.  NY  10022.  USA  Tbl:  (212)  759-3375  Fax:  (212)  758-7274 
Europe:  T&kenaka  Europe  G.m.b.H.:  Ost  Strasse  10.  4000  Dusseldorf  I ,  Germany  Tel:  (211)  167940  Fax  (211)  1679444 
South  East  Asia:  Takenaka  Singapore  Pte.  Ltd.:  Room  18-04.  Wisma  Atria.  435  Orchard  Road.  Singapore  0923  Tel:  737561 1  &  7323539  Fax:  7335991 
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What  about  the  future?  Tashima 
Ertates:  "We  are  transforming 
\^inolta  into  a  different  company.  A 
new  managerial  philosophy  and 
fresh  vision  will  reorient  our  employ- 
ees about  Minolta's  direction,  while 
emphasizing  new  growth  in  high- 
tech  areas  other  than  cameras  and 
copiers. 

"Rather  than  being  dependent  on 
mass  sales,  we  plan  to  move  into 
high  value-added  areas  where  we 
can  use  our  optical  technology,  such 
as  advanced  electronics.  Minolta  is 
integrating  its  domestic  and  over- 
seas production,  sales  and  distribu- 
tion facilities  for  greater  efficiency, 
while  strengthening  overseas 
production. 

"Finally,  we  are  paying  closer 
attention  to  helping  resolve  trade 
frictions  and  Japan's  unequal  trade 
balance  with  some  countries.  We 
have  set  ourselves  the  challenge  of 
making  a  positive  contribution  to 
international  society  from  a  truly 
global  perspective." 


HISEIDO 


S' 

■  Although  Shiseido  Company, 
%M  Ltd.,  headed  by  President  and 
W  CEO  Yoshiharu  Fukuhara,  is 

Japan's  largest  cosmetics  company 
—  and  one  of  the  largest  in  the 
world  —  with  sales  of  $4.1  billion  in 
fiscal  1992,  it  began  120  years  ago 
as  Japan's  firSt  Western  pharmacy. 
Founded  by  Fukuhara' s  grandfather, 
Shiseido  was  incorporated  as  a  stock 
company  in  1927.  Fukuhara  has  been 
in  charge  of  the  company  since  1987. 

"Shiseido  is  undoubtedly  a 
cosmetics  maker,"  Fukuhara  says, 
"but  because  of  our  beginnings  in 
pharmaceuticals,  we  have  much 
more  extensive  R&D  facilities  than 
others  in  the  industry.  Our  new 
corporate  slogan,  'The  science  of 
beauty  and  well-being,'  expresses 
our  commitment  to  science. " 

The  name  "Shiseido"  could  be 


interpreted  as  "Praise  the  virtues  of 
the  earth,  which  nurtures  new  life 
and  brings  forth  value. "  Says 
Fukuhara,  "Value  in  life  can  be 
achieved  only  through  the  sustained 
harmony  of  mind,  body  and  soul. " 
The  history  and  culture  of  the 
company  are  very  important  to 
Fukuhara:  "Like  your  family  name, 
the  name  and  origin  of  your  com- 
pany are  very  significant. " 

"When  I  was  appointed," 
Fukuhara  says,  "I  was  determined 
to  analyze  our  origins  and  success, 
examine  the  social  significance  of 
our  cumulative  expertise  and  see  if 
reforms  were  needed.  I  wanted 
Shiseido  to  go  back  to  basics,  and 
from  there  I  formulated  a  grand 
design  to  prepare  us  for  the  twenty- 
first  century.  It  had  to  be  a  realistic 
dream.  Reality  without  ideals  is 
possible  in  the  business  world,  but 
not  ideals  without  reality. " 

Fukuhara  also  wants  Shiseido  to 
be  a  company  that  cares  for  its 
employees  and  for  society,  and  he 
emphasizes  the  need  for  close 
internal  communications:  "I  want 
our  people  to  express  and  develop 
themselves  as  human  beings.  Too 
often,  employees  become  over- 
zealous  and  feel  their  commitments 
to  the  company  taking  precedence 
over  obligations  to  their  families  and 
society.  I  tell  our  people  that  I  want 
them  to  maintain  a  healthy  balance 
between  work,  family  and  social 
contribution. 

"My  grand  design  is  a  statement 
of  the  role  Shiseido  will  play  in  the 
twenty-first  century.  It  emphasizes 
scientific  excellence,  diversification 
and  customer  satisfaction.  In  line 
with  my  grand  design  objectives,  I 
have  been  trying  to  build  a  new 
group  of  professionals  dedicated  to 
realizing  these  ambitious  goals." 

Shiseido's  new  corporate  slogan 
stresses  both  the  scientific  and 
humanistic  facets  of  the  company. 
"Llany  people  think  of  Shiseido  as  a 
'scientific'  company  because  of  our 
origin  and  extensive  R&D  programs. 
We  use  science  to  improve  the 
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quality  of  life  for  the  enhancement 
of  overall  well-being. " 

Though  head  of  a  "scientific" 
company,  Fukuhara  has  many 
artistic  inclinations.  His  love  for  the 
arts  has  led  Shiseido  to  support 
many  cultural  activities.  Fukuhara  is 
president  of  the  Association  for 
Corporate  Support  of  the  Arts,  and 
his  company  dedicates  space  to  the 
Shiseido  Gallery  in  Tokyo's  Ginza. 
Since  1919,  over  3,000  budding 
artists  have  been  allowed  free  use  of 
the  gallery  to  hold  shows.  As 
president  of  the  All  Japan  Orchid 
Society,  he  is  also  one  of  the 
country's  leading  authorities  on 
orchids  and  has  five  new  varieties 
registered  by  the  Royal  Horticultural 
Society  of  England.  In  addition,  he  is 
a  professional-class  photographer 
and  has  published  an  authoritative 
photographic  collection  on  orchids. 

Fukuhara  believes  his  interest  in 
orchids  helps  keep  him  mentally  and 
physically  healthy:  "It's  important  to 
relax  and  shift  your  thinking  away 
from  business  once  in  a  while. "  He 
adds  with  a  smile,  "Often,  growing 
orchids  teaches  me  how  to  run  the 
company. "  S-: 


IT 


9:27  PM 


NEC  makes  a  hard  day's  work  a  little  easier. 

Often,  a  day  at  the  office  runs  well  into 
the  night.  That's  one  of  the  reasons  NEC  places 
a  high  priority  on  user  comfort  and  safety  in  the 
development  of  new  products. 

We  call  this  people-minded  thinking  our 
ErgoDesign™  philosophy,  and  our  new  line  of 
Multisync®  Monitors  is  a  prime  example. 

Their  reduced  ELF/VLF  emissions  meet 
the  strictest  safety  guidelines  in  the  world.  They're 
flicker-free,  with  anti-glare  protection  for  less  eyestrain.  A  tilt-swivel  base 
for  less  neckstrain.  An  anti-static  screen  coating  that  eliminates  dust  and 
static  shock.  And  up-front  controls  that  are  easy  to  reach  and  use. 

It's  no  wonder  you'll  see  NEC  products  in  corporations  large 
and  small.  In  public  and  private  institutions.  In  homes  across  the  country. 
At  NEC,  we  don't  consider  our  work  done  until  we've  made  it  easier 
to  do  yours. 

For  more  information,  call  us  at  1-800-338-9549. 


Multisync  is  a  registered  trademark  and  ErgoDesign  is  a  trademark  of  NEC  Ihchnologies,  Inc. 


We  have  changed  our  corporate  mark  to 
reflect  our  new  vision  for  the  2 1  st  century. 


Communications  •  Computers  •  Electron  Devices. 
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President  Takashi  Kitaoka 
of  Mitsubishi  Electric 

Corporation  assumed  office  in 
June  1992.  He  is  the  first  president  of 
a  major  electrical  industries  company 
in  Japan  to  have  emerged  from  the  semi- 
conductor division.  "I  was  totally  sur- 
prised when  I  heard  of  my  appoint- 
ment," Kitaoka  says,  "because  business 
in  the  semiconductor  division  was  in  a 


Takashi  Kitaoka 

Mitsubishi  Electric  Corporation 


slump.  But  perhaps  the  experience  of 
coping  with  difficult  business  situa- 
tions will  help  me  in  my  new  position. " 

Kitaoka  is  no  stranger  to  hard 
times.  Born  in  early  1931,  during  the 
Great  Depression,  he  entered 
Mitsubishi  Electric  in  1955,  when 
Japan  was  in  the  middle  of  a  severe 
recession  following  the  end  of  the 
Korean  War.  Since  then,  he  has 
found  himself  facing  a  recession 
every  time  he  won  important 
company  appointments.  Kitaoka, 
however,  is  a  born  optimist:  "All 
past  recessions  came  to  an  end,  and 
2     so  will  this  one.  Besides,  I  don't 


view  the  present  situation  as  a  real 
slump.  Our  sales  haven't  decreased, 
but  our  fixed  costs  have  gone  up 
because  we  expected  better  profits, 
and  those  profits  weren't  reaUzed. " 

For  Mitsubishi  Electric,  Kitaoka 
believes,  globalization  is  an  important 
key  to  improved  business.  "Our  global- 
ization," he  explains,  "started  in  the 
late  1960s,  with  exports.  We  exported 
to  obtain  foreign  currency  because 
Japan's  domestic  market  wasn't  big 
enough  to  support  the  growth." 

As  products  from  Japan  reached 
higher  quality  levels,  they  began 
selling  almost  too  well,  and  prob- 
lems emerged  in  overseas  markets. 
"That  led  to  the  second  stage  of 
globalization,  the  overseas  siting  of 
production  facilities,"  Kitaoka  notes. 
"We  went  to  the  countries  where 
the  markets  were  located,  created 
employment  opportunities  and 
contributed  to  the  various  national 
economies.  That  helped  to  reduce 
some  of  the  trade  frictions." 

Nevertheless,  Japan's  trade  balance 
continued  to  record  huge  surpluses 
each  year,  and  Mitsubishi  Electric  took 
new  steps  to  draw  closer  to  the  over- 
seas communities  where  it  was  doing 
business.  "We  began  opening  sales 
offices  and  R8cD  centers  in  other  coun- 
tries, "  Kitaoka  says.  "In  addition  to  mak- 
ing and  selling  products  in  the  United 
States,  we  also  had  Americans  design- 
ing them  there  for  Americans  to  use. 
Our  most  recently  established  R&D 
center  is  Mitsubishi  Electric  Research 
Laboratories,  Inc.  in  Cambridge,  Massa- 
chusetts." 

At  the  present  time,  Mitsubishi 
Electric's  important  phase  of  corpo- 
rate development  involves  global- 
ization and  localization.  "Our  inter- 
est lies  not  just  in  local  procurement 
of  components,  but  with  the  fusion 
of  our  company  and  its  affiliates  into 
the  very  heart  of  local  communities. 
Examples  of  how  we  blend  into  a 
community  are  usually  low-key.  We 
sponsor  the  exchange  of  drawings 
between  Japanese  and  American 
schoolchildren.  In  Thailand,  we 
provide  scholarships  to  needy  college 


students,  and  we  also  occasionally 
invite  musicians  from  countries  in  Asia 
and  Africa  to  perform  in  Japan. " 

One  highly  acclaimed  project  is 
the  Mitsubishi  Electric  America 
Foundation,  founded  jointly  by 
Mitsubishi  Electric  Corporation  and 
its  U.S.  subsidiaries.  "This  founda- 
tion's endowment,"  Kitaoka  says, 
"will  reach  $15  million  by  1996.  Its 
sole  aim  is  to  assist  young  Ameri- 
cans with  disabilities  to  lead  fuller, 
more  productive  lives  through  edu- 
cation and  other  means." 

Another  important  area  of  activi- 
ties for  Mitsubishi  Electric  relates  to 
strategic  alliances.  "We've  pro- 
moted ties  with  overseas  companies 
for  many  years,"  Kitaoka  says.  "The 
focus  today  is  on  sharing  the  risk  in 
huge  or  highly  technical  projects. 
One  of  these  major  projects  involves 
putting  an  observation  platform  into 
space  to  monitor  pollution  of  the 
oceans  and  global  warming. " 

IKKOMAN 


"  Japan-U.S.  relations  are  im- 
proving, "  says  Executive  Man- 
aging Director  Yuzaburo  Mogi 
of  Kikkoman  Corporation.  As  a  rep- 
resentative of  the  Japan  Association 
of  Corporate  Executives,  Mogi  re- 
cently attended  a  meeting  of  the  U.S. 
Committee  for  Economic  Develop- 
ment. "Most  of  the  American  busi- 
ness people  taking  part  in  panel 
discussions  at  the  meeting  saw  Ja- 
pan-U.S. relations  recovering,"  Mogi 
observes.  Although  this  is  an  encour- 
aging trend,  he  stresses  it  is  still  im- 
portant to  prevent  negative  tenden- 
cies from  developing.  "It  doesn't  help 
Japan-U.S.  relations  if  Japanese  con- 
tinue to  believe,  for  example,  that 
American  cars  are  poorly  made  —  or 
if  Americans  believe  that  Japan's  mar- 
kets are  closed.  The  truth  lies  some- 
where in  between,  and  people  need 
to  be  constantly  reminded  of  this.  It 
would  be  helpful  if  the  media  dissem-  J 
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You  Too  Can  Raise  Your  Level 
Of  Productivity 

And  it  can  happen  overnight.  (Provided,  of  course,  ductivity.  (And  remember,  those  who  increase  their 

that  you  purchased  a  iviinolta  EP  8602  Pro  Series  Cop-  productivity  stand  the  best  chance  of  ruling  the  roost.) 

ier  the  day  before.)  This  is,  after  aii.  the  copier  that  For  more  information,  and  your  own  copy 

was  rated  'the  most  productive  in  its  ciass"  by  of  Minnellas  32-point  productivity  analysis,  caii 


Thomas  A.  Minneiia,  a  leading  independent  analyst.* 

With  good  reason.  It  produces  60  copies  per  min- 
ute, comes  with  a  20-bin  stapler/sorter,  gets  50,000 
copies  between  toner  refills  and  has  a  6 1  %- 1 64%  zoom. 
What's  more,  Minolta's  remarkable  S.M.A.R.T.  system 
automatically  contacts  your  service  rep  at  the  mere 
hint  of  trouble. 

Clearly,  the  EP  8602  will  do  wonders  for  your  pro- 


1-800-9-IVIINOLTA. 


•Author  of  The  Copier 
Productivity  Primer 


PRO  SERIES  COPIERS 


ONLY  FROM  THE  MINDS  OF  MINOLTA 


MINOLTA 


THE  INCREDIBLE  EXPANDING  FAX 

YOUR  BUSINESS  CANl  OUTGROW  IT 
THE  COMPETITION  CAN'T  OUTPERFORM  IT 


Nothing  else  looks  like  it,  or  works  like  it. 

The  RICOH  plain  paper  laser  FAX4500L  gives  your 
business  a  whole  new  combination  of  expandability  and 
productivity.  Its  memory  can  expand  from  57  to  1,200  pages 
and  its  paper  supply  can  grow  from  250  to  an  unprecedented 
2,250  sheets.  Which  means  no  matter  how  big  your  business 
gets,  the  FAX4500L  just  gets  more  impressive. 

Productivity?  The  FAX4500L  scans  at  a 
rate  of  approximately  2  seconds  a  page,  and 
transmits  at  a  rate  of  6  seconds,  upgradeable 
^    to  1.5  seconds*  a  page.  Unattended.  Plus, 
^4.   it  has  dual  access.  Allowing  you  to  scan 
a  document  into  memory  even  while 
you're  sending  or  receiving.  That  means 
less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  1.800-63-RIC0Hext.l379  today. 
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inated  more  reliable  information." 

In  the  U.S.,  Kikkoman  continues  to 
expand  its  highly  automated  soy 
sauce  plant  in  Walworth,  Wisconsin  to 
meet  the  growing  demand  from  U.S., 
Canadian  and  Mexican  markets.  Soy 
sauce  products  made  at  Walworth 
account  for  about  75%  of  Kikkoman' s 
total  overseas  sales.  The  plant's 
relative  proximity  to  Chicago  also 
makes  it  an  ideal  distributing  base. 

Mogi  was  designated  an  "honor- 
ary ambassador"  by  the  state  of 
Wisconsin  a  few  years  ago  for  his 
outstanding  contributions  to  Japan- 
U.S.  relations  through  Kikkoman's 
business  and  cultural  activities  in 
the  state.  He  Is  proud  of  Kikkoman's 
U.S.  work  force:  "The  work  and  educa- 
tion standards  of  our  U.S.  employees 
are  very  high,"  he  says.  "Without 
such  a  stable  and  supportive  work 
■force,  Kikkoman  would  never  have 
been  successful  in  the  U.S." 

When  it  comes  to  the  ups  and 
downs  of  business,  Mogi  is  philosophi- 
cal: "Economic  conditions  don't  gener- 
ally affect  our  business  much.  When  an 
economy  is  doing  very  weU,  sales  of 
food  tend  not  to  rise  as  rapidly  as  those 
of  other  products.  Conversely,  food 


sales  don't  tend  to  decline  as  much  as 
other  products  in  a  recession.  We  usu- 
ally remain  stable  in  all  situations." 

In  Japan,  the  bursting  of  the 
economic  "bubble"  has  coincided 
with  a  cyclical  recession  to  create  an 
extraordinarily  bleak  economic 
situation.  "Companies  are  offering 
less  overtime  and  using  fewer  part- 
time  workers.  As  a  result,  many 
employees  have  less  disposable 
income;  they  are  eating  out  less  and 
cooking  at  home  more,"  Mogi 
explains.  "While  sales  of  soy  sauce 
and  other  food  products  to  the  more 
expensive  restaurants  have  fallen  in 
Japan,  household  sales  are  up." 

Regarding  the  Del  Monte  product 
line,  Kikkoman's  Singapore  subsid- 
iary assumed  sales  responsibilities 
last  summer.  That  marked  the  end  of 
a  sales-transition  period  from  Del 
Monte,  and  Kikkoman  is  moving  to 
develop  and  market  its  own  products. 

A  promising  new  area  of  business 
for  the  company  is  biotechnology.  "We 
produce  enzymes,  diagnostic  reagents 
and  biologically  active  substances," 
Mogi  explains.  "We  believe  biotechnol- 
ogy will  be  one  of  the  biggest  business 
fields  in  the  twenty-first  century." 


EGA 


President  Hayao  Nakayama  of 
SEGA  Enterprises  manages  a 
$2.5-billion  corporation  that  is 
fast  becoming  an  integrated  enter- 
tainment company  using  advanced 
technology.  "Until  fairly  recently," 
he  says,  "our  business  in  Japan  and 
overseas  mainly  involved  develop- 
ing and  selling  game  software  and 
hardware.  Sega's  primary  business 
area  was  consumer  products  and 
amusement  machines,  including  the 
operation  of  arcade  game  centers. 

"However,  since  about  1988,"  Naka- 
yama continues,  "we  began  to  upgrade 
our  amusement  centers.  The  content  of 
the  games  and  machines  didn't  change 
so  much,  but  we  made  the  places  bright 


er  and  generally  more  entertaining.  In  a 
sense,  we  added  a  software  twist  to 
our  hardware.  We  also  plan  to  develop 
a  new  concept  called  the  'amusement 
theme  park'  for  using  advanced  com- 
puter graphics  (CG)  and  virtual  reality 
(VR)  technology  in  games. "  According 
to  Nakayama,  Sega's  amusement 
theme  parks  will  be  about  1/10  the  size 
of  facilities  such  as  Disneyland,  but  10 
times  the  size  of  ordinary  amusement 
centers.  Sega  has  plans  to  build  a  net- 
work of  these  parks  around  the  world. 

Concerning  VR  technology, 
Nakayama  comments:  "VR  is  ex- 
tremely attractive  because  it  provides 
the  real-time  experience  of  being  in 
a  totally  different,  simulated  envi- 
ronment. It  has  been  available  for 
some  time,  but  was  too  expensive 
for  commercial  use.  Originally,  it 
was  used  exclusively  in  flight 
simulators,  with  each  unit  costing 
the  defense  industry  and  airlines 
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hundreds  of  thousands  of  dollars." 
As  Sega  was  struggling  with  the 
problem  of  how  to  make  its  games 
more  realistic,  General  Electric  in 
the  U.S.  was  searching  for  a  way  to 
conmiercialize  its  VR-related  CG  tech- 
nology. "It  was  pure  coincidence," 


common  sight  these  days  on 
the  bumpers  of  automobiles 
across  America  is  the  sticker 
"Think  Globally,  Act  Lo- 
cally." This  invitation  sum- 
mons each  of  us  to  take  an  active  role  on  the 
community  level  to  improve  the  world  we  live 
in,  whether  it  be  to  protect  the  environment  or 
promote  racial  harmony.  In  1990,  a  pair  of 
small  towns  in  Japan  and  the  United  States 
responded  to  this  challenge,  initiating  an  ex- 
change based  on  a  love  for  the  Big  Band 
sound. 

It  all  started  in  Clarinda,  Iowa — heartland 
of  America  and  birthplace  of  Glenn  Miller.  In 
tribute  to  the  late  band  leader  and  trombonist, 
Clarinda  has  hosted  the  Glenn  Miller  Festival 
every  summer  since  1976,  attracting  Glenn 
Miller  fans  from  around  the  globe,  as  well  as 
the  best  Big  Band  entertainers  in  the  nation. 
And  no  festival  will  ever  be  as  memorable  as 
in  1990,  when  in  front  of  standing-room  only 
crowds,  the  Tamana  Girls  High  School  Band 
from  southern  Japan  brought  down  the  house 
with  a  spectacular  performance.  The  first  time 
that  a  foreign  ensemble  had  participated  in  the 
history  of  the  festival,  the  show  by  the  all- 
girls'  band  from  the  island  of  Kyushu  marked 
the  culmination  of  four  years  of  planning  to 
unite  two  rural  towns  through  music. 
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Tamana  Girls  High  School  Band  performs  at  the  Glenn  Miller  Festivamn  Clarinda,  Iowa. 


Ardent  Glenn  Miller  fan  since  his  youth 
and  member  of  the  Glenn  Miller  Birthplace 
Society,  Hideomi  Aoki  of  Tokyo  provided  the 
initial  impetus  for  the  project.  At  his  first 
Glenn  Miller  Festival  in  1986,  Aoki  was  so 
impressed  by  the  hospitality  of  the  citizens  of 
Clarinda  (pop.  5,500)  that  he  wanted  to  find 
some  way  to  show  his  gratitude,  and  he  struck 
on  the  idea  of  inviting  a  band  of  young  people 
from  Japan  to  perform  at  the  annual  gathering. 
Aoki  searched  high  and  low  throughout 
Japan  in  search  of  a  top-notch 
high  school  band.  He  was 
finally  tipped  off  to  Tamana 
Girls  High  School,  located  in 
rural  Kumamoto  Prefecture. 
Rare  enough  is  an  all-girls' 
symphonic  band,  let  alone 
one  that  has  taken  first  prize 
in  prefectural  competition 
eight  years  in  a  row,  plus  a 
bronze  medal  at  the  national  level.  Band  direc- 
tor Yoshiomi  Mori,  teacher  at  the  high  school 
and  a  fellow  Glenn  Miller  enthusiast,  jumped 
at  the  offer.  Not  only  would  his  students  have 
the  opportunity  to  hear  some  of  the  best  Big 
Band  musicians  in  the  world,  they  would 
also  get  firsthand  exposure  to  the 
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Tamana  band  members: 
broadened  horizons 


students  a  chance  to  learn  about  life  in  America, 
and  local  citizens  the  opportunity  to  find  out  a 
little  bit  about  Japan.  As  Clarinda  and  Tamana 
are  both  rural  agricultural  towns,  information 
about  the  other  country  mainly  comes  through 
the  media;  all  involved  in  the  program  felt  it 
was  an  invaluable  experience  meeting  the 
other  side  firsthand.  Unlike  the  trade  friction 
and  negative  publicity  that  often  mar  current 
Japanese-American  relations,  local  citizens 
gave  the  band  from  Tamana  an  all-American 
welcome,  opening  their 
hearts  and  homes  to  the 
group. 

Even  townspeople  who 
didn '  t  have  the  chance  to  host 
the  young  performers  got  a 
taste  of  Japan — as  well  as  an 
earfial  of  outstanding  Glenn 
Miller  music  —  at  the  two 
concerts  performed  by  the 
band  during  the  Glenn  Miller  Festival.  For 
both  concerts,  the  550-seat  high  school 
auditorium  was  filled  to  capac- 
ity. Tears  flowed  on  stage 
and  off  at  the  end  of  the 
second  concert 


For  the  Japanese  band  members  involved 
in  the  Glenn  Miller  Festival  exchange,  the 
experience  will  have  a  lifetime  impact.  One 
student  decided  to  enter  a  foreign  studies 
university  after  returning  from  America,  ex- 
plaining, "When  I  was  in  Clarinda,  I  discov- 
ered that  1  have  two  more  means  of  communi- 
cation: English  and  music.  I'd  like  to  put  both 
of  these  to  work  in  other  cultural  exchanges  in 
the  future."  Other  band  members  commented 
on  the  American  volunteer  spirit,  clearly  im- 
pressed that  every  year  local  citizens  donate 
their  time  and  energy  to  organize  the  Glenn 
Miller  Festival.  These  girls  hope  to  see  this 
attitude  toward  volunteer  work  take  root  in 
Japan. 

Relations  like  the  one  between  Tamana 
and  Clarinda  have  been  spreading  like  wild- 
fire, showing  an  evolution  from  the  original 
I      one-year  student  exchanges  to  more 
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American  people  and 

culture  —  a  chance  not  often  available  to  the 

youth  in  this  small  agricultural  community. 

The  Road  to  Clarinda 
Paved  with  Challenges 

Concerns  still  remained,  especially  regard- 
ing housing.  In  a  town  Clarinda' s  size,  hotel 
accommodations  were  impossible;  where 
would  the  72-member  band  and  their  chaper- 
ones  stay?  And  more  importantly,  how  would 
small-town  Midwestemers  react  to  a  sudden 
influx  of  1 00  Japanese? 

Residents  of  Clarinda  sprung  to  action, 
displaying  the  same  generosity  that  had  aston- 
ished Aoki  on  his  first  stay  in  town.  35  local 
families  volunteered  to  host  the  students  and 
chaperones  —  for  both  the  girls  of  Tamana 
Fiigh  School  and  local  residents,  the  most 

oy  able  part  of  the  exchange.  The  home  stay 
ex^rience  can  also  be  viewed  as  the  most 
\  alua^  aspect  of  the  trip,  giving  the  Japanese 
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which  the  brass 
band  wrapped  up  with 
ll^  **  a  5-song  encore  and  one  final 

»  version  of  Glenn  Miller's  hit  song 
"Moonlight  Serenade."  Language  barriers  dis- 
solved as  the  townspeople  and  Japanese  band 
celebrated  the  sound  of  one  of  America's  most 
memorable  eras  in  music. 

One  Small  Step 

in  the  Right  Direction 

Although  the  Japanese  group  returned  to 
Tamana  shortly  after  the  end  of  the  festival, 
relations  with  Clarinda  blossomed.  In  1991, 
one  student  from  Clarinda  High  School  spent 
two  months  with  a  host  family  in  Tamana, 
after  which  three  Japanese  students  returned 
for  a  one-year  exchange  program  in  Clarinda. 
As  for  Aoki,  the  moving  force  behind  the 
original  exchange  project,  opportunities  for 
other  cross-cultural  programs  abound.  "I  never 
expected  my  love  for  Big  Band  music  to  lead 
to  something  like  this.  I'm  convinced  that  the 
best  way  to  improve  international  relations  is 
for  people  to  share  their  common  interests  on 
a  person-to-person  level." 


which  can  branch  out  over  time . 
It  is  encouraging  to  see  the  enthusiasm  of 
local  citizens  as  they  explore  these  new  and 
creative  means  of  promoting  cross-cultural 
understanding.  Such  local  programs  are  play- 
ing a  key  role  in  developing  appreciation  for 
the  cultural  differences  between  the  United 
States  and  Japan. 

The  next  step?  It's  now  time  to  build  on 
these  successes,  focusing  on  the  quality 
rather  than  the  quantity  of  exchanges.  Over 
the  next  decade,  communities  in  our  two 
nations  need  to  become  partners  rather  than 
hosts  to  one  another,  working  together  to 
achieve  common  goals.  The  signs  are  prom- 
ising, with  projects  that  unite  communities 
on  both  sides  of  the  Pacific  already  in  full 
swing  —  for  example,  raising  funds  to  aid 
developing  countries.  By  pooling  resources 
and  encouraging  citizens  to  share  ideas, 
talents  and,  most  importantly,  our  unique 
and  valuable  cultural  heritages,  the  results 
are  sure  to  be  nothing  short  of  spectacular. 
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Nakayama  says,  "that  GE  and  Sega 
should  meet  at  such  an  opportune 
time.  It  was  a  perfect  match:  GE  had 
advanced  CG  technology,  including 
texture  mapping,  and  we  had  the 
capability  to  incorporate  that 
technology  into  inexpensive  boards 
to  give  it  a  conmiercial  base.  We 
decided  to  work  together  last 
summer.  Now,  instead  of  VR  tech- 
nology being  used  in  a  small  num- 
ber of  expensive  simulators,  it's 
being  used  in  a  large  number  of 
inexpensive  games." 

One  great  advantage  of  using  VR  in 
amusement  theme  parks  is  its  flex- 
ibility :  it  is  possible  with  VR  to  change 
games  or  attractions  easily  and  at  a 


modest  cost.  The  large  theme  parks  are 
simply  unable  to  do  that:  their  rides 
and  other  attractions  are  inflexible  and 
prohibitively  expensive  to  change. 

Multimedia  is  another  new  area 
into  which  Sega  is  moving.  "The 
basic  hardware  for  multimedia, " 
Nakayama  says,  "is  the  CD-ROM, 
which  up  to  now  hasn't  received  the 
exposure  it  deserves.  And  it's  going 
to  be  the  game  industry  that  will 
provide  the  impetus  for  realizing  the 
true  potential  of  CD-ROMs." 

Sega  introduced  its  American 
customers  to  game-use  CD-ROMs  in 
time  for  the  Christmas  market  late 
last  year.  "We  set  the  pace  by 
launching  the  Sega  CD,  a  16-bit  CD- 


ROM  player,  in  the  U.S.  last  Novem- 
ber. It  cormects  with  our  16-bit 
Genesis  home-use  game  machine. 
Customers  using  the  CD-ROM 
player  enjoy  a  much  clearer  image 
and  high-quality  stereo  sound. " 

"As  the  Sega  CD  demonstrates, 
one  of  Sega's  corporate  missions  is  to 
provide  users  worldv\nde  with  inex- 
pensive, top-quality  games, "  says 
Nakayama.  "Our  success  is  tied  to 
satisfying  those  requirements.  The 
advanced  technology  we  use  in  our 
games  is  certainly  expensive  to  de- 
velop, but  by  selling  a  large  number 
of  units,  we  can  keep  the  price  down 
and  earn  enough  to  support  our  R&D 
into  next-generation  technology." 


MITSUBISHI  MOTOR  SALES  OF  AMERICA 


President  Kazue  Naganuma  of 
Mitsubishi  Motor  Sales  of  America,  Inc. 

(MMSA)  describes  his  company  as  a  U.S. 
corporation  funded  by  a  Japanese  com- 
pany. He  explains:  "Our  parent  company 
is  Mitsubishi  Motors  Corporation  (MMC), 
and  our  relationship  with  it  determines 
the  scope  of  our  activities  in  the  United 
States.  We  are  MMC's  importer  and 
distributor  in  the  U.S.,  and  also  distribute 
imports  from  Hyundai  Motors  in  Korea 
and  Mitsubishi  Motor  Sales  of  Australia. 
However,  our  largest  supplier  is  Dia- 
mond Star  Motors  Corporation  (DSM), 
owned  by  MMC  and  located  in  Normal, 
Illinois.  Half  of  DSM's  annual  output  of 
240,000  units  goes  to  Chrysler,  and  half 
comes  to  us.  Altogether,  we  distribute 
200,000  to  220,000  units  a  year." 

Naganuma  continues:  "MMSA  does 
business  every  day  in  the  context  of 
American  customs  and  social  values.  In 
that  sense,  we  Japanese  staff  play  an 
important  buffer  role:  we  experience 
firsthand  some  of  the  cultural  and  other 
differences  between  Japan  and  the  U.S. 
Through  face-to-face  communication 
with  the  American  staff,  we  analyze  and 
evaluate  our  differences  and  merge  the 
best  Japanese  business  practices  with  the 
best  American  business  practices." 

Japanese  U.S.  subsidiaries  are  making 
their  overseas  operations  more  "local- 
ized," and  MMSA  is  no  exception.  One 
of  MMSA's  important  tasks  is  to  further 
"Americanize"  itself.  "We  are  applying 
Affirmative  Action  to  every  aspect  of  our 
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business,"  Naganuma  says,  "to  adopt 
American  ways  and  fuse  with  American 
society.  One  way  we  do  this  is  by  advis- 
ing our  employees  of  supervisory  and 
management  openings,  and  promoting 
from  within  the  organization  whenever 
possible.  Evidently,  we're  doing  some- 
thing right  because  in  10  years  of  busi- 
ness, we  have  had  almost  zero  turnover 
among  our  American  executives." 
MMSA's  Americanization  efforts  can  also 
be  seen  in  its  education  and  training 
programs,  and  its  policy  of  ensuring  fair 
treatment  of  all  employees. 

MMSA  also  has  a  system  whereby  a 
Japanese  assistant  is  assigned  to  key 
American  executives.  "By  requiring  each 
American  executive  and  his  Japanese 
assistant  to  discuss  and  concur  on  an 
important  business  issue  before  recom- 
mending it  to  MMSA  upper  management 
and  MMC,  we  can  avoid  misunderstand- 
ings and  inefficiencies.  This  ensures  that 


the  proposal  is  correct  In  the  American 
cultural  and  business  context  and  has  a 
good  chance  of  being  approved  by 
MMSA's  upper  management  and  by 
MMC.  If  concurrence  is  not  reached,  then 
upper  American  and  Japanese  managers 
settle  the  issue.  This  method  works  won- 
ders in  our  bicultural  situation." 

An  area  of  particular  concern  at 
MMSA  is  customer  satisfaction  (CS).  "We 
have  one  of  the  finest  CS  programs  in  the 
industry.  Our  Respect  Program,  for 
example,  recognizes  sales  and  service 
personnel  and  parts  managers  for  out- 
standing CS  performance  with  awards 
and  even  paid  vacations." 

MMSA  also  places  priority  on  local 
procurement,  environmental  protection 
and  traffic  safety.  "MMC  has  a  substantial 
system  for  procuring  American-made 
parts  and  components,"  Naganuma  says. 
"Regarding  environmental  action,  it  is 
the  responsibility  of  our  manufacturers  to 
improve  engine  emission  levels,  fuel 
economy  and  product  safety,  and  we 
also  do  much  on  our  own  initiative, 
including  an  internal  task  force  that 
recycles  about  100,000  pounds  of 
paper  a  year. 

"Traffic  safety  is  a  special  social 
concern  of  ours,  too,"  Naganuma  says, 
"and  we  do  everything  we  can  to  pro- 
mote it.  We  donate  cars  to  school 
driver  programs,  for  example,  and 
support  organizations  like  Mothers 
Against  Drunk  Driving  and  the  Net- 
work of  Employers  for  Traffic  Safely." 


Reach  The  Japanese  Business  Market  With  The  Forbes  "Global  Advantage. 
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Forbes'  gutsy,  insightful  business  reporting  is 
now  available  in  four  languages:  English, 
Japanese,  German  and  Chinese. 

Global  marketers  can  reach  the  all-important 
Japanese  business  market  with  Forbes 
Nihonban  -  Forbes'  Japanese  language  edition. 
No  mere  translation  of  the  U.S.  edition,  Forbes 
Nihonban  is  written  and  edited  in  Japan 
specifically  for  the  Japanese  market  with 


Forbes'  unique  editorial  flavor. 

Now  your  advertising  can  reach  Forbes 
Nihonban's  over  100,000  Japanese  executive 
readers  at  a  substantial  discount  with  the 
Forbes  "Global  Advantage."  Advertise  in 
Forbes  U.S.  and  apply  your  earned  frequency 
discount  in  Forbes  Nihonban,  no  matter  how 
small  your  schedule  in  Forbes  Nihonban 
may  be. 


;3@ 


® 


R-"^^' 


-%' 


'-^<V 


iJi 


t 


Ur 


^^mmm 


/> 


Call  Peter  Schoff.  Forbes  Director  of  International  Advertising.  Tel:  212-620-2442.   Fax;  212-620-2472  or  Shisho  Matsushima.  Forbes  Nihonban  Inter- 
national Marketing  Director,  Tel:  81-3-3222-5461.  Fax:  81-3-3222  5879.  Address:  Gyosel  Corporation,  4-2  Nishi  Gokencho.  Shinjuku-ku,  Tokyo  162,  Japan. 
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■    I  President  Otoyasu  Fujisawa 
^M  heads  Gyosei  Corporation,  one 
^P  of  Japan's  most  successful 
publishing  houses.  For  most  of  the 
100  years  since  its  founding,  Gyosei 
has  specialized  in  legal  publishing. 
Recently,  however,  it  has  diversified 
into  other  areas.  The  launch  of 
Forbes  Nihonban  (the  Japanese  edi- 
tion of  Forbes  magazine)  in  March 
1992  is  one  of  these  new  moves. 
"Gyosei  and  Forbes  have  a  great 
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otoyasu  Fujisawa 

Gyosei  Corporation 


deal  in  common,"  says  Fujisawa,  "as 
both  are  family-held  and  have  long 
histories  —  175  years  between  us. 
Also,  family  companies  are  generally 
able  to  make  quicker  decisions." 

Fujisawa  believes  Gyosei's  joint 
venture  with  Forbes  in  business  maga- 
zine publishing  has  made  an  excellent 
start.  "Six  months  after  we  launched 
the  magazine,  we  have  100,000  sub- 
scribers and  substantial  newsstand 
sales.  We  are  very  ambitious  —  our 

aim  is  to  surpass  even  Forbes'  circu- 

50     lation  in  the  U.S.,"  says  Fujisawa. 


"We  have  a  sound  base  for 
growth,"  says  Fujisawa,  "a  base  we 
have  built  up  over  a  century.  To  give 
you  some  idea,  you  will  find  our  110- 
volume  set  of  legal  books  in  most 
libraries,  universities  and  govern- 
ment offices  throughout  Japan.  It  is 
used  extensively  by  lawyers, 
administrators  and  business  people. 
It  is  directly  distributed  to  thou- 
sands of  government  and  other 
organizations  by  our  sales  force  of 
over  1,000.  It  is  also  updated  on  a 
regular  basis." 

Gyosei's  estimated  sales  for  fiscal 
1992  are  ¥55  billion  (about  $450  mil- 
lion). In  addition  to  a  host  of  maga- 
zines, Gyosei  now  has  over  5,000 
book  titles,  including  quite  a  few 
children's  books,  and  adds  about  500 
new  titles  each  year.  "The  legal 
publishing  business  is  stable, "  re- 
marks Fujisawa,  "but  it  is  not  a  high- 
growth  area,  so  we  have  to  look  for 
new  opportunities.  One  new  direc- 
tion we  are  following  is  international 
business.  Our  editors  go  to  the 
Frankfurt  Book  Fair  every  year  to  find 
books  we  can  publish  in  Japanese. 

"Another  direction  we  are 
following  is  putting  Gyosei  at  the 
forefront  of  high  technology  and 
helping  our  chents  benefit  from  the 
latest  technical  innovations,"  says 
Fujisawa.  "Today,  Gyosei  is  highly 
computerized.  We  have  started  on- 
line database  services  and  publish 
CD-ROMs.  We  help  3,300  central 
and  local  government  offices  and 
other  organizations  become  more 
efficient  in  information  retrieval  and 
processing  through  development, 
sales  and  leasing  of  various  com- 
puter software  products." 

One  of  Fujisawa's  favorite  say- 
ings is  'Early  to  bed  and  early  to 
rise.'  "For  me,  it  epitomizes  the 
ideal  way  of  living,"  says  Fujisawa, 
who  believes  in  frugality  and  avoids 
excess.  "Don't  you  think  it's  natural 
for  people  who  love  their  jobs  to 
work  hard  and  to  need  plenty  of  rest 
after  a  busy  day?" 

Fujisawa  is  outspoken  about 
Japan's  economic  outlook.  "I  derive 
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great  pleasure  these  days  from 
watching  stock  and  land  prices 
come  down  to  acceptable  levels 
ordinary  workers  can  afford;  seeing 
stock  dividends  large  enough  to 
offer  a  sound  investment  and  land 
prices  cheap  enough  for  people  to 
build  their  own  homes.  I  don't  think 
there  will  be  a  real  economic  recov- 
ery until  that  happens."  He  is 
equally  forthright  about  overseas 
criticism  of  Japan's  long  working 
hours:  "Those  in  other  countries 
who  say  the  Japanese  work  too  hard 
don't  realize  that  Japanese  genu- 
inely enjoy  their  work  and  find 
meaning  in  it.  Our  greatest  asset  is 
our  work  force,  since  Japan  has  very 
few  natural  resources."  m 


The  15th  Annual  Special  Japan 
Supplement,  1993,  was  written  by 
Thomas  I.  Elliott,  Dynaword  Inc., 
Tokyo.  Designed  by  Atsumi  Matsui, 
101  Design  Office,  Tokyo. 
Photographed  by  Yujiro  Koguchi, 
Sasaki  Studio,  Tokyo. 
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Who's  where  in  the  stock  market 

On  average,  the  stocks  in  the  following  report  nearly  doubled 
over  the  past  five  years.  But  that  is  because  stocks 
with  big  gains  bailed  out  the  large  number  of  losers. 


By  Gilbert  Steedley 

Over  the  past  five  years  the  1 ,1 32  ranked  industry  survey 
stocks  in  tliis  report  had  an  average  price  gain  of  95.2%. 
That's  pretty  impressive  compared  with  the  gains  made  by 
most  market  indicators  over  this  period:  The  Dow  indus- 
trials rose  65%;  the  S&P  500  and  Wilshire  indexes  each 
rose  71%. 

But  the  median,  or  middle  company,  in  our  sun^ey 
underperformed  the  market  during  the  measuring  peri- 
od—Dec. 31,  1987  to  Nov.  18,  1992.  The  median  gain 
was  only  51%.  In  all,  more  than  650  of  the  1,132  ranked 
industry  sun'ey  stocks  failed  to  keep  up  with  the  s&P  500 
over  the  past  half-decade. 

Why  the  discrepancy  between  the  average  performance 
of  the  sui"vey  companies  and  the  median  performance.^  A 
small  minority'  of  issues  had  spectacular  gains.  The  health 
sector,  for  example,  consists  of  89  firms,  or  just  over  7%  of 
the  sui"vey  companies.  Yet  this  group  had  an  average  five- 
year  increase  of  254%. 

The  biggest  winner?  PacifiCare  Health  Systems,  which 
climbed  over  3,000%  during  the  measuring  period.  That's 
almost  equivalent  to  a  doubling  of  share  price  in  each  of 
the  past  five  years.  But  during  1992  health  stocks  fell  out  of 
favor  as  Wall  Street  became  spooked  oxer  fears  about 
national  health  insurance.  For  example,  U.S.  Surgical, 
which  was  one  of  the  best-performing  stocks  o\'er  the  past 
five  years,  fell  more  than  40%  during  1992. 

Consumer  nondurables  ranked  second  in  overall  indus- 
tiy  performance  with  a  174%  increase.  Although  William 
Farley's  financial  balloon  has  been  deflated,  Fruit  of  the 
Loom — of  which  Farley  has  approximatel)'  30%  voting 
control — shows  an  838%  long-term  gain.  Nike,  ranked 
14th  in  long-term  gains,  was  up  nearly  ninefold  over  the 


past  five  years.  Nike  is  often  thought  of  as  a  growth 
company,  but  it's  selling  at  only  15  times  estimated  1993 
earnings.  Potential  investors  must  decide  whether  Nike  is  a 
good  value  or,  perhaps,  slated  to  become  another  L.A. 
Gear— a  once  oxenalued  athletic  footwear  company  that's 
had  a  collapse  in  share  price  and  earnings. 

A  number  of  turnaround  companies  also  had  exception- 
al stock  performance.  Turner  Broadcasting  (see  cover  story) 
is  the  37th-best-performing  issue  in  this  suney.  Ted 
Turner's  brainchild  lost  around  $400  million  between 
1986  and  1990.  But  the  company  is  expected  to  earn  a 
small  profit  in  1992  and  58  cents  a  share  in  1993, 
according  to  the  New  York-based  Institutional  Brokers 
Estimate  System.  That  firm  provided  the  1993  earnings 
estimates  for  the  table  that  starts  on  page  232. 

One  of  the  stock  market's  biggest  losers  was  Ajnes 
Department  Stores.  It  traded  recently  at  10  cents  a  share. 
Five  years  ago — before  its  ill-advised  purchase  of  Zayre's 
discount  stores  division — it  was  priced  around  $14.  But 
even  at  its  recent  price  of  a  dime,  the  company  may  not  be  a 
bargain:  It  lost  $262  million  for  the  latest  12  months. 
Stephen  Pistner  was  brought  in  as  Ames'  chief  executive  in 
April  1990  but  was  recently  let  go  by  the  board  of  directors 
after  they  lost  patience  with  Pistner's  efforts  to  revive  this 
badly  crippled  company.  In  addition  to  Ames,  nine  of  the 
other  issues  in  this  sun'ey  that  lost  90%  or  more  are  in 
Chapter  1 1 . 

Biotechnology  stocks  were  neither  tracked  in  this  report 
nor  included  in  the  all-industiy  yardsticks.  That's  because 
the  revenues  of  most  of  the  biotechnology  companies  fill 
way  below  the  cutoffs  we  use  for  the  other  companies  in 
this  surx'ev.  WM 


The  best  stocks  1987-92 

5-year 
Company                                            price  change 

Recent 
price 

The  worst  stocks  1 

Company 

Continental  Airlines 

Circle  K 

Ames  Department  Stores 

National  Convenience  Stores 

Rexene^ 

Wang  Laboratories 
GlenFed 

Meritor  Savings  Bank 
Hadson 
<New  Valley 

987-92 

5-year 
price  change 

Recent 
price 

PacifiCare  Health 
United  Health'Care 
US  Healthcare^ 
Home  Depot 
Blockbuster 

3,047% 

2,789 

1,700 

1,507 

1,464 

45y4 

523/8 

45 

591/2 

16% 

-99% 

-99 

-99 

-98 

-98 

1/16 
I/16 

Vb 

1/16 

2% 

Conseco 

Cracker  Barrel  Old  Country  Stores 

Stewart  &  Stevenson 

Thorn  Apple  Valley 

Harley-Davidsorr 

1,357 
1,237 
1,082 
1,004 
950 

41% 

421/4 

331/2 

27 

341/8 

-96 
-94 
-94 
-94 
-93 

1/2 
11/4 
1/4 
1/4 

1/8 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31, 1987  to  Nov.  18,  1992. 
"Does  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in  another  company. 
^hree-year  price  change. 
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5-year 

EPS 

1 

5-year 

EPS 

^m 

price 

1993 

Current  ^H 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

%    ■ 

Rank    Company 

% 

price 

S 

% 

1026 

AAR  Corp 

-38.0 

11 5/8 

1.04 

4.1 

349    AmSouth  Bancorp 

97.8 

30y2 

2.76 

3.8 

210 

Abbott  Laboratories 

159.1 

3iy4 

1.70 

1.9 

1017    Anacomp 

-35.3 

4yg 

0.53 

0.0 

'f.     903 

Acme  Metals 

-10.5 

123/4 

1.38 

0.0 

793    Analog  Devices 

11.1 

i2y2 

0.75 

0.0 

856 

Adia  Services 

-1.6 

i5yz 

1.18 

1.0 

396    Anchor  Bancorp 

84.8 

9y8 

NA 

0.0 

482 

Advanced  Micro 

65.8 

163/8 

1.86 

0.0 

117    Andrew 

234.9 

44y8 

3.17 

0.0 

74 

ADVO 

300.0 

25 

1.34 

0.0 

816    Angelica       <■ 

7.5 

233/8 

2.48 

3.9 

868 

Aetna  Life  &  Cas 

-4.1 

433/8 

4.55 

6.4 

442    Anheuser-Busch  Cos 

74.5 

58y4 

3.98 

2.2 

887 

Affiliated  Pubs 

-8.2t 

11% 

0.53 

2.1 

NR    AnnTaylor  Stores 

NA 

21% 

1.37 

0.0 

313 

Aflac 

109.7 

29V8 

2.53 

1.5 

90    Anthem  Electronics 

276.3 

375/8 

2.90 

0.0 

883 

HF  Ahmanson 

-7.6 

I5y4 

2.17 

5.8 

297    Aon 

114.8 

49y8 

4.17 

3.4 

1009 

Air  &  Water  Tech 

-32. 7t 

143/8 

0.49 

0.0 

763    Apogee  Enterprises 

18.8 

11% 

0.83 

2.4 

46 

Air  Express  IntI 

437.5 

26% 

1.71 

0.5 

657    Apple  Computer 

37.5 

573/4 

4.50 

0.8 
0.0 

271 

Air  Prods  &  Chems 

125.2 

45% 

2.72 

1.9 

1037    Applied  Magnetics 

-41.7 

8% 

0.22 

239 

Airborne  Freight 

142.0 

18 

1.09 

1.7 

96    Applied  Materials 

259.0 

35 

1.66 

0.0 

NR 

Akzo 

NA 

36% 

5.11 

4.1 

440    Applied  Power 

75.0 

14 

1.29 

0.9 

742 

Alaska  Air  Group 

21.8 

I6V2 

0.76 

1.2 

53    Arbor  Drugs 

402.0 

213/4 

1.15 

0.6 

829 

Albany  International 

4.7 

13% 

0.99 

2.5 

250    Archer  Daniels 

134.3 

26 

1.80 

0.4 

282 

Alberto-Culver 

121.7 

23 

1.59 

1.0 

863    Arden  Group 
180    Argonaut  Group 

-3.6 

27 

NA 

0.0 

94 

Albertson's 

261.6 

45% 

2.60 

1.4 

179.8 

27% 

3.43 

3.0 

925 

Alcan  Aluminium 

-14.2 

153/8 

0.81 

2.0 

1049    Arkia 

-47,2 

9y2 

0.57 

2.9 

444 

AIco  Standard 

74.2 

35y2 

2.69 

2.7 

1055    Armco 

-50.0 

55/8 

0.16 

0.0 

300 

Alex  Brown 

113.9 

I9y4 

2.50 

2.6 

935    Armstrong  World  Inds 

-17.1 

263/4 

2.27 

4.5 

601 

Alexander  &  Alexander 

47.9 

26y4 

1.43 

3.8 

82    Arrow  Electronics 

290.7 

263/8 

1.93 

0.0 

825 

Alexander  &  Baldvtrin 

5.2 

223/4 

2.31 

3.9 

627    Arvin  Industries 

42.9 

27y2 

2.36 

2.5 

400 

Alleghany 

84.3 

121 

10.50 

0.0 

941    Asarco 

-18.4 

23y4 

2.55 

3.4 

412 

Allegheny  Ludlum 

82.0t 

29% 

2.40 

2.9 

932    Ashland  Oil 

-16.5 

24% 

2,42 

4,1 

721 

Allegheny  Power 

25.9 

46% 

3.80 

6.8 

298    ASK  Computer  Systems 

114.3 

16% 

1,03 

0,0 

102 

Allen  Group 

253.1 

24% 

2.17 

0.8 

51    AST  Research 

408.4 

18% 

1,80 

0.0 

647 

Allergan 

38.8t 

24y8 

1.76 

1.7 

1108    Atari 

-81.7 

13/8 

NA 

0.0 

i      NR 

Alliant  Techsystems 

NA 

253/4 

4.25 

0.0 

1036    Guy  F  Atkinson 
510    Atlanta  Gas  Light 

-41.1 

sy* 

0.65 

0.0 

1111 

Allied  Products 

-88.6 

iy2 

0.11 

0.0 

61.0 

34y8 

2,24 

6.0 

350 

AlliedSignal 

97.8 

55% 

4.74 

1.8 

607    Atlantic  Energy 

46,9 

22y2 

1.84 

6.8 

231 

Alltel 

144.8 

47y8 

2.83 

3.4 

533    Atlantic  Richfield 

57,4 

1085/8 

7.37 

5.1 

644 

Alcoa 

39.6 

65y4 

5.47 

2.5 

270    Automatic  Data 

125,6 

505/8 

2.09 

0.9 

1118 

AM  International 

-92.1 

3/8 

NA 

0.0 

NR    AutoZone 

NA 

37y4 

1.07 

0.0 

930 

AMAX 

-15.6 

16% 

0.88 

4.7 

705    Avery  Dennison 

28.8 

27y8 

1.83 

3.2 

826 

AMC  Entertainment 

5.0* 

5y4 

NA 

21.7 

685    Avnet 

33.2 

31V8 

1.93 

1.9 

1067 

Amdahl 

-53.2 

8y4 

0.97 

1.2 

268    Avon  Products 

127. 2t 

58y2 

3.87 

2.7 

395 

Amerada  Hess 

84.9 

46 

1.84 

1.3 

1113    Avondale  Industries 

-89.4* 

15/8 

-0,07 

0.0 

1116 

America  West  Airlines 

-91.7 

3/8 

-1.50 

0.0 

769    Aztar 

17.0 

5% 

0.57 

0.0 

276 

American  Bankers 

124.0 

21 

2.66 

2.9 

170    J  Baker 

187.7 

2oy2 

1.70 

0.3 

390 

American  Brands 

85.4 

4iy4 

4.85 

4.8 

590    Baker  Hughes 

48.6 

2oy4 

1.14 

2.3 

368 

American  Building 

93.6 

18% 

1.70 

2.6 

871     Ball  Corp 

-5.3 

33y2 

2.64 

3.7 

196 

Amer  Business  Prods 

166.4 

253/4 

1.90 

2.7 

1068    Bally  Manufacturing 

-53.4 

6 

0,30 

0.0 

689 

American  Cyanamid 

32.4 

545/8 

5.00 

3.0 

780    Baltimore  G&E 

15.0 

22V8 

1,83 

6.4 

765 

American  Electric 

18.6 

3iy8 

2.78 

7.7 

197    Banc  One 

166.2 

48 

3.83 

2.7 

857 

American  Express 

-1.6 

22y2 

2.57 

4.4 

258    Bancorp  Hawaii 

131.0 

435/8 

4,90 

3.0 

501 

American  General 

62.2 

5iy2 

5.15 

4.0 

264    Bandag 

128.7 

60% 

3,48 

1.1 

124 

American  Greetings 

229.5 

46y8 

3.53 

1.9 

842    Bank  of  Boston 

1.1 

22% 

2,48 

1.8 

378 

American  Home  Prods 

90.0 

69y8 

5.50 

4.1 

383    Bank  of  New  York 

88.3 

48y2 

4,67 

3.1 

252 

American  IntI  Group 

133.9 

ii2y4 

8.37 

0.5 

33    BankAmerica 

520.0 

425/8 

5,85 

3.0 

414 

American  Maize 

81.4 

23y8 

NA 

2.8 

327    Bankers  Trust  NY 

107.1 

65% 

8,38 

4.3 

NR 

American  Medical 

NA 

9% 

0.87 

0,0 

195    Banta 

166.7 

38 

2,90 

1.7 

465 

American  Natl  Ins 

69.4 

44y4 

4.67 

4.6 

372    CRBard 

91.3 

33 

1.67 

1.6 

376 

American  Oil  &  Gas 

90.7 

12% 

1.19 

0,0 

878    Barnes  Group 

-7.0 

29% 

NA 

4.7 

687 

American  President 

32.6 

39y8 

4.39 

1.5 

584    Barnett  Banks 

49.8 

42'/^ 

3,36 

3.1 

503 

American  Stores 

61.9 

40% 

3.56 

1.7 

NR    Baroid 

NA 

5% 

0,41 

3.5 

446 

American  Tel  &  Tel 

73.6 

46% 

3.27 

2.8 

537    Bassett  Furniture  Ind 

56.8 

34V2 

2.64 

2.4     • 

558 

American  Water  Works 

52.7 

245/8 

2.46 

3.8 

125    Bausch  &  Lomb 

229.2 

57 

3.29 

1.4     - 

553 

Ameritech 

53.9 

65% 

5.18 

5.4 

555    Baxter  International 

53.3 

34% 

2.74 

2.5 

804 

Ameron 

9.4 

35 

NA 

3.7 

859    BayBanks 

-2.0 

37 

2,77 

0.0 

1130 

Ames  Dept  Stores 

-99.0 

ys 

NA 

0.0 

253    Bear  Stearns  Cos 

133.6 

155/8 

2.37 

3.6 

791 

Ametek 

11.5t 

153/4 

1.17 

4.3 

710    Bearings 

28.1 

2iy2 

1.35 

3.0 

608 

Amoco 

46.7 

505/8 

3.11 

4.3 

682    Beckman  Instruments 

33.3* 

23  yj 

1.72 

1.4 

755 

AMP 

20.1 

56y8 

3.27 

2.7 

557    Becton  Dickinson 

52.9 

78 

5.17 

1.7 

NR 

Amphenol 

NA 

53/8 

0.90 

0.0 

625    Bell  Atlantic 

43.1 

46y2 

3.44 

5.6 

436 

AMR 

75.9 

62 

4.86 

0.0 

951    Bell  Industries 

-19.8 

iiy« 

0.85 

3.6 

NR 

Amsco  International 

NA 

28% 

1.42 

0.0 

686    BellSouth 

33.0 

48% 

3.58 

5.7 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31 

,  1987  to  Nov.  18.  19S 

)2.     NR;  Not  ranked  because  of  merger 

,  spinoff, 

reorganization,  new  issue  or 

conversion  to  stock  company.     *Four 

-year  price 

change. 

tlhree-year  price  char 

ge.     tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in 

another  company.     NA:  Not  available 

def:  Deficit. 

Sources:  Forbes;  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jone 

s  &  Ryan,  via  Lotus  One  Source. 
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■ 

5-year 

EPS 

^m?^^mi^$i>^m: 
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1993 
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^^H                                 ^^^^^H 

price 

1993 

Current 

change 
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yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

%       ■ 

Rank    Company 

% 

price 

$ 

% 

438 

AH  Belo 

75.3 

421/2 

2.21 

1.3 

266    CBI  Industries 

127.4 

3oy8 

2.07 

1.6 

262 

Bemis 

129.3 

22 

1.36 

2.1 

748    CBS 

21.0 

190 

14.96 

0.5 

448 

Beneficial  Corp 

72.7 

60 

7.15 

4.7 

613    CDI 

45.2 

7% 

0.72 

0.0 

337 

Bergen  Brunswig 

101.4 

19 

1.62 

2.1 

304    Centel 

112.3 

33y2 

0.87 

2.7 

171 

WR  Berkley 

187.5 

46 

3.00 

0.8 

774    Centerior  Energy 

16.3 

18% 

1.77 

8.5 

112 

Berkshire  Hathaway 

238.1    ' 

9975 

425.00 

0.0 

100    Centex 

253.6 

3oy2 

2.11 

0.7 

80 

Best  Buy  Co 

297.0 

32% 

1.55 

0.0 

371    Central  &  So  West 

91.5 

28y4 

2.15 

5.5 

952 

Bethlehem  Steel 

-20.1 

13% 

0.85 

0,0 

432    Central  Hudson  G&E 

77.5 

30% 

2.66 

6.5 

186 

Betz  Laboratories 

173.8 

57V2 

3.01 

2.4 

593    Central  Maine  Power 

48.4 

23 

2.01 

6.8 

472 

Beverly  Enterprises 

67.9 

11% 

0.71 

0.0 

846    Central  Newspapers 

0.5t 

22% 

1.38 

1.9 

678 

BigB 

34.1 

15V4 

1.30 

1.3 

714    Central  Steel  &  Wire 

27.6 

625 

NA 

3.5 

423 

Bindley  Western  Inds 

79.3 

13 

1.93 

0.5 

991    CeridianCorp 

-28.3 

i5y2 

1.13 

0.0 

247 

Birmingham  Steel 

137.2 

31% 

2.06 

1.9 

945    Champion  IntI 

-19.2 

27% 

0.75 

0.7 

840 

Black  &  Decker 

1.3 

19V8 

1.37 

2.1 

161    Charming  Shoppes 

197.9 

17% 

0.87 

0.4 

257 

Blair 

131.3 

55y2 

4.38 

4.1 

770    Chase  Manhattan 

16.9 

25% 

3.66 

4.6 

226 

H&R  Block 

149.2 

385/8 

1.96 

2.6 

962    Chemed 

-21.4 

26y8 

NA 

7.7 

285 

Block  Drug 

120.9 

50y2 

NA 

2.0 

473    Chemical  Banking 

67.8 

35% 

4.51 

3.3 

5 

Blockbuster 

1463.9 

16% 

0.94 

0.2 

719    Chesapeake 

26.5 

20% 

1.69 

3.4 

919 

Blount 

-13.8 

8% 

NA 

5.2 

445    Chevron 

74.1 

69 

4.65 

4.8 

508 

Boatmen's  Bancshs 

61.2 

50% 

5.23 

4.4 

NR    Chicago  &  N  Western 

NA 

2oy2 

2.03 

0.0 

408 

Bob  Evans  Farms 

82.7 

19% 

1.19 

1.3 

797    Chiquita  Brands  IntI 

11.0 

16% 

1.42 

4.0 

312 

Boeing 

109.8 

34'/2 

5.06 

2.9 

725    Chrysler 

25.4 

27% 

2.34 

2.2 

1064 

Boise  Cascade 

-52.8 

19y4 

-0.63 

3.1 

150    Chubb 

208.3 

86y8 

6.45 

1.9 

808 

Borden 

8.6 

26% 

2.28 

4.5 

213    Church  &  Dwight 

156.9 

35 

1.68 

1.1 

218 

Borland  IntI 

153. 2t 

25 

2.28 

0.0 

729    Cigna 

24.8 

54% 

5.45 

5.6 

623 

Boston  Edison 

43.3 

26% 

2.15 

6.1 

694    CILcorp 

30.9 

38% 

2.94 

6.4 

979 

Bowater 

-25.0 

22y8 

0.25 

5.4 

682    Cincinnati  Bell 

33.3 

16y2 

1.03 

4.8 

409 

Briggs  &  Stratton 

82.4 

49y4 

3.84 

,aA»s 

58    Cincinnati  Financial 

366.3 

61 

3.38 

1.7 

28 

Brinker  IntI 

585.4 

4iy8 

1.41 

'iHM| 

571    Cincinnati  G&E 

50.8 

24% 

2.10 

6.7 

486 

Bristol-Myers  Squibb 

64.9 

68% 

4.92 

*»^ 

950    Cincinnati  Milacron 

-19.8 

16% 

1.07 

2.1 

966 

British  Petroleum 

-22.4 

43% 

3.26 

8.3 

617    Cipsco 

44.5 

29% 

2.24 

6,5 

310 

Broad 

110. 6t 

24% 

2.82 

1.1 

1131    Circle  K 

-99.3 

yi6 

NA 

0.0 

554 

Broken  Hill 

53.6 

28% 

NA 

4,1 

60    Circuit  City  Stores 

346,2 

41 

2.40 

0.3 

1070 

Brooke  Group 

-55.0 

3% 

-3.22 

16.6 

55    Circus  Circus 

381.3 

56y4 

2.65 

0.0 

580 

Brooklyn  Union  Gas 

50.0 

33 

2.51 

5.9 

860    Citicorp 

-2,0 

i8y4 

2.07 

0.0 

235 

Brown-Forman 

142.9 
-24.4 

85% 
24% 

6.50 

3.2 

428    Citizens  Utilities 

78,2 

29 

1.57 

0.0 

975 

Brown  Group 

2,07 

6.5 

957    Clark  Equipment 

-20,7 

19% 

1.63 

0.0 

913 

Browning-Ferris  Inds 

-12.1 

24% 

1.36 

2.8 

507    Clorox 

61.3 

44% 

3.04 

3.8 

811 

Bruno's 

8.4 

IVA 

0.87 

2.0 

696    CMS  Energy 

30.6 

17% 

1.68 

2.7 

844 

Brunswick 

0.8 

14% 

1,19 

3.0 

467    CNA  Financial 

69.0 

94 

4.35 

0.0 

149 

Burlington  Coat 

208.9 

20y4 

1.35 

0.0 

598    Coachmen  Industries 

48.2 

10% 

0.50 

0.8 

NR 

Burlington  Industries 

NA 

12% 
39 

1,62 

0.0 

1069    Coast  Savings  FinI 

-53.9 

7% 

1.90 

0.0 

470 

Burlington  Northern 

68.6* 

3.89 

3.1 

591    Coastal  Corp 

48.6 

25% 

2.25 

1.6 

730 

Burlington  Resources 

24.1* 

4oy2 

1.54 

1.2 

67    Coca-Cola 

327.54: 

40% 

1.71 

1.4 

953 

Butler  Manufacturing 

-20.3t 

13% 

1,01 

0.0 

1008    Coca-Cola  Bottling 

-32.6 

15y2 

0.52 

5.7 

NR 

Buttrey  Food  &  Drug 

NA 

8y4- 

1.35 

0.0 

926    Coca-Cola  Enterprises 

-14.9 

12% 

0.31 

0.4 

NR 

BWIP  Holdings 

NA 

26 

2.13 

0.9 

159    Colgate-Palmolive 

198.7 

58% 

3.33 

2.1 

764 

Cablevision  Systems 

18.7 

31 

-5.85 

0.0 
2.3 

NR    Coltec  Industries 

NA 

17 

1.52 

0.0 

654 

Cabot 

37.9 

45 

3.70 

1041    Columbia  Gas  System 

-44.7 

22y4 

2.17 

0.0 

418 

Caesars  World 

80.5 

39y4 

3.29 

0.0 

NR    Columbia  Hospital 

NA 

19% 

1.44 

0.0 

NR 

Caldor 

NA 

26y4 

2.53 

0.0 

556    Comcast 

53.0 

16% 

-0.95 

0.8 

1122 

CalFed 

-93.1 

IVz 

0.26 

0.0 

896    Comdisco 

-9.8 

16 

1.66 

1.8 

927 

CalMat 

-15.1 

22y2 

1,04 

2.8 

245    Comerica 

138.5 

61% 

6.48 

3.3 

155 

Campbell  Soup 

200,4 

41% 
444% 

2,21 

2,1 

182    Commerce  Bcshs 

177.3 

4iy4 

3.79 

1.9 

706 

Capital  Cities/ABC 

28.8 

29,82 

0,0 

1029    Commerce  Clearing 

-39.0 

18% 

0.99 

3.7 

237 

Capital  Holding 

142.1 

65% 

6,99 

2.2 

475    Commercial  Federal 

67.6 

14% 

1.75 

0.0 

42 

Cardinal  Distribution 

456.0 

2Th 

1.85 

0.4 

639    Commercial  Intertech 

40.4 

20 

1.38 

3.4 

679 

Carl  Karcher 

33.9 

9% 

0.80 

0.8 

433    Commercial  Metals 

77.5 

25y8 

1.78 

2.1 

551 

Carlisle  Cos 

54.3 

44% 

3.58 

3.0 

910    Commonwealth  Ed 

-11.8 

24y4 

2.39 

6.6 

209 

Carniv9l  Cruise  Lines 

159.4 

31% 

2.28 

1.8 

597    Commonwealth  Energy 

48.2 

41% 

3.57 

7.0 

1003 

Carolina  Freight 

-31.3 

14y4 

1,00 

1.4 

463    Comsat 

69.6 

47y2 

3.67 

2.9 

542 

Carolina  Power  &  Lt 

55.6 

52% 

4,62 

6.1 

592    Compaq  Computer 

48.5 

41% 

2.77 

0.0 

828 

Carpenter  Technology 

4.9 

45y2 

3.50 

5.3 

NR    CompUSA 

NA 

33y2 

0.78 

0.0 

955 

Carter  Hawley  Hale 

-20.6 

63/4 

NA 

0.0 

807    Computer  Associates 

8.6 

17% 

1.30 

0.6 

175 

Carter-Wallace 

181.9 

3iy8 

2.00 

1,1 

606    Computer  Sciences 

47.0 

74y4 

5,38 

0.0 

672 

Casey's  General  Store 

34.5 

isy? 

1.26 

0,6 

NR    Computervision 

NA 

6y4 

0.88 

0.0 

669 

AM  Castle  &  Co 

34.8 

iiy2 

1.15 

3,5 

176    ConAgra 

181.5 

31% 

2.06 

2.0 

923 

Caterpillar 

-14.1 

53y4 

3.11 

1.1 

222    Conner  Peripherals 

152.4* 

19% 

2.79 

0.0 

Note:  Except  as  indicated,  price 

changes  are  from  Dec.  31,  1987  to  Nov.  18,  19^ 

)2.     NR:  Not  ranked  because  of  merge 

,  spinoff. 

reorganization,  new  issue  or 

conversion  to  stock  company. 

*Four-year  price 

; change 

tThree- 

year  price  char 

ige.     tDoes  not  reflect  special  cash  dividend  pa 

d  or  distribution  of  stock  in 

another  company.     NA:  Not  ava 

labia,     def:  Deficit. 

Sources:  Forbes:  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jone 

s  (S  Ryan,  via  Lotus  One  Source. 
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5-year 

EPS 

I 

5-year 

EPS 

price 

1993 

Current  ^M 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

0/0       ■ 

Rank 

Company 

% 

price 

$ 

% 

6 

Conseco 

1356.5 

41% 

4.60 

0.2 

911 

Dow  Chemical 

-11.9 

52% 

3.50 

4.9 

585 

Consolidated  Edison 

49.7 

311/4 

2.53 

6.1 

870 

Dow  Jones 

-5.0 

283/8 

1.73 

2.7 

1035 

Consol  Freightways 

-40.9 

16V4 

1.13 

0.0 

406 

DPL 

83.1 

19y8 

1.46 

5.6 

720 

Consol  Natural  Gas 

26.4 

46y8 

2.67 

4.1 

198 

DQE 

166.0 

3iy4 

2.72 

5.1 

633 

Consolidated  Papers 

42.2 

40 

2.12 

3.2 

947 

Dravo 

-19.6 

9y4 

0.92 

0.0 

154 

Consolidated  Rail 

201.3 

41% 

3.57 

2.6 

663 

Dresser  Industries 

36. 2t 

17% 

1.28 

3.4 

106 

Consolidated  Stores 

245.0 

17y4 

1.00 

0.0 

989 

Drug  Emporium 

-27.7* 

5% 

0.60 

0.0 

1132 

Continental  Airlines 

-99.4 

Vk 

-0.75 

0.0 

113 

DSC  Communications 

237,2 

18y8 

0.50 

0.0 

515 

Continental  Bank 

60.4 

19'A 

2.64 

3.1 

518 

El  du  Pont  de  Nemours 

59,7 

46y2 

3.74 

3.8 

992 

Continental  Corp 

-28.4 

273/4 

0.56 

3.6 

479 

Duke  Power 

66.2 

35% 

2.72 

5.1 

203 

Continental  Medical 

163.0 

IBVs 

1.01 

0.0 

832 

Dun  &  Bradstreet 

3,2 

56y2 

3.52 

4.0 

459 

Cooper  Industries 

70. 7t 

473/8 

3.50 

2.6 

NR 

Duracell  IntI 

NA 

34% 

1.49 

0.9 

17 

Cooper  Tire  &  Rubber 

749.1 

323/8 

1.46 

0.6 

389 

DWG 

85.7 

13 

1.75 

0.0 

766 

Adolph  Coors 

17.8 

19% 

1.70 

2.5 

831 

Dynatech 

3.8 

20y2 

1.75 

0.0 

570 

CoreStates  Financial 

50.9 

503/4 

4.99 

4.3 

610 

E-Systems 

46.2 

383/4 

4.03 

2.6 

132 

Corning 

223.0 

373/4 

2.24 

1.8 

1082 

Eagle  Food  Centers 

-62. 9t 

6y2 

1.00 

0.0 

13 

Costco  Wholesale 

809.1 

25 

1.14 

0.0 

1115 

Eagle-Picher  Inds 

-91.2 

2y8 

NA 

0.0 

230 

CPC  International 

145.1 

49% 

3.20 

2.4 

745 

Eastern  Enterprises 

21.4 

27% 

2.42 

5.1 

861 

CPI 

-2.2 

17 

1.98 

3.3 

937 

Eastman  Kodak 

-17.9 

4oy4 

4.14 

5.0 

7 

Cracker  Barrel  OCS 

1236.6 

42y4 

1.15 

0.1 

680 

Eaton 

33.7 

70% 

6.30 

3.1 

563 

Crane 

52.4* 

23% 

2.15 

3.2 

609 

Echlin 

46.4 

2oy2 

1.26 

3.4 

92 

Crawford  &  Co 

275.0 

2iy4 

1.19 

1.9 

520 

Ecolab 

59.6 

37y2 

2.44 

1.9 

1091 

Cray  Research 

-70. It 

2iy8 

3.16 

0.0 

98 

Edison  Bros  Stores 

255.9 

453/8 

3.83 

2,7 

579 

Crestar  Financial 

50.3 

33  y4 

2.64 

2.4 

136 

AG  Edwards 

221.0 

24y8 

2.75 

2,2 

24 

Crompton  &  Knowles 

615.8 

isys 

1.04 

1.8 

741 

EG&G 

21.8 

2oy4 

1,77 

2.6 

836 

Crown  Central  Pet 

2.6 

143/4 

2.08 

0.0 

884 

Egghead 

-7.6* 

10% 

1,15 

0.0 

165 

Crown  Cork  &  Seal 

195.4 

34% 

2,08 

0.0 

1110 

El  Paso  Electric 

-82.3 

2y2 

0,39 

0.0 

692 

CRSS 

31.3 

7y8 

0.64 

1.5 

1047 

Eljer  Industries 

-47.lt 

ioy4 

NA 

0.0 

1101 

Crystal  Brands 

-76.4 

3% 

0.99 

0.0 

603 

Emerson  Electric 

47. 7t 

5iy8 

3,36 

2.8 

275 

CSX 

124.0 

65y4 

5.55 

2.3 

894 

Emerson  Radio 

-9.5 

23/8 

0.29 

0.0 

78 

cue  International 

297. 6t 

25% 

1.07 

0.0 

193 

Engelhard 

167.9 

35y2 

1.73 

1,7 

1072 

Culbro 

-55.6 

16 

NA 

0.0 

227 

Enron 

146.6 

48y4 

2.94 

2,9 

575 

Cummins  Engine 

50.5 

71  ye 

7.02 

0.3 

893 

Enserch 

-9.3 

15% 

0.75 

5.0 

817 

Curtice  Burns  Foods 

7.3 

143/4 

1.10 

4.3 

86 

Entergy 

281.8 

3iy2 

2.72 

5.1 

499 

Cyprus  Minerals 

62.4 

26y4 

3.35 

3.0 

676 

Equifax 

34.2 

18% 

1.25 

2.8 

872 

Dairy  Mart 

-5.3 

6y4 

0.75 

0.0 

NR 

Equitable  Cos 

NA 

loys 

0.66 

2.0 

723 

Dana 

25.6 

42% 

2.67 

3.7 

63 

Equitable  of  Iowa 

341.2 

37y2 

3.74 

1,9 

201 

Danaher 

164.7 

22y2 

1.92 

0.0 

561 

Equitable  Resources 

52,6 

48y4 

3.30 

3,4 

905 

Dart  Group 

-11.0 

68y2 

NA 

0.2 

1060 

ERLY  Industries 

-51,9 

2y8 

NA 

0,0 

1059 

Data  General 

-51.9 

113/8 

0.43 

0.0 

NR 

ESCO  Electronics 

NA 

6% 

0.43 

0,0 

183 

Dayton  Hudson 

175.6 

76y8 

5.77 

2.0 

523 

Ethyl 

59. 5t 

29y2 

2.28 

2,0 

454 

Dean  Foods 

71.3 

28y8 

2.15 

2.1 

534 

Exxon 

57.4 

60 

4.22 

4,8 

792 

Deere  &  Co 

11.2 

38% 

2.30 

5.2 

137 

Fabri-Centers  of  Amer 

220,2 

13% 

0.94 

0.0 

841 

Delchamps 

1.3 

2oy4 

1.55 

2.2 

876 

Fairchild 

-6,9 

4y2 

-0.25 

0.0 

45 

Dell  Computer 

443.7* 

36y4 

2.96 

0.0 

69 

Family  Dollar  Stores 

317.7 

20% 

1.15 

1.3 

713 

Delmarva  Power  &  Lt 

27.8 

23 

1.72 

6,7 

365 

Fay's 

94.4 

7% 

0.73 

2.5 

624 

Delta  Air  Lines 

43.1 

53y8 

-3.94 

2.3 

740 

Federal  Express 

21.9 

48% 

3.42 

0.0 

331 

Delta  Woodside  Inds 

105.4 

143/8 

1.67 

2.8 

324 

Federal  Home  Loan  Mtg 

107.8t 

46y2 

4.06 

1.6 

397 

Deluxe 

84.6 

45 

2.75 

3.1 

839 

Federal-Mogul 

1.5 

17 

1.21 

2.8 

238 

Detroit  Edison 

142.1 

323/8 

3.25 

6.1 

22 

Federal  Natl  Mortgage 

621.7 

733/8 

6,65 

2.2 

806 

Dexter 

9.1 

25y2 

1.89 

3.5 

682 

Federal  Paper  Board 

33.3 

26y2 

2.74 

3.8 

NR 

Dial 

NA 

40% 

3.22 

2.8 

66 

Federal  Signal 

329.6 

2oy4 

1.16 

2.1 

317 

Diamond  Shamrock 

108.6 

i8y4 

2.03 

2.8 

NR 

Federated  Dept  Strs 

NA 

16% 

1.10 

0.0 

34 
560 

Dibrell  Brothers 

508.0 

38 

2.44 

1.6 

211 

Ferro 

158.6 

26 

2.17 

1.8 

Diebold 

52.7 

57y4 

3.40 

2.9 

20 

FHP  International 

641.9 

2iy2 

1.26 

0.0 

1099 

Digital  Equipment 

-76.1 

32y4 

-0.75 

0.0 

777 

Fieldcrest  Cannon 

15.2 

16% 

1.92 

0.0 

41 

Dillard  Dept  Stores 

468.0 

46% 

2.50 

0.2 

118 

Fifth  Third  Bancorp 

234,2 

5iy4 

3.09 

1.7 

1089 

Dime  Savings  Bank  FSB 

-69.2 

5 

0.87 

0.0 

990 

Figgie  IntI 

-28.0 

18 

2.38 

2.8     • 

189 

Walt  Disney 

171.7 

4oy4 

1.83 

0.5 

NR 

Filene's  Basement 

NA 

22 

1.14 

0.0     . 

987 

Dixie  Yarns 

-27.3 

12 

0.89 

1.7 

818 

Fina 

6.9 

62  ys 

NA 

5.2 

580 

Dole 

50.0 

273/4 

2.39 

1.4 

NR 

Fingerhut  Cos 

NA 

30ya 

2.88 

1.1 

25 

Dollar  General 

613.1 

27% 

1.33 

0.7 

790 

First  American  Corp 

12.4 

233/4 

2.24 

1.7 

761 

Dominion  Bankshares 

19.0 

2iy8 

0.81 

0.0 

321 

First  American  FinI 

108.0 

22 

1.20 

1.9 

620 

Dominion  Resources 

44.1 

393/4 

3.08 

6.2 

743 

First  Bank  System 

21.6 

25% 

2.71 

3.5 

111 

Donaldson 

238.7 

35 

2.07 

1.1 

629 

First  Brands 

42. 7t 

26% 

2.45 

0.9 

388 

RR  Donnelley  &  Sons 

86.2 

303/8 

1.78 

1.7 

457 

First  Chicago 

70.9 

32y4 

4.09 

3.7 

370 

Douglas  &  Lomason 

91.8 

I9y2 

3.34 

2.1 

126 

First  Empire  State 

227.7 

136 

13.52 

1.2 

646 

Dover 

39.3 

43% 

2.66 

2.0 

670 

First  Fidelity  Bncp 

34.7 

40y4 

4.00 

3.3 

Note:  Except  as  indicated,  price 

changes  are  from  Dec.  31 

,  1987  to  Nov.  18,  19S 

2.     NR 

Not  ranked  because  of  merger 

,  spmoff, 

reorganization,  new  issue  or 

conversion  to  stock  company. 

'Four-year  price 

change. 

tThree- 

year  price  chan 

ge.     IDoes  not  reflect  special  cash  dividend  pai 

d  or  distribution  of  stock  in 

another  company.     NA:  Not  avai 

lable.    def:  Def 

icit. 

Sources 

■  Forbes:  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jone 

s  &  Ryan, 

via  Lotus  One  Source. 
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Forbes  ■  Jamiarv  4,  1993 


THE  FUELS  THAT  HELPED 

CAUFORHIA  BECOME  THE  WORLD 

LEADER  AGAMSTPOLUJTIOH. 


In  November  1991,  the 
California  Air  Resources 
Board  took  a  powerful  stand 
against  vehicular  pollution. 

The  Board  established 
reformulated  gasoline  stan- 
dards that  now  lead  the  world 
in  the  fight  for  clean  air. 

California's  leadership 
against  pollution  was  given 
major  impetus  four  years  ago, 
when  ARCO  initiated  a  busi- 
ness and  government  partner- 
ship with  the  South  Coast  Air 
Quality  Management  District. 
It  resulted  in  the  world's  first 
emission  control  gasoline, 
EC-1.  And  later,  EC-Premium. 

Since  their  introduction, 
vehicular  pollution  in  Southern 


California  has  been  reduced 
by  over  two  hundred  million 
pounds. 

Then  two  years  ago,  in 
partnership  with  California's 
Air  Resources  Board,  ARCO 
developed  EC-X.  As  the  latest 
advance  in  emission  control 
formulas,  EC-X  gave  the 
Board  an  example  for  its 
strict,  reformulated  gasoline 
standards. 

When  the  standards  take 
effect  in  1996,  all  Californians 
can  use  clean  burning,  refor- 
mulated gasolines  that  will 
reduce  vehicular  pollution  by 
3.8  million  pounds  a  day 
compared  to  current  emissions. 
Those  new  gasolines — 


K  fl  5*, 


California's  fuels  of  the  future 
— will  help  achieve  clean  air 
more  quickly  more  practically 
at  less  cost  than  methanol  or 
other  alternative  fuels  yet 
considered.  Strong  reasons 
why  the  Board's  standards 
have  the  support  of  environ- 
mental groups  and  air  quality 
management  agencies. 

At  ARCO,  we  are  proud  of 
our  EC-X  clean  fuel  for  the 
future.  And  of  the  partnership 
that  is  leading  the  world  in 
clean  air  solutions. 


ARCO 

CLEAN  FUELS  FOR  THE  FUTURE. 


WHO'S  WHERE  IH  THE  STOCK  MARKET 


5-year 

EPS 

I 

5-year 

EPS 

price 

1993 

Current  ^H 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

%       ■ 

Rank 

Company 

% 

price 

$ 

% 

251 

First  Financial  Mgmt 

133.9 

37% 

2.51 

0.3 

1126 

GlenFed 

-94.3 

174 

0.41 

0.0 

824 

First  Interstate  Bncp 

5.4 

41% 

4.50 

2.9 

134 

Golden  West  FinI 

222.0 

4074 

4.68 

0.6 

1048 

First  Mississippi 

-47.2 

SVe 

0.95 

3.7 

35 

Good  Guys 

507.2 

1074 

0.81 

0.0 

483 

First  of  America  Bank 

65.3 

34V2 

3.88 

4.1 

820 

BF  Goodrich 

6.8 

4374 

2.15 

5.1 

233 

First  Tennessee  Natl 

144.4 

36V-. 

4.06 

4.0 

785 

Goodyear 

13.5 

6878 

6.14 

1.5 

355 

First  Union 

96,8 

38% 

4.18 

3.6 

752 

Goulds  Pumps 

20.5 

2372 

1.72 

3.4 

185 

Firstar 

173.9 

28y4 

2.77 

3.1 

599 

WR  Grace 

47.9 

3572 

2.97 

3.9 

343 

FirstFed  Michigan 

100.0 

18 

2.52 

3.6 

363 

WW  Grainger 

95.3 

57% 

2.97 

1.2 

NR 

Fisher-Price 

NA 

21% 

1.63 

0.9 

NR 

Granite  Construction 

NA 

23 

0.89 

0.9 

NR 

Fisher  Scientific 

NA 

28V2 

2.01 

0.3 

988 

Great  A&P  Tea 

-27.3 

2774 

2.03 

2.9 

645 

Fleet  Fin!  Group 

39,6 

31% 

2.85 

2.8 

56 

Great  Lakes  Chemical 

375.9 

6474 

3.90 

0.5 

290 

Fleet«(ood  Enterprises 

118.0 

37% 

2.83 

2.4 

874 

Gt  Western  Financial 

-5.7 

14% 

2.15 

6.4 
2.2 

803 

Fleming  Cos 

9.6 

29% 

3.51 

4.0 

648 

Grey  Advertising 

38.6 

140 

NA 

596 

Florida  Progress 

48.3 

32% 

2.30 

6.0 

1023 

Grossman's 

-37.5 

3% 

0.47 

0.0 

783 

Florida  Rock  Inds 

14.5 

25% 

NA 

2.0 

330 

Grow  Group 

105.8 

13% 

1.09 

1.8 

821 

Flowers  Industries 

6.4 

20% 

1.10 

3.5 

736 

Grumman 

22.5 

21% 

2.80 

4.7 

140 

Fluor 

216.4 

43y2 

2.28 

0.9 

374 

GTE 

90.8 

33% 

2.31 

5.4 

677 

FMC 

34.1 

45V4 

5.22 

0.0 

762 

Guilford  Mills 

18.9 

2272 

2.15 

2.7 

854 

Food  Lion 

-1.0 

SVz 

0.55 

1.3 

114 

Gulf  States  Utils 

236.8 

16 

1.00 

0.0 

999 

Foodarama  Supermkts 

-30.0 

15% 

NA 

0.0 

1124 

Hadson 

-93.5 

74 

NA 

0.0 

NR 

Food  maker 

NA 

12% 

1.03 

0.0 

NR 

Hall-Mark  Electronics 

NA 

2374 

1.70 

0.0 

834 

Ford  Motor 

3.1 

38% 

3.95 

4.1 

746 

Halliburton 

21,2 

30 

1.35 

3.3 

1007 

Foremost  Corp  of  Amer 

-32.5 

21Vz 

2.60 

3.9 

732 

Handleman 

23.3 

11% 

1.51 

3.5 

1033 

Forest  City  Enterprises 

^0.7 

16% 

NA 

0.0 

956 

Handy  &  Harman 

-20.6 

1272 

1.10 

1.6 

293 

Foster  Wheeler 

117.3 

29% 

1.68 

2.0 

316 

MA  Hanna 

109.0 

27 

2.00 

2.6 

NR 

Foundation  Health 

NA 

40% 

2.23 

0.0 

214 

Hannaford  Bros 

156.2 

2272 

1.42 

1.3 

717 

FPL  Group 

26.6 

36y4 

2.77 

6.7 

309 

Hanover  Insurance 

110.8 

49 

5.36 

0.9 

638 

Freeport-McMoRan 

40.4i 

17% 

0.86 

7.2 

619 

Hanson 

44.3 

17'^ 

1.83 

7.9 

181 

Fremont  General 

177.9 

26% 

3.85 

3.7 

10 

Harley-Davidson 

950.0 

3478 

1.93 

0.0 

NR 

Fruehauf  Trailer 

NA 

5% 

0.65 

0.0 

516 

Harman  International 

60.3 

13% 

1.12 

0.0 

12 

Fruit  of  the  Loom 

837.5 

46% 

2.91 

0.0 

902 

Harnischfeger  Inds 

-10.3 

17% 

1.74 

2.3 

545 

HE  Fuller 

55.2 

3772 

3.10 

1.3 

455 

Harper  Group 

71.2 

13% 

1.40 

1.5 

1078 

Fuqua  Industries 

-60.3 

11% 

1.16 

3.2 

703 

Harris  Corp 

29.3 

33% 

2.79 

3.1 

701 

Gannett 

29.4 

50% 

2.84 

2.5 

756 

Harsco 

19.5 

33 

3.56 

4.2 

23 

Gap 

620.9 

3672 

1.97 

0.9 

244 

Hartford  Steam  Boiler 

139.7 

5578 

2.93 

3.8 

627 

GATX 

42.9 

TlVz 

3.38 

4.7 

1106 

Hartmarx 

-80.9 

472 

0.50 

0.0 

1109 

Gaylord  Container 

-82.1- 

2% 

-1.00 

0.0 

88 

Hasbro 

279.3 

3372 

2.19 

0.6 

NR 

Gaylord  Entertainment 

NA 

36% 

1.01 

1.1 

548 

Hawaiian  Electric 

55.1 

407e 

2.82 

5.7 

187 

Geico 

173.2 

60% 

2.86 

1.0 

NR 

Health  Care  &  Retire 

NA 

28% 

1.79 

0.0 

1071 

GenCorp 

-55.1 

10 

1.42 

6.0 

NR 

HealthTrust 

NA 

16 

1.67 

0.0 

NR 

General  Cable 

NA 

3% 

NA 

0.0 

1039 

Hechinger 

-44.1 

10% 

0.91 

1.5 

612 

General  Cinema 

45.8 

28% 

1.56 

2.0 

84 

Heilig-Meyers 

285.6 

25% 

1.33 

0.9 

329 

General  Dynamics 

105.9 

100% 

8.65 

1.6 

345 

HJ  Heinz 

99.4 

4074 

2.81 

3.0 

425 

General  Electric 

78.5 

78% 

6.23 

3.2 

148 

Helene  Curtis  Inds 

210.8 

39% 

2.69 

0.6 

793 

General  Host 

11.1 

8% 

0.80 

4.1 

737 

Hercules 

22.3 

5772 

4.12 

3.9 

NR 

General  Instrument 

NA 

22 

1.00 

0.0 

384 

Hershey  Foods 

88.3 

46% 

2.95 

2.3 

184 

General  Mills 

175.6 

68% 

3.91 

2.5 

843 

Hewlett-Packard 

0.9 

58% 

4.85 

1.4 

845 

General  Motors 

0.6 

30% 

2.45 

2.6 

1061 

Hexcel 

-52.3 

12% 

1.12 

3.6 

156 

General  Motors  EDS 

200.0 

28% 

1.53 

1.2 

1087 

Hibernia 

-67.2 

5 

0.26 

0.0 

915 

GM  Hughes  Electronics 

-12.5 

21% 

2.12 

3.3 

121 

Hillenbrand  Inds 

232,3 

41% 

1.82 

0.9 

401 

General  Public  Utils 

84.1 

2678 

2.53 

6.1 

NR 

Hillhaven 

NA 

3% 

0.20 

0.0 

359 

General  Re 

96.2 

109% 

6.67 

1.6 

1121 

Hills  Dept  Stores 

-92,8 

72 

NA 

0.0 

778 

General  Signal 

15.2 

54% 

4.49 

3.3 

731 

Hilton  Hotels 

23,9 

44 

2.74 

2.7 

223 

Genesco 

150.0 

8% 

0.63 

0.0 

812 

Holly  Corp 

8,2t 

28 

2.66 

1.1 

NR 

Geneva  Steel 

NA 

872 

-0.72 

0.0 

NR 

Holnam 

NA 

4 

NA 

0.0 

1031 

Genlyte  Group 

-40.0* 

574 

0.40 

0.0 

4 

Home  Depot 

1506.8 

5972 

1.41 

0.2 

881 

Genovese  Drug  Stores 

-7.5 

8% 

NA 

3.0 

922 

Home  Shopping 

-14.0t 

4% 

0.52 

0.0 

665 

Genuine  Parts 

36.1 

31% 

2.14 

3.1 

1028 

Homestake  Mining 

-39.0 

10% 

0.18 

1.9 

NR 

Georgia  Gulf 

NA 

19% 

2.03 

0.0 

254 

HON  Industries 

132.9 

23 

1  38 

1.7 

487 

Georgia-Pacific 

64.9 

56% 

3.14 

2.8 

864 

Honda  Motor 

-3.7 

19% 

1.33 

1.0 

77 

Geiber  Products 

298.6 

34% 

2.34 

2.4 

242 

Honeywell 

140.4t 

64% 

5.29 

2.5 

891 

Getty  Petroleum 

-8.5 

9% 

NA 

0.0 

NR 

Hook-SupeRx 

NA 

11% 

1.22 

0.0 

771 

Giant  Food 

16.8 

20% 

1.45 

3.3 

NR 

Horace  Mann  Educators 

NA 

2672 

2.08 

0.8 

576 

Gibson  Greetings 

50.5 

19 

2.39 

2.1 

273 

Geo  A  Hormel 

124.6 

24 

1.40 

1.8 

71 

Gillette 

312.3 

5872 

2.72 

1.2 

1102 

Horn  &  Hardart 

-76.6 

2% 

0.30 

0.0 

1103 

Gitano  Group 

-79.8* 

474 

NA 

0.0 

529 

Houghton  Mifflin 

58.2 

38% 

2.21 

2.1 

775 

PH  Glatfelter 

15.4 

17% 

1.83 

3.9 

531 

House  of  Fabrics 

57.6 

11% 

1.12 

0.0 

191 

Glaxo  Holdings 

171.2 

24% 

1.41 

2.9 

661 

Household  IntI 

36.4t 

54% 

5.95 

4.3 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31 

,  1987  to  Nov.  18,  19« 

32.     NR 

Not  ranked  because  of  merger,  spinoff, 

reorganization,  new 

issue  or 

conversion  to  stock  company. 

•Four-year  price  change. 

tThree- 

/ear  price  chai 

ige.     tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  m 

another  company.     NA:  Not  ava 

lable.    def:  Deficit. 

Sources:  Forbes:  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch.  Jont 

s  (S  Ryan, 

vo  Lotus  One  Source. 
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5-year 

EPS 

I 

5-year 

EPS 

price 

1993 

Current  ^1 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

0/0       ■ 

Rank 

Company 

% 

price 

$ 

% 

594 

Houston  Industries 

48.3 

44V2 

3.53 

6.7 

996 

Kentucky  Central  Life 

-28.9 

8 

0.30 

5.5 

544 

Howell 

55.2 

13 

0.94 

1.2 

784 

Kerr-McGee 

14.1 

413/8 

2.37 

3.7 

342 

Hubbell 

100.1 

52''/8 

3.29 

3.0 

232 

KeyCorp 

144.4 

34% 

3.55 

3.0 

348 

Hudson  Foods 

97.9 

11% 

0.69 

1.0 

435 

Keystone  IntI 

76.5 

24 

1.52 

2.8 

416 

Huffy 

80.9 

14% 

1.40 

2.0 

716 

Kimball  International 

26.7 

233/4 

1.85 

3.2 

965 

Hughes  Supply 

-22.4 

12% 

NA 

0.9 

261 

Kimberly-Clark 

130.0 

57y2 

3.78 

2.9 

650 

Humana 

38.3 

173/4 

2.00 

5.1 

221 

King  World  Prods 

152.5 

29% 

2.57 

0.0 

311 

JB  Hunt  Transport 

110.0 

223/4 

1.25 

0.9 

410 

Kmart 

82.4 

27y8 

2.37 

3.4 

302 

Huntington  Bcshs 

112.9 

193/4 

1.98 

3.6 

451 

KN  Energy 

71.8 

26% 

2.30 

5.0 

614 

IBP 

45.1 

I8V2 

1.64 

1.1 

605 

Knight-Ridder 

47.0 

59 

3.50 

2.4 

976 

ICF  IntI 

-24. 6t 

bV2 

0.64 

0.0 

NR 

Kohl's 

NA 

30% 

1.31 

0.0 

1044 

ICH 

-46.0 

4'/4 

0.05 

0.0 

573 

Kroger 

50.7' 

133/8 

1.44 

0.0 

640 

ICN  Pharmaceuticals 

40.0 

83/4 

NA 

0.0 

543 

KU  Energy 

55.2 

273/4 

2.13 

5.6 

709 

lES  Industries 

28.2 

29 

2.19 

7.2 

54 

LA  Gear 

401.3 

113/4 

0.36 

0.0 

NR 

Illinois  Central 

NA 

23% 

2.15 

2.5 

626 

La-Z-Boy  Chair 

43,0 

22% 

1.89 

2,6 

875 

Illinois  Power 

-6.9 

22 

1.93 

3.6 

637 

Laclede  Gas 

40.4 

39y2 

NA 

6.1 

399 

Illinois  Tool  Works 

84.5 

60% 

4.07 

1.6 

1023 

LADD  Furniture 

-37,5 

83/4 

0.75 

0.0 

890 

IMC  Fertilizer  Group 

-8.5* 

403/8 

2.96 

2.7 

785 

Lafarge 

13.5 

13% 

0.91 

2.2 

241 

Imcera  Group 

140.8 

38y8 

1.98 

1.2 

146 

Lancaster  Colony 

211.8 

363/8 

2.09 

1.9 

1085 

Imo  Industries 

-64.3 

53/e 

0.82 

0.0 

659 

Lance 

37,1 

24 

1.45 

4.0 

960 

Imperial  Chemical  Inds 

-21.3 

64y2 

5.97 

6.7 

753 

Lands'  End 

20,2 

24y2 

2.15 

0.8 

588 

Imperial  Holly 

49.5* 

11% 

NA 

4.1 

205 

Leggett  &  Piatt 

162.5 

28% 

1.81 

1.7 

381 

Inacom 

89.5 

i3y2 

1.73 

0.0 

120 

Lennar 

233.8 

273/4 

2.15 

0.4 

983 

Inco 

-25.6* 

I9y4 

1.42 

2.1 

267 

Leslie  Fay  Cos 

127.3 

12y2 

1.80 

0.0 

800 

Independent  Insurance 

10.1 

15 

2.11 

5.9 

26 

Leucadia  National 

594.9 

673/4 

3.86 

0.0 

477 

Ingersoll-Rand 

66.9 

29% 

2.01 

2.4 

450 

LG&E  Energy 

71.8 

34y2 

2.51 

5.8 

931 

Ingles  Markets 

-16.4 

53/4 

0.52 

3.8 

615 

Liberty  Corp 

45.1 

253/4 

2.43 

2,2 

1014 

Inland  Steel  Inds 

-34.6 

19% 

1.13 

0.0 

943 

Lifetime 

-18.7 

14% 

1.76 

0.0 

74 

Instrument  Systems 

300.0 

5y2 

0.73 

0.0 

504 

Eli  Lilly 

61.9 

63y8 

5.60 

3.5 

386 

Integra  Financial 

86.9 

373/8 

4.01 

3.4 

156 

Limited 

200.0 

25% 

1.60 

1.1 

206 

Intel 

162.3 

69y2 

4.81 

0.6 

691 

Lincoln  Electric 

31.6 

250 

NA 

2.9 

61 

Intelligent  Electron 

345.0 

8% 

0.85 

0.0 

447 

Lincoln  National 

72.9 

693/8 

5.40 

4.4 

NR 

Interco 

NA 

8% 

NA 

0.0 

1119 

Lionel 

-92.2 

3/8 

NA 

0.0 

848 

Interface 

0.0 

10 

NA 

2.4 

779 

Litton  Industries 

15,1 

4iy2 

4.60 

0.0 

1062 

Intergraph 

-52.5 

113/4 

1.12 

0.0 

1105 

LIVE  Entertainment 

-80.6 

13/4 

0.25 

0.0 

1096 

Interlake 

-74. 3t 

3y2 

0.38 

0.0 
7.7 

223 

Liz  Claiborne 

150.0 

AVA 

3.07 

1.0 

1042 

IBM 

-45.3 

63y8 

7.57 

651 

Lockheed 

38.2 

M'h 

6.11 

4.5 

212 

IntI  Flavors  &  Frags 

157.5 

Ii4y4 

5.58 

2,4 

141 

Loctite 

215.9 

46 

2.57 

1.7 

574 

IntI  Multifoods 

50.7 

26% 

2.43 

3,0 

443 

Loews 

74.5 

ii6y4 

12.42 

0.9 

604 

International  Paper 

47.0 

62y8 

5.23 

2.7 

1107 

Lone  Star  Tech 

-81.3 

sya 

0.55 

0.0 

NR 

IntI  Specialty  Prods 

NA 

113/8 

0.89 

0,4 

103 

Long  Island  Lighting 

252.6 

25y8 

2.21 

6.9 

848 

IntI  Technology 

0.0 

5y8 

0.49 

0.0 

798 

Longs  Drug  Stores 

10.7 

33% 

3.03 

3.3 

135 

Interpublic  Group 

221.2 

34 

1.75 

1.4 

427 

Longview  Fibre 

78.2 

163/4 

1.26 

2.4 

NR 

Interstate  Bakeries 

NA 

19% 

1.84 

2.4 

643 

Loral 

39.7 

44 

4.87 

2.3 

998 

InterTAN 

-29.4 

ioy2 

1,00 

0.0 

1015 

Lotus  Development 

-35.0 

20 

1.83 

0.0 

776 

Iowa-Illinois  G&E 

15.3 

25  y8 

1.93 

7.8 

835 

Louisiana  Land 

2.9 

35y4 

1.15 

2.8 

491 

Ipaico  Enterprises 

64.1 

34% 

2.72 

5.6 

145 

Louisiana-Pacific 

213. 3t 

55% 

4.06 

1.4 

734 

Itel 

22.7 

21% 

0.69 

0.0 

220 

Lowe's  Cos 

152.7 

203/8 

1.31 

1.4 

552 

ITT 

53.9 

68y2 

5.85 

2.7 

898 

LSI  Logic 

-10.1 

8% 

0.44 

0.0 

29 

Jacobs  Engineering 

569,3 

27 

1.24 

0.0 

1104 

LTV 

-80.0 

y2 

NA 

0.0 

978 

James  River  Corp  Va 

-24.7 

17% 

1,28 

3.4 

502 

Lubrlzol 

62.0 

26% 

2.26 

3.2 

1075 

Jamesway 

-57.1 

33/8 

0.25 

0.0 

429 

Lukens 

77.9 

38y4 

3.30 

2,6 

265 

Jefferson-Pilot 

128.2 

4oy8 

3.39 

3.4 

782 

Lyondell  Petrochem 

14,5t1: 

24% 

1,86 

7.3 

NR 

Jenny  Craig 

NA 

17% 

NA 

3.4 

1057 

M/A-Com 

-51,3 

4% 

0.56 

0,0 

NR 

John  Alden  Financial 

NA 

21 

3.00 

1.0 

858 

Mac  Frugal's  Bargains 

-1,7 

14% 

1.38 

0.0 

192 

Johnson  &  Johnson 

169.1 

503/8 

2.91 

1.8 

468 

Magma  Copper 

68.8 

11% 

1.97 

0.0 

492 

Johnson  Controls 

63.9 

42 

3.09 

3.2 

366 

MagneTek 

93. 9t 

16 

1.46 

0.0 

490 

Jostens 

64.3 

29% 

1.68 

3.0 

177 

Manor  Care 

181,0 

22y4 

1.22 

0.4 

1045 

JWP 

-46.2 

33/3 

0.97 

0.0 

848 

Manpower 

0,0* 

If 

0.87 

0.0 

958 

Kaman 

-21.2 

10% 

1.21 

4.3 

1053 

Manville 

-49.3 

9y8 

0.61 

0.0 

420 

Kansas  City  P&L 

80.0 

22y2 

1.68 

6.4   • 

289 

Mapco 

119.2 

52% 

5.70 

1.9 

283 

Kansas  City  Southern 

121.4 

45y4 

3,17 

1.3 

813 

Marion  Merrell  Dow 

8.2 

26y2 

2.75 

3.8 

405 

Kaufman  &  Broad  Home 

83. 3± 

i5y8 

1,29 

2.0 

123 

Mark  IV  Industries 

229.7 

14% 

1.33 

0.6 

194 

Kellogg 

167.3 

70 

3,22 

1.8 

1006 

Marriott 

-32.1 

203/8 

1.12 

1.4 

760 

Ke  II  wood 

19.0 

25 

2,69 

3.2 

407 

Marsh  &  McLennan  Cos 

83.1 

90% 

4.71 

3.0 

662 

Kelly  Services 

36.2 

42y2 

1.69 

1.8 

750 

Marsh  Supermarkets 

20.9 

13V2 

1.73 

3.3 

724 

Kemper 

25.6 

253/4 

3.58 

3.6 

284 

Marshall  &  llsley 

121.1 

623/4 

5.36 

2.4 

949 

Kennametal 

-19.7 

26y2 

2.08 

4.4 

234 

Marshall  Industries 

143.2 

40y8 

3.47 

0.0 

Note;  Except^s  indicated,  price  changes  are  from  Dec.  31.  1987  to  Nov.  18,  19' 

32.     NR 

Not  ranked  because  of  merger,  spinoff, 

reorganization,  new/  issue  or 

conversion  to  stock  company.     ' 

Four-year  price 

change. 

tThree- 

year  price  cha 

ige.     tDoes  not  reflect  special  cash  dividend  pai 

d  or  distribution  of  stock  in 

another  company.     NA:Notavai 

able,     def:  Deficit. 

Sources 

;  Forties;  Media  General;  Institutional  Brokers  Estimate  Systen-i,  a  service  of  Lynch.  Jont 

's  (S  Ryan, 

via  Lotus  One  Source. 

^ 
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WHO'S  WHERE  IH  THE  STOCK  MARKET 


5-year 

EPS 

^H 

5 -year 

EPS 

price 

1993 

Current  ^B 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

■■■■'. 

% 

price 

$ 

°/o          ■ 

Rank 

Company 

% 

price 

$ 

% 

656 

Martin  Marietta 

37.8 

57y8 

7.91 

2,9 

354 

Motorola 

97.0 

98 

5.35 

0.9 

772 

Masco 

le.st 

25V4 

1.89 

2.5 

NR 

Mueller  Industries 

NA 

20 

1.07 

0,0 

901 

Masco  Industries 

-10.3 

83/4 

0.89 

0.0 

567 

Multimedia 

51.4 

27 

1.92 

0,0 

27 

Mattel 

588.6 

25y4 

1.74 

0.8 

541 

Murphy  Oil 

56.0 

35% 

1.90 

3.3 

431 

Maxtor 

77.8 

16 

2.75 

0.0 

NR 

Musicland  Stores 

NA 

14 

1,19 

0.0 

880 
138 

Maxus  Energy 
Maxxam 

-7.1 

evz 

-0.16 

0.0 

373 
335 

Nacco  Industries 
Naico  Chemical 

91.1 
102.3 

453/8 

33y2 

4.14 
2.13 

1.4 
2.5 

218.8 

25y2 

NA 

0.0 

228 

May  Dept  Stores 

146.4t 

713/4 

5.06 

2.3 

914 

Nash  Finch 

-12.2 

i6y4 

2,15 

4.5 

1020 

Maytag 

-35.8 

143/8 

1.04 

3.5 

855 

Nashua 

-1,4 

263/8 

2,60 

2,7 

NR 

MBNA 

NA 

443/4 

3.97 

3.9 

518 

National  City 

59,7 

46y2 

4.71 

4,0 

369 

McCaw  Cellular 

92.2 

31 

-1.01 

0.0 

1129 

Natl  Convenience 

-98,4 

y8 

NA 

0,0 

690 

McClatchy  Newspapers 

32.2* 

i9y2 

1.30 

1.2 

1095 

National  Education 

-74.0 

5 

0,70 

0,0 

32 

McCormick  &  Co 

524.6 

28V2 

1.34 

1.4 

478 

National  Fuel  Gas 

66.4 

27% 

2,03 

5.4 

595 

McDermott  IntI 

48.3 

21% 

1,44 

4.6 

171 

National  Health  Labs 

187. 5*t 

23 

1.53 

1.4 

292 

McDonald's 

117,6 

47% 

2,99 

0.8 

785 

National  Intergroup 

13.5 

13% 

NA 

0.0 

885 

McDonnell  Douglas 

-7.8 

54% 

7,98 

2.6 

693 

National  Medical 

31. U 

123/8 

1.76 

3.9 

727 

McGraw-Hill 

25.1 

603/8 

3,80 

3.7 

822 

Natl  Semiconductor 

6.3 

123/4 

1.20 

0.0 

81 

MCI  Communications 

292.0 

353/4 

2,55 

0.3 

773 

National  Service 

16.5 

243/4 

1.77 

4.0 

500 

McKesson 

62.3 

43 

2,82 

3,7 

169 

NationsBank 

189,9 

50 

5.15 

3.2 

636 

MCN 

40.7* 

26y8 

2,31 

6,4 

1066 

Navistar  IntI 

-52.9 

2 

0.17 

0.0 

1018 

MDC  Holdings 

-35.4 

3% 

NA 

0,0 

357 

NBD  Bancorp 

96.6 

28y2 

2.88 

3.8 

796 

Mead 

11.1 

37% 

2,85 

2.7 

391 

NCH 

85.4 

723/4 

5.97 

1.4 

21 

Medco  Containment 

622.8 

33y4 

0.82 

0.1 

908 

Neiman  Marcus  Group 

-11.8 

13y8 

0.45 

1.5 

1056 

Media  General 

-50.7 

17% 

0.99 

2,5 

488 

New  England  Electric 

64.8 

36% 

2.89 

5.9 

59 

Medical  Care  America 

361.4 

253/8 

2.27 

0.0 

1123 

New  Valley 

-93.4 

% 

NA 

0.0 

64 

Medtronic 

336.9 

102 

4.01 

0.5 

589 

NY  State  E&G 

49.1 

3iy8 

2.51 

6.9 

426 

Mellon  Bank 

78, 2t 

48y8 

4.76 

2.9 

906 

New  York  Times 

-11.3 

27y2 

1.38 

2.0 

367 

Melville 

93.9 

513/e 

4.25 

2.9 

36 

Newell  Co 

490.2 

4iy2 

2.31 

1.4 

977 

Mentor  Graphics 

-24.7 

83/8 

0.28 

2.9 

809 

Newmont  Mining 

8.5 

38y4 

1.68 

1.6 

272 

Mercantile  Bancorp 

124.7 

43y4 

4.72 

3.2 

528 

Niagara  Mohawk  Power 

58.3 

19 

1.77 

4.2 

899 

Mercantile  Stores 

-10.1 

33y4 

3.27 

3.1 

339 

Nicor 

101,1 

463/4 

3.91 

5.0 

202 

Merck 

164.0 

46y2 

2.53 

2.2 

14 

NIKE 

793,6 

87y8 

5.66 

0.9 

101 

Mercury  General 

253.1 

24y2 

2.39 

2.0 

160 

Nipsco  Industries 

198,5 

253/8 

2.13 

4.9 

933 

Meredith 

-16.7 

25 

1.21 

2.6 

972 

Nissan  Motor 

-23.9 

83/4 

0.35 

1.3 

527 

Meridian  Bancorp 

59.1 

27y4 

2.85 

4.4 

1100 

NL  Industries 

-76.2* 

4y2 

-0.25 

0.0 

440 

Merisel 

75.0* 

ioy2 

0.95 

0.0 

918 

Noland 

-13.2 

I4y4 

NA 

1.6 

1125 

Meritor  Savings  Bank 

-94.2 

y4 

NA 

0.0 

411 

Nordstrom 

82.3 

36 

1.99 

0.9 

199 

Merrill  Lynch 

165.4 

593/8 

6,39 

2.0 

280 

Norfolk  Southern 

123,3 

58% 

4.77 

3.1 

16 

Merry-Go-Round 

749.1 

143/8 

0,94 

0.3 

993 

Nortek 

-28.6 

5 

NA 

0.0 

168 

Fred  Meyer 

191.8 

31 

2.40 

0,0 

715 

Northeast  Utilities 

27, 2t 

253/4 

2.13 

6.8 

652 

Michael  Foods 

38.1 

I2y8 

0.82 

1.6 

621 

No  States  Power 

43,9 

42% 

3.12 

5.9 

38 

Michaels  Stores 

478.9 

21  Vz 

1.40 

0.0 
4.3 

259 

Northern  Telecom 

130.7 
241.7 

39y2 
6iy2 

2.39 

0.9 

788 

Michigan  National 

13.3 

463/4 

5.25 

109 

Northern  Trust 

4.36 

1.8 

420 

MicroAge 

80.0 

7% 

1.44 

0.0 

805 

Northrop 

9.3 

27% 

4.65 

4.3 

712 

Micron  Technology 

28,0 

18% 

1.07 

0.3 

104 

Norwest 

247.6 

42% 

3.89 

2.7 

19 

Microsoft 

663,2 

92 

3.09 

0,0 

11 

Novell 

945.8 

313/8 

1.10 

0.0 

1051 

Midlantic 

-48,7 

I7y8 

1.04 

0.0 

130 

Nucor 

224.9 

643/8 

2.60 

0.4 

815 

Midwest  Resources 

8,0 

I6y2 

1.41 

7.0 

393 

NWNL 

85.2 

42% 

5.36 

3.5 

946 

Herman  Miller 

-19.5 

I5y2 

1.00 

3.4 

722 

Nynex 

25.7 

80% 

6.71 

5.7 

852 

Millipore 

-0.3 

373/8 

2.46 

1.4 

1002 

Occidental  Petroleum 

-30.3 

17 

0.89 

5.9 

512 

Mine  Safety  Appliance 

60,8 

41 

NA 

2.2 

31 

Office  Depot 

537.4* 

34 

0,84 

0.0 

546 

Minn  Mining  &  Mfg 

55,1 

99% 

6.47 

3.2 

984 

Ogden 

-25.7 

20% 

1,62 

6.1 

535 

Minnesota  Power  &  Lt 

57.1 

33 

2.24 

5.9 

471 

Ohio  Casualty 

68.3 

61 

5.20 

4.4 

152 

Mirage 

205.8 

32% 

2.23 

0.0 

799 

Ohio  Edison 

10.6 

22y4 

1.77 

6.7 

434 

Mitchell  Energy 

77.1 

183/8 

1.17 

2.2 

793 

Oklahoma  G&E 

11.1 

32y2 

2.69 

8,2 

1019 

MNC  Financial 

-35.6 

11% 

0.47 

0.0 

263 

Old  Kent  Financial 

128,8 

29% 

2.86 

3,5 

549 

Mobil 

54.6 

60y2 

4.03 

5.3 

142 

Old  Republic  IntI 

215.2 

243/4 

2.52 

1,6 

296 

Modine  Manufacturing 

115,4 

35 

2.76 

2.4 

888 

Olin 

-8.3 

38y2 

3,59 

5.7     ' 

404 

Molex 

83,7 

27 

1.30 

0.1 

375 

Olsten 

90.8 

32% 

1.72 

1,0     • 

675 
525 

Monsanto 

34.3 

553/4 
25 

4.55 
2.14 

4.0 
6.2 

360 

Omnicom  Group 

96.2 

38'/2 

2.66 

3,2 

Montana  Power 

59.4 

853 

Oneida 

-0.4 

11% 

1.33 

4,1 

979 

Moore  Corp 

-25.0 

15 

1.29 

6.3 

336 

Oneok 

101.5 

16% 

1.46 

5,9 

460 

JP  Morgan  &  Co 

70.3 

613/4 

6.09 

3.5 

156 

Oracle  Systems 

200.0 

2iy4 

1.01 

0,0 

1088 

Morgan  Products 

-68.7 

5% 

0,78 

0.0 

641 

Orange  &  Rockland 

39,9 

39% 

3.24 

6.2 

147 

Morgan  Stanley 

211.0 

53y8 

5.69 

1.8 

256 

Oregon  Steel  Mills 

131.5* 

2iy8 

2,09 

2.7 

735 

Morrison  Knudsen 

22.6 

203/8 

1.40 

3.9 

178 

Orion  Capital 

180.6 

37% 

5,42 

2.4 

294 

Morrison  Restaurants 

117.0 

25y2 

1,67 

1.9 

NR 

OrNda  HealthCorp 

NA 

6y2 

0,84 

0.0 

466 

Morton  International 

69.0t 

60V8 

3.34 

1,6 

940 

Oryx  Energy 

-18.4* 

2iy8 

0,63 

1.9 

Note:  Except  as  indicated,  price 

changes  are  from  Dec.  31 

,  1987  to  Nov,  18,  19? 

)2.     NR 

Not  ranked  because  of  merger 

,  spinoff,  reorganization,  new  issue  or 

conversion  to  stock  company. 

*  Four-year  price 

change. 

tThree- 

year  price  char 

ige,     IDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in 

anothe 

r  company.     NA:  Not  ava 

labia,     def:  Deficit. 

Sources:  Forbes;  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jone 

s  &  Ryan, 

yia  Lotus  One  Source. 
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HILLSDALE  COLLEGE  WANTS  TO  MAKE  YOU 

k  FREE  OFFER 


Not  many  people  would 
think  of  a  small  liberal  arts 
college  in  Michigan  as  a 
prime  source  of  information  about  the 
world  of  ideas,  but  Hillsdale  College 
has  been  surprising  Americans  for 
nearly  150  years  with  its  innovative 
educational  mission.  The  first  college 
in  the  nation  to  make  nondiscrimina- 
tion a  condition  of  its  founding,  the 
second  to  graduate  women  on  an 
equal  basis  with  men,  the  first  to  fight 
the  government  over  its  right  to 
remain  independent  in  a  battle  that 
went  all  the  way  to  the  Supreme 


IMPRIMIS, 

the  Monthly  Digest 

of  Challenging  Ideas 

IS  FREE. 

Subscribe  today! 


"Exit  Communism,  Cold  War,  "A  Journalist's  View  of 
and  the  Status  Quo"  Black  Economics" 

JEANE  KIRKPATRICK  WILLIAM  RASPBERRY 

Court-these  achievements  exemplify 
Hillsdale's  dedication  to  principle  and 
to  "going  it  alone." 


"Hillsdale  has  never 
accepted  one  cent  of 
federal  funds,  because 
federal  funds  inevitably 
mean  federal  control." 


Hillsdale  has  never  accepted  one 
cent  of  federal  funds,  because  federal 
funds  inevitably  mean  federal  control. 
And  in  this  "politically  correct"  age 
when  many  other  colleges  are 
abandoning  the  liberal  arts  curricu- 
lum, we  've  stuck  to  our  guns  and  have 
defended  the  American  heritage. 
Western  culture,  Judeo-Christian 
values  and  academic  freedom. 

A  central  part  of  Hillsdale's 
educational  mission  is  to  reach  out  to 
a  national  audience.  IMPRIMIS, 


"Popular  Culture  and  the 
War  Against  Standards" 
MICHAEL MEDVED 


"The  Road  to  Serfdom: 
Intellectuals  and  Socialism" 
WILLIAM  F.  BUCKLEY,  JR. 


which  means  "in  the  first  place,"  is  its 
free  monthly  digest,  which  offers 
original  thought-provoking  articles  on 
critical  issues  by  nationally  known 
opinion  leaders  and  decision  makers 
who  have  spoken  at  the  College. 
Authors  have  included  Ronald 
Reagan,  Charlton  Heston,  William  F. 
Buckley,  Jr.,  Jeane  Kirkpatrick, 
Thomas  Sowell,  Malcolm  Forbes,  Jr., 
Lynne  Cheney,  Tom  Wolfe  and 
hundreds  more. 

That's  right.  IMPRIMIS 
IS  FREE,  NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
We're  fast 
approaching  half 
a  million  readers 
around  the 
country-we  hope 
you'll  join  them 
by  writing  for  a 
free  subscription 
today. 


DR. GEORGE  ROCHE 
President,  Hillsdale  College 


C-^^J^ 


Interested  in  the  war  of  ideas?  Receive  IMPRIMIS /ree  every  month. 

Mail  this  coupon  to  IMPRIMIS,  Dept.  TO- 11,  Hillsdale  College,  Hillsdale,  MI  49242 

Or  call  TOLL-FREE:  1-800-535-0860 

Name 


Title/Organization 

Address  

City/State/Zip 


ABOVE  ADDRESS  IS: 
□  Home      □  Office 


Hillsdale 
xlollege 


WHO'S  WHERE  IN  THE  STOCK  MARKET 


5-year 

EPS 

■ 

5-year 

EPS 

price 

1993 

Current  ^M 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ^M 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

o/.          ■ 

Rank 

Company 

% 

price 

$ 

% 

1021 

Oshkosh  Truck 

-36.8 

gvs 

1.60 

5.2 

334 

Premier  Industrial 

104.2; 

38y8 

1.82 

1.3 

886 

Outboard  Marine 

-8.0 

2oy8 

1.40 

2.0 

1029 

Preston 

-39.0 

6y4 

0.59 

0.0 

708 

Overseas  Shipholding 

28.5 

I5y8 

0.80 

3.9 

699 

Price  Co 

29.8 

42y2 

2.67 

0.0 

95 

Owens  &  Minor 

260.8 

21V4 

1.26 

1.2 

356 

Primerica 

96.6 

44 

5.51 

1.8 

430 

Owens-Corning 

77.9 

29y8 

3.97 

0.0 

219 

Procter  &  Gamble 

153.0 

54 

2.90 

2.0 

NR 

Owens-Illinois 

NA 

8% 

1.00 

0.0 
3.6 

207 

Progressive 

161.5 

26% 

4.82 

0.7 

564 

Oxford  Industries 

52.3 

16% 

1.89 

NR 

Promiis  Cos 

NA 

46% 

2.11 

0.0 

346 

Paccar 

99.1 

56% 

4.76 

1.8 

260 

Protective  Life 

130.6 

28y4 

3.28 

3.3 

1081 

Pacific  Enterprises 

-62.8 

18y2 

1.91 

0.0 

307 

Provident  Life  &  Ace 

111.0 

26% 

3.16 

3.8 

362 

Pacific  G&E 

95.4 

31% 

2.70 

5.5 

1079 

PS  Group 

-60.3 

9% 

-0.01 

0.0 

538 

Pacific  Telesis 

56.8 

41% 

3.11 

5.2 

520 

PSI  Resources 

59.6 

18% 

1.77 

6.0 

1 

PacifiCare  Health 

3046.7 

A5Vi 

2.04 

0.0 

667 

Public  Service  Colo 

35.2 

27% 

2.46 

7.3 

751 

PacifiCorp 

20.6 

19% 

1.79 

7.9 

1005 

Public  Service  NM 

-32.0 

12% 

0.87 

0.0 

255 

PaineWebber  Group 

132.2 

22y4 

2.86 

2.2 

744 

Pub  Svc  Enterprise 

21.5 

29 

2.46 

7.4 

204 

Pall 

162.9 

30% 

1.24 

1.2 

649 

Puget  Sound  P&L 

38.4 

26ya 

2.21 

6.9 

NR 

Pamida  Holdings 

NA 

4 

0.66 

0.0 

757 

Pulitzer  Publishing 

19.4 

34% 

2.08 

1.6 

920 

Panhandle  Eastern 

-13.9 

17% 

1.23 

4.5 

505 

Quaker  Oats 

61. 6i 

67y4 

3.92 

2.9 

754 

Paramount  Commun 

20.2 

42% 

2.74 

1.9 

986 

Quaker  State 

-27.0 

iiy8 

1.10 

7.2 

974 

Parker  Hannifin 

-24.1 

27% 

1.88 

3.5 

153 

Quanex 

202.0 

I8y2 

1.41 

2.8 

900 

Penn  Central 

-10.2i 

18% 

1.75 

4.3 

47 

Quantum 

430,1 

14% 

2.03 

0.0 

352 

Penn  Traffic 

97.2* 

26% 

1.54 

0.0 

1094 

Quantum  Chemical 

-72.0' 

I5y8 

-0.41 

0.0 

422 

JC  Penney 

79.5 

77% 

6.24 

3.4 

530 

Questar 

58.1 

25y2 

1.80 

4.2 

484 

Pennsylvania  P&L 

65.2 

27y4 

2.14 

5.9 

50 

QVC  Network 

410.3 

24% 

1.45 

0.0 

973 

Pennzoil 

-23.9 

54 

1.75 

5.6 

634 

Ralston  Purina 

41.7 

45y4 

3.41 

2.7 

305 

Pentair 

112.0 

40 

3.40 

2.5 

892 

Raychem 

-9.0 

40% 

0.62 

0,8 

1013 

People's  Bank 

-34.4' 

5 

NA 

0.0 

681 

Raytheon 

33.6 

44% 

5.25 

2,9 

332 

Peoples  Energy 

104.9 

31% 

2.43 

5.6 

NR 

Reader's  Digest  Assn 

NA 

54% 

2.26 

2,2 

382 

Pep  Boys 

89.1 

26 

1.10 

0.5 

163 

Reebok  International 

196.5 

31% 

3.10 

1.0 

89 

PepsiCo 

276.4 

41% 

2.08 

1.2 

862 

Reliance  Group 

-2.2 

5% 

1.00 

5.7 

1011 

Perini 

-34.3 

16y4 

1.20 

0.0 

587 

Republic  New  York 

49.6 

44% 

4.65 

2.3 

653 

Perkin-Elmer 

38.0 

33% 

2.15 

2.1 

NR 

Resorts  IntI 

NA 

1% 

NA 

0.0 

NR 

Perrigo 

NA 

40 

1.10 

0.0 

1128 

Rexene 

-97. 9t 

2% 

NA 

0.0 

602 

Perry  Drug  Stores 

47.7 

8% 

0.88 

0.0 

164 

Reynolds  &  Reynolds 

195.5 

48% 

3.20 

2,1 

NR 

Pet 

NA 

isya 

1.09 

1.5 

833 

Reynolds  Metals 

3.1 

49y8 

3,85 

3,7 

526 

Petrie  Stores 

59.2 

24% 

0.70 

0.8 

NR 

Rhone-Poulenc 

NA 

23y2 

2,46 

5,4 

NR 

Petroleum  Heat  &  Pwr 

NA 

11% 

-0.46 

0.0 

68 

Rhone-Poulenc  Rorer 

321.9 

50% 

3,76 

1.6 

122 

Pfizer 

231.9 

77% 

3.86 

1.9 

269 

Richfood  Holding 

127.0* 

17% 

1.72 

0.8 

394 

Phelps  Dodge 

85. U 

43y2 

5.05 

3.8 

1054 

Riggs  National 

-49.3 

9y4 

0.45 

0.0 

671 

PHH 

34.7 

37% 

3.50 

3.2 

848 

Riser  Foods 

0.0* 

7 

1,20 

0.0 

635 

Philadelphia  Elec 

41.2 

26y8 

2.34 

5.4 

704 

Rite  Aid 

29.2 

23  y4 

1.82 

2.4 

91 

Philip  Morris  Cos 

276.0 

80y4 

6.62 

3.2 

NR 

RJR  Nabisco 

NA 

9y4 

0.78 

0.0 

967 

Philips  Electronics 

-22.4 

iiy* 

1.49 

0.0 

308 

Roadway  Services 

110.9 

67% 

4.34 

1.9 

453 

Phillips  Petroleum 

71.4 

24 

1.70 

4.7 

1120 

Robertson-Ceco 

-92.6 

V/a 

NA 

0.0 

43 

Phillips-Van  Heusen 

.    455.0 

27% 

1.61 

0.5 

498 

Rochester  G&E 

62.7 

24 

2.02 

7.0 

116 

PHM 

235.8 

28y8 

3.00 

0.9 

578 

Rochester  Telephone 

50.3 

31% 

2.25 

4.9 

340 

Piedmont  Natural  Gas 

100.6 

38% 

2.86 

4.7 

664 

Rockwell  IntI 

36.2 

25% 

2.48 

3.6 

338 

Pier  1  Imports 

101.2 

iiy4 

0.78 

0.4 

452 

Rohm  &  Haas 

71.5 

54y4 

3.97 

2.4 

469 

Pilgrim's  Pride 

68.8 

6% 

NA 

0.0 

1000 

Rohr 

-30.2 

IVA 

2.06 

0,0 

NR 

Pinkerton's 

NA 

17% 

1.61 

0.0 

277 

Rollins 

123.8 

22% 

1.21 

1,8 

995 

Pinnacle  West 

-28.8 

19% 

1.90 

0.0 

1080 

Roses  Stores 

-60.5 

3% 

0.37 

0,0 

979 

Pioneer  Financial  Svs 

-25.0 

6 

0.88 

0.0 

65 

Ross  Stores 

330.3 

17% 

1.52 

0.0 

236 

Pioneer  Hi-Bred  IntI 

142.9 

25y2 

1.73 

1.9 

968 

Rouse 

-22.4 

isys 

NA 

4.0 

351 

Pitney  Bowes 

97.4 

37% 

2.30 

2.1 

314 

RPM 

109,4 

25'/i 

1.42 

2.9 

707 

Pittston 

28.8 

12% 

1.56 

2.3 

200 

Rubbermaid 

165.3 

33 

1.34 

1.2 

877 

Pittway 

-7.0t 

38y8 

NA 

1.6 

295 

Ruddick 

115.4 

18% 

■      1.49 

2.1 

869 

Ply  Gem  Industries 

-4.5 

10% 

0.90 

1.1 

246 

Russell 

138.4 

29% 

2.44 

1.2 

586 

PNC  Financial 

49.7 

27% 

2.55 

4.1 

882 

Ryder  System 

-7.5 

24% 

1.89 

2.4 

674 

Polaroid 

34.4 

31% 

2.68 

1.9 

944 

Rykoff-Sexton 

-18.8 

14% 

1.60 

2.7 

79 

Policy  Management  Sys 

297.4 

76V2 

3.01 

0.0 

565 

Ryland  Group 

51.8 

2iy4 

2.51 

2,8 

938 

Pope  &  Talbot 

-18.1 

14% 

0.93 

5.2 

341 

Safeco 

100.5 

55% 

4.63 

2,9 

904 

Portland  General 

-10.6 

19 

1.71 

6.3 

810 

Safeguard  Scientiflcs 

8.5 

16 

NA 

0,0 

497 

Potlatch 

62.8 

46 

3.61 

3.3 

673 

Safety-Kleen 

34.4 

29ya 

1.34 

1,2 

801 

Potomac  Electric 

9.7 

24 

1.96 

6.7 

NR 

Safeway 

NA 

13% 

1.32 

0.0 

413 

PPG  Industries 

81.9 

6oy4 

4.52 

3.3 

NR 

St  Joe  Paper 

NA 

36% 

1.60 

0.5 

NR 

Praxair 

NA 

16% 

1.21 

1.5 

550 

St  Paul  Cos 

54.3 

71 

7.82 

3.8 

1040 

Precision  Castparts 

-44.2 

19V4 

2.55 

0.6 

618 

Salant 

44.4 

9% 

NA 

0.0 

539 

Premark  IntI 

56.4 

35 

4.29 

2.9 

229 

Sallie  Mae 

145.6 

69y4 

4.93 

1.7 

303 

Premier  Bancorp 

112.5 

1478 

1.68 

0.0 

379 

Salomon 

89.8 

37y4 

3.93 

1.7 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1987  to  Nov.  18,  19? 

)2.     NR 

Not  ranked  because  of 

merger,  spinoff. 

reorganization,  new  issue  or 

conversion  to  stock  company. 

•Four-year  price  change. 

tThree- 

year  price  char 

ige.     tDoes  not  reflect  special  cash  dividend  pa 

d  or  distribution  of  stock  in 

another  company.     NA:  Not  ava 

lable.    def;  Deficit. 

Sources:  Forbes:  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch.  Jone 

s  &  Ryan. 

via  Lotus  One  Source. 

JR 

IC 

240 
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why  Over  Two  Million 

Investors  Choose  Fidelity  For 

Their  Retirement  Savings 


As  investment  provider 
for  the  IRA  and  pension 
money  of  millions  of 
individuals  and  hundreds 
of  companies,  you  learn 
what's  really  important  to 
retirement  investors.  At 
Fidelity,  those  lessons  help 
us  improve  our  product,  to 
give  you  not  only  sensible 
ways  to  invest  your  retire- 
ment savings,  but  also 
information  diat  you  can 
put  right  to  work,  and  a 
service  approach  that 
delivers  solutions. 


FIDELITY  JUST  REDUCED 

THE  COST  OF  SAVING 

FOR  RETIREMENT 

For  your  Fidelity  IRA: 
More  Stock  Fund  Choices  Than  Ever- 
With  No  Sales  Charge! 

As  part  of  Fidelity's  commitment  to  retirement 
investing  we  are  making  at  least  15  more  stock 
funds  available  with  no  sales  charge  for  retire- 
ment investors.  Call  for  details. 


If  you  trade  stocks  and  bonds: 
Trade  TVice  and  Pay  No  IRA  Feel' 

For  brokerage  retirement  customers  who 
make  two  or  more  trades  annually,  we  will  waive 
the  account  maintenance  fee  on  your  Fidehty  IRA. 
Call  today  for  more  information. 


We  Give  You  The 
Tools  You  Need 
To  Take  Control 

Every  retirement  investor  has  different 
retirement  objectives.  That's  why  Fidelity 
offers  a  diverse  set  of  mutual  fiind 
q)proaches,  with  the  money  manage- 
ment skill  we've  built  for  over  45  years. 


And  if  your  strategy 
includes  buying  individual 
securities  for  your  retire- 
ment, we've  made  it  easy  to 
save  up  to  76%^  in  trad- 
ing commissions  vs.  M- 
cost  brokers  with  Fidelity 
Brokerage. 

We're  Here  To 
Inform  You 


We  know  that  investors 
today  are  more  interested  in 
doing  what  it  takes  now  in 
order  to  retire  comfortably 
in  10, 20,  or  even  30  years. 
So  Fidelity  created  a  set  of 
common  sense  guides  that 
focus  on  helping  you  plan  and 
act  for  the  long  term,  using  a  step-by-step 
approach  to  building  your  assets. 

Call  Today.  Find  out  why  over  two 
million  investors  entrust  theu"  retirement 
savings  to  Fidelity  Call  anytime  for  your 
free  copy  of  A  Common  Sense  Guide 
to  Planning  For  Retirement. 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fideiity 


2r 


investments' 

Common  sense.  Uncommon  results. 


For  more  complete  information  on  any  Fidelity  Fund  including  charges  and  expenses,  call  for  a  free  current  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
Fidelity  DisUibutors  Corporation.  'This  waiver  first  applies  in  1993,  and  is  based  on  trades  from  November  1,  1992  through  October  31, 1993-  The  waiver  applies  whether 
you  make  two  or  more  trades  in  one  retirement  account  in  vour  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  The  waiver  only  applies  to  FBSI  cus- 
tomers which  have  a  Fidelity  prototype  retirement  plan  with  m  FDIC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidehty  funds,  and  limited  partnerships  are  not 
included  in  this  ofifer.  76%  savings  based  on  an  April  1992  survey  of  full-cost  brokers.  Minimum  commission  $38.  Fidehty  Brokerage  Services  Inc.  (FBSI),  l6l  Devonshire 
Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  CODE:  FORB/GENI/01 0493 


WHO  S  WHERE  IN  THE  STOCK  MARKET 


5-year 

EPS 

price 

1993 

Current 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

% 

513 

San  Diego  G&E 

60.5 

23% 

1.82 

6.0 

NR 

Santa  Fe  Pacific 

NA 

13V4 

1.03 

0.8 

108 

Sara  Lee 

241.8 

30V8 

1.40 

1.9 

291 

Savannah  Foods 

117.7 

15% 

1.45 

3.5 

630 

Scana 

42.5 

40% 

3.36 

6.6 

622 

SCEcorp 

43.9 

43% 

3.71 

6.4 

174 

Schering-Plough 

183.5 

66% 

4.19 

2.3 

301 

Schlumberger 

113.0 

6IV4 

3.57 

2.0 

NR 

Scholastic 

NA 

33% 

1.90 

0.0 

216 

A  Schulman 

154.8 

273/4 

1.66 

1.0 

559 

Schultz  Sav-0  Stores 

52.7 

141/4 

1.80 

1.1 

40 

Charles  Schwab 

468.8 
13.2 

22% 
15 

1.62 

1.1 

789 

SCI  Systems 

0.82 

0.0 

144 

Scientific-Atlanta 

214.4 

35% 

1.20 

0.5 

837 

Scott  Paper 

2.1 

36 

3.39 

2.2 

562 

EW  Scripps 

52.6' 

261/8 

1.34 

1.5 

274 

Seaboard 

124.3 

171 

NA 

0.3 

726 

Seagate  Technology 

25.2 

18% 

2.74 

0.0 

387 

Seagram 

86.2 

25% 

2.44 

2.2 

286 

Sealed  Air 

120.8t 

22V2 

1.36 

0.0 

711 

Sears,  Roebuck 

28.0 

42% 

4.81 

4.7 

927 

Seaway  Food  Town 

-15.1 

111/4 

NA 

3.2 

474 

Selective  Insurance 

67.8 

211/4 

2.11 

5.3 

985 

Sequa 

-25.9 
19.1 

36% 
17% 

3.36 
1.31 

1.6 
2.3 

758 

Service  Corp  IntI 

249 

Service  Merchandise 

135.0t 

113/4 

1.13 

0.0 

867 

Shared  Medical  Sys 

-4.1 

20% 

1.42 

4.1 

30 

Shaw  Industries 

546.1 

261/4 

1.57 

1.1 

963 

Shawmut  National 

-22.2 

I61/4 

1.44 

0.0 

240 

Sherwin-Williams 

141.0 

293/8 

1.90 

1.5 
0.0 

167 

Shoney's 

193.8* 

23% 

1.38 

NR 

ShopKo  Stores 

NA 

151/2 

1.77 

2.8 

215 

Sigma-Aldrich 

156.2 

57 

2.19 

0.5 

464 

Signet  Banking 

69.5 

401/4 

3.93 

3.0 

127 

Silicon  Graphics 

227.7 

26% 

1.16 

0.0 

NR 

Sizzler  IntI 

NA 

lOVs 

0.86 

1.6 

695 

Skyline 

30.8 

17 

0.77 

2.8 

NR 

Smarts  Final 

NA 

243/8 

1.28 

0.8 

287 

AO  Smith 

120.7 

30% 

3,83 

2.6 

1063 

Smith  Corona 

-52. 7t 

6% 

0.64 

3.0 

747 

Smith  International 

21.2 

7% 

0.50 

0.0 

97 

Smithfield  Foods 

257.0 

203/4 

2.15 

0.0 

580 

Smith's  Food  &  Drug 

50.0t 

36 

2.19 

1.2 

315 

JM  Smucker 

109.3 

26% 

1.44 

1.6 

959 

Snap-on  Tools 

-21.2 

273/8 

2.19 

3.9 

403 

Society 

83.8 

593/4 

6.41 

3.3 

15 

Solectron  Corp 

767. 7t 

32 

1.47 

0.0 

364 

Sonat 

94.5 

441/2 

2.34 

4.5 

299 

Sonoco  Products 

114.1 

451/2 

2.91 

2.2 

879 

Sony 

-7.1 

31% 

1.60 

1.1 

819 

Sotheby's  Holdings 

6.8* 

103/4 

0.60 

5.6 

1027 

Southdown 

-38.7 

10% 

0.34 

0.0 

511 

Southern  Co 

60.9 

36 

3.05 

6.1 

631 

So  New  Eng  Telecom 

42.4 

321/8 

2.71 

5.5 

NR 

Southland 

326 

SouthTrust 

39 

Southwest  Airlines 

1010 

Southwest  Gas 

361 

Southwestern  Bell 

700 

Southwestern  Pub  Svc 

461 

Spiegel 

767 

Springs  Industries 

320 

Sprint 

948 

SPS  Technologies 

994 

SPX 

333 

Std  Commercial 

93 

Standard  Fedl  Bank 

NA 

107.3 

471.9 

-33.7 

95.6 

29.6 

70.1 
17.8 
108.1 
-19.6 
-28. 7t 
104.7 
270.2 


31/4 
241/4 
251/2 

131/2 
671/4 
30% 

141/4 

35% 

25% 

191/2 

201/2 

29 

21% 


NA 
2.69 

1.51 
1.50 
4.64 
2.53 

1.08 
3.54 
2.14 
NA 
1.69 
3.50 
3.15 


0.0 
3.2 
0.2 
5.2 
4.3 
7.2 

2.5 
3.4 
3.9 
6.6 
2.0 
1.8 
2.2 


Rank    Company 


916  Standard  Motor  Prods 

702  Standard  Products 

866  Standard  Register 

225  Standex  International 

280  Stanhome 

616  Stanley  Work^ 

139  Staples 

74  State  Street  Boston 

532  Stepan 

1098  Sterling  Chemicals 

8  Stewart  &  Stevenson 

961  Stone  Container 

NR  Stop  &  Shop  Cos 

768  Storage  Technology 

493  Stratus  Computer 

698  Strawbridge 

49  Stride  Rite 

151  Summit  Health 


5-year  EPS 

price  1993  Current 

change  Recent    estimate  yield 

%  price            $  % 


-12.6 

29.4 

-3.8 

149.6 

123.3 

44.9 

216. 6t 
300.0 
57.5 
-75.2* 
1082.1 
-21.4 

NA 

17.3 

63.9 

30.0 

410.7 

207.9 


12 1/8 

28% 
191/4 
351/4 
331/2 
371/2 

38V4 
40 

311/2 

4 
331/2 
18% 

16% 
22 
34 
233/4 
203/4 
73/8 


0.92 
2.83 
1.47 
2.80 
2.87 
2.77 

1.10 
2.28 
3.80 
0.26 
1.72 
0.99 

1.30 
2.89 
3.06 
3.25 
1.68 
0.53 


2.6 
2.2 

3.1 
2.4 
3.0 
3.5 

0.0 
1.1 
2.5 
2.0 
0.6 
0.0 

0.0 
0.0 
0.0 
4.6 
1.6 
0.7 


Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1987  to  Nov.  18,  1992. 

conversion  to  stock  company.     *Four-year  price  change.     tThree-year  price  change. 

another  company.     NA:  Not  available,    def:  Deficit. 

Sources:  Forbes:  Media  General;  Institutional  Brokers  Estimate  System,  a  service  of  Lynch.  Jones  &  Ryan,  via  Lotus  One  Source. 


NR:  Not  ranked  because  of  merger,  spinoff,  reorganization,  new  issue  or 
tDoes  not  reflect  special  cash  dividend  paid  or  distribution  of  stock  in 
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5-year 

EPS 

I 

5 -year 

EPS 

price 

1993 

Current  H 

price 

1993 

Current 

change 

Recent 

estimate 

yield     ■ 

change 

Recent 

estimate 

yield 

Rank 

Company 

% 

price 

$ 

o/o         ■ 

Rank    Company 

% 

price 

$ 

% 

823 

Toro 

5.8 

16 

0,82 

3.0 

954    Varity 

-20.5 

18% 

2.07 

0.0 

353 

Tosco 

97.1 

17^4 

2.44 

3.5 

NR    Venture  Stores 

NA 

27y4 

3.01 

2.1 

190 

Toys  'R'  Us 

171.4 

38 

1,78 

0.0 

278    VF 

123.5 

54% 

3.88 

2.2 

979 

Trans  World  Music 

-25.0 

12% 

1,88 

0.0 

73    Viacom 

308.3 

37 

1.10 

0.0 

611 

Transamerica 

46.0 

43% 

4,31 

4.6 

110    Vicorp  Restaurants 

238.8 

20% 

2.20 

0.0 

1046 

Transco  Energy 

-46.6 

14% 

1.13 

4.0 

NR    Vigoro 

NA 

21 

2.30 

3.2 

1016 

Travelers 

-35.2 

22% 

1.97 

7.0 

1050    Village  Super  Market 

-48.1 

7 

NA 

0.0 

838 

Tredegar  Industries 

l,6t 

leVs 

1.79 

1.5 

173    Vishay  Intertech 

184.4 

32% 

2.26 

0.0 

781 

Tribune 

14,9 

47y8 

2,61 

2.0 

1000    VLSI  Tech 

-30.2 

7y2 

0.59 

0.0 

697 

Trinity  Industries 

30.3 

33y8 

2,63 

2,4 

1038    Volt  Info  Sciences 

-43.3 

9y2 

NA 

0.0 

1012 

Trinova 

-34.4 

2078 

1.65 

3,3 

889    Volvo 

-8.5 

43y4 

2.68 

5.2 

802 

TRW 

9.7 

52  V4 

4.25 

3.6 

119    VonsCos 

233.9 

24% 

2.07 

0.0 

1117 

Tucson  Electric 

-91.9 

4y8 

-0.74 

0.0 

642    Vulcan  Materials 

39.7 

45% 

3.01 

2.6 

37 

Turner  Broadcasting 

489.7 

213/8 

0.58 

0.2 

517    VWR 

60.0 

14 

0.98 

2.9 

1073 

Turner  Corp 

-55.8 

7y8 

NA 

0.0 

569    Waban 

51,0t 

i8y8 

1.66 

0.0 

921 

TW  Holdings 

-13. 9t 

3% 

-0.02 

0.0 

248    Wachovia 

135.5 

65% 

5.40 

3.0 

129 

20th  Century  Inds 

227.6 

28% 

2.17 

1.8 

489    Wackenhut 

64.7 

27% 

2.32 

2.6 

476 

Tyco  Laboratories 

67.6 

38y8 

2.45 

1.0 

57    Wal-Mart  Stores 

373.1 

6172 

2.11 

0,3 

107 

Tyco  Toys 

244.9 

1478 

1.72 

0.7 

188    Walgreen 

173.2 

42 

2.00 

1,4 

105 

Tyson  Foods 

245.6 

22y4 

1.32 

0.2 

655    Wallace  Computer  Svcs 

37.9 

26% 

1.99 

2.2 

480 

UAL 

66.1 

118% 

8.13 

0.0 

1127    Wang  Laboratories 

-96.2 

y2 

0.15 

0.0 

392 

UGI 

85.3 

23V8 

1.71 

5.5 

NR    Warnaco  Group 

NA 

34y2 

2.84 

0.0 

909 

UJB  Financial 

-11.8 

19% 

1.60 

3.1 

319    Warner-Lambert 

108.1 

7oy4 

5.26 

2,9 

NR 

Ultramar 

NA 

16% 

2.63 

6.6 

481    Washington  Gas  Light 

65.9 

37y8 

2.74 

5.8 

970 

UNC 

-22.8 

5y2 

0.70 

0.0 

115    Washington  Mutual 

235.8 

31% 

3.17 

1.8 

44 

Unifi 

448.2 

383/8 

2.40 

1.6 

865    Washington  National 

-3.7 

23 

2.01 

4.7 

419 

Unilever  NV 

80.3 

102% 

8.95 

2.2 

759    Washington  Post 

19.1 

222% 

13.99 

1,9 

895 

Union  Bank 

-9.7 

26% 

3.54 

5.2 

328    Waste  Management 

106,0 

38% 

2.07 

1,3 

739 

Union  Camp 

22.1 

44  y4 

2,87 

3.5 

1031    Waxman  Inds 

-40,0 

3% 

0,44 

2,1 

NR 

Union  Carbide 

NA 

14y2 

1.01 

5.2 

1086    Weirton  Steel 

-66. 3t 

3% 

0.29 

0,0 

494 

Union  Electric 

63.7 

36% 

2.93 

6.3 

997    Weis  Markets 

-28.9 

25y2 

1.90 

2,7 

306 

Union  Pacific 

112.0 

57y4 

4.06 

2.6 

462    Wellman 

69.9 

19% 

2.05 

0,6 

279 

Union  Texas  Petrol 

123.4 

17% 

1.50 

1.1 

449    Wells  Fargo 

72.1 

74 

8.18 

2.7 

1097 

Unisys 

-74.7 

8y2 

1.37 

0.0 

243    Wendy's  IntI 

140.0 

i3y2 

0.75 

1.8 

2 

United  Healthcare    ^ 

2788.9 

52% 

2.03 

0.0 

1058    Western  Digital 

-51.5 

778 

0.64 

0.0 

600 

United  Illuminating 

47.9 

39% 

3.53 

6.4 

540    Western  Publishing 

56.3 

18% 

1,26 

0.0 
6.2 

208 

US  Bancorp 

161.3 

24y2 

2.50 

3.1 

668    Western  Resources 

34.8 

30y2 

2,53 

3 

US  Healthcare    • 

1700.01: 

45 

2,17 

1.2 

1074    Westinghouse 

-56.3 

1078 

1.78 

6.6 

1092 

US  Home 

-70.8 

% 

0,50 

0.0 

1025    Westmoreland  Coal 

-37.8 

1172 

0.64 

2.8 

873 

US  Shoe 

-5.4 

13y8 

1,22 

4.0 

718    Westvaco 

26.6 

35% 

2.87 

3.1 

18 

US  Surgical 

733.1 

65% 

3,19 

0.5 

577    Weyerhaeuser 

50.5 

3878 

2.77 

3.1 

897 

United  Stationers 

-9.9 

16 

1.10 

2.5 

NR    Wheeling  Pittsburgh 

NA 

474 

NA 

0.0 

728 

United  Technologies 

25,1 

42% 

5.39 

4.2 

485    Whirlpool 

65.1 

4074 

3.42 

2.7 

NR 

Unitrin 

NA 

36% 

2.96 

3.3 

NR    Whitman 

NA 

14 

1.03 

1.9 

572 

Univar 

50.7 

13 

0.87 

2.3 

568    Wicor 

51.3 

26 

2.33 

5.8 

398 

Universal 

84,6t 

25V2 

2.38 

2.8 

506    Willamette  Inds 

61.5 

35% 

2.90 

2.4 

166 

Universal  Foods 

195.3 

34y8 

2.34 

2.6 

658    Willcox  &  Gibbs 

37,3 

11% 

0.98 

0.0 

162 

Universal  Health 

197,1 

13 

1.56 

0.0 

514    Williams  Cos 

60.4 

3772 

2.77 

4.1 

439 

Unocal 

75.2 

24% 

1.41 

2.8 

131    Winn-Dixie  Stores 

223.7 

71% 

3.05 

1.8 

48 

UNUM 

428.4 

48% 

3.68 

1.4 

933    Winnebago  Industries 

-16.7 

6% 

0.24 

0.0 

847 

Upjohn 

0.4 

30y8 

3,31 

4.9 

458    Wisconsin  Energy 

70.8 

25% 

1.98 

5.1 

632 

U  S  West 

42.3 

36% 

3,20 

5.8 

566    Wisconsin  Public  Svc 

51.5 

31% 

2.31 

5.5 

1076 

USAir  Group 

-60.0 

13y2 

0,07 

0.0 

660    Witco 

37.1 

45% 

3.76 

4.0 

1065 

USF&G 

-52.9 

13% 

0.28 

1.5 

495    WLR  Foods 

63.4* 

1974 

0.93 

1,7 

1112 

USG 

-88.9* 

% 

NA 

0.0 

385    Woolw/orth 

87.7 

32% 

2.83 

3.5 

971 

Usiico 

-23.3 

17y4 

2.14 

5.8 

325    Worthington  Inds 

107.8 

23% 

1.42 

2,1 

456 

USLife 

71..1 

32y2 

3.73 

3.7 

580    WPL  Holdings 

50.0 

32% 

2.42 

5,7 

52 

UST  Inc 

405.6 

34y8 

1.65 

2.3 

1114    WPP  Group 

-91.1 

1% 

0.43 

0,0 

NR 

USX-Marathon 

NA 

leys 

0.94 

4.2 

128    WmWrigleyJr 

227.7 

3774 

1.40 

1.8 

NR 

USX-US  Steel 

NA 

28% 

2.79 

3,5 

547    Wyle  Laboratories 

55.1 

19 

1.62 

1.5 

358 

UtiliCorp  United 

96.3 

27% 

2,01 

5,8 

1083    Wyman-Gordon 

-64.2 

4% 

0.40 

0.0 

70 

Valero  Energy 

315.0 

20% 

3.03 

2,1 

666    Xerox 

35.5 

76% 

6.68 

3.9 

1043 

Valhi 

-45.9 

5 

NA 

4,0 

827    Yellow  Freight  Sys 

4.9 

2974 

1.84 

3.2 

322 

Valley  National 

107.9 

55% 

4.12 

0.0 

NR    York  IntI 

NA 

3074 

2.63 

0.1 

99 

Valmont  Industries 

255.0 

17% 

1.26 

1.5 

1077    Zenith  Electronics 

-60.2 

578 

-0.18 

0.0 

179 

Valspar 

180.0 

35% 

1.80 

1.0 

733    Zenith  National  Ins 

22.8 

1674 

1.83 

6.0 

NR 

Value  City  Dept 

NA 

2iy4 

1.19 

0.0 

380    Zurn  Industries 

89.5 

3674 

2.67 

2.4 

522 

Varian  Associates 

59.5 

38% 

3.01 

0.9 

Note:  Except^s  indicated,  price 

changes  are  from  Dec.  31,  1987  to  Nov.  18,  19? 

)2.     NR:  Not  ranked  because  of  merger 

,  spinoff. 

reorganization,  new/  issue  or 

conversion  to  stock  company. 

*Four-year  price 

change. 

tlhree- 

year  price  char 

ige.     tDoes  not  reflect  special  cash  dividend  pa 

d  or  distribution  of  stock  in 

another  company.     NA:Notava 

lable.    def:  Deficit. 

Sources:  Forbes;  Media  General;  Institutiorial  Brokers  Estimate  System,  a  service  of  Lynch,  Jone 

s  &  Ryan,  via  Lotus  One  Source. 
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Who's  where  in  the 
industiy  groups 

Even  though  the  recession  officially  ended  last  year, 

the  five-year  performance  of  all  business  sectors  slipped  a  bit. 


By  Robert  Rosenstein 

For  the  third  year  in  a  row,  the  food,  drink  &  tobacco 
industr)'  had  the  highest  fi\'e-year  return  on  equit}'  of  any 
sector  in  our  industry'  rankings.  But  the  group's  18.7% 
profitability'  was  a  drop  from  20%  the  year  before — a 
pattern  followed  by  the  20  other  industn,'  groups. 

Only  three  sectors — health,  insurance  and  financial 
services — earned  a  higher  return  over  the  latest  1 2  months 


than  o\'er  the  five  years.  Tra\'el  shows  the  biggest  improve- 
ment in  12-month  profitability,  from  0.2%  to  5.1%. 

Although  latest  12-iTionth  sales  of  the  median  survey 
company  rose  3.4%,  compared  with  3.7%  a  year  earlier, 
corporate  America  did  a  far  better  job  turning  revenues 
into  profits.  Latest  12-month  earnings  for  the  median  firm 
rose  7.6%,  versus  a  decline  of  5.9%  a  year  earlier.  ■■ 


Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return 
on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

Industry 

average 

12  mos 

12  mos 

capital 

average 

12  mos 

average 

12  mos 

12  mos 

12  mos 

12  mos 

(number  of  companies) 

rank          % 

°'o 

% 

% 

rank            % 

% 

rank            % 

% 

Smil 

Smil 

°0 

Food,  drink  &  tobacco  (63) 

1           18.7 

15.4 

11.4 

31.6 

9             8.9 

5.3 

1            12.5 

8.0 

1,952 

59 

3.7 

Food  processors  (44) 

18.7 

15.2 

11.4 

28.1 

8.2 

4.1 

12.1 

7.0 

1,379 

42 

3.5 

Beverages  (9) 

18.0 

12.3 

9.4 

28.3 

10.3 

11.7 

12.3 

5.0 

4,796 

152 

6.2 

Tobacco  (10) 

20.0 

19.2 

12.5 

45.8 

12.2 

6.1 

16.7 

30.0 

2,173 

187 

3,9 

Consumer  nondurables  (53) 

2           17.2 

14.6 

11.9 

27.8 

5            10.7 

8.9 

12              NM 

10.5 

1,091 

43 

4.8 

Personal  products  (21) 

17.6 

17.2 

12.7 

21.2 

10.7 

5.7 

7,1 

9,6 

1,649 

60 

6.5 

Apparel  &  shoes  (18) 

15.9 

13.9 

11.5 

27.1 

14.6 

10.9 

NM 

14,0 

884 

25 

3.6 

Textiles  (7) 

8.7 

13.9 

10.5 

39.6 

6.7 

8.8 

NM 

-13.0 

1,104 

27 

3.6 

Photography  &  toys  (7) 

14.4 

14.1 

12.0 

28,1 

8.1 

20.4 

NM 

-16.1 

1,850 

128 

4.9 

Health  (61) 

3           16.2 

17.3 

13.6 

22.5 

4            11.8 

11.3 

2            11.2 

15.7 

1,686 

90 

7.0 

Drugs  (22) 

22.4 

21.0 

16.3 

11.7 

10.5 

11.8 

16.0 

12.1 

4,538 

431 

10.3 

Health  care  services  (21) 

15.5 

14.4 

10.5 

35.7 

12.1 

12.1 

-10.1 

30.1 

1,165 

44 

3.1 

Medical  supplies  (18) 

16.1 

18.7 

15.8 

19,3 

12.0 

9.4 

7.1 

23.8 

1.039 

96 

7.4 

Chemicals  (52) 

4           14.4 

14.3 

10.1 

30.9 

7             9.5 

2.8 

6            -9.7 

11.6 

1,383 

58 

5.0 

Diversified  (16) 

11.0 

6.3 

6.0 

29,9 

7.4 

-0.7 

NM 

18.0 

2,922 

52 

2.8 

Specialized  (36) 

17.7 

16.8 

11.9 

30.9 

9.8 

5.1 

8,0 

11,0 

1,042 

59 

6,2 

Retailing  (105) 

5           13.9 

12.4 

10.0 

29.1 

2            13.4 

9.6 

4            -6.5 

11.3 

1.102 

29 

2.1 

Department  stores  (9) 

10.9 

5.9 

6.0 

44.2 

5.7 

3.5 

NM 

3.3 

4,496 

219 

2.4 

Apparel  (17) 

17,7 

13.6 

10.4 

23,6 

13.6 

11.5 

8.6 

10.7 

1,398 

31 

3.1 

Consumer  electronics  (9) 

15.7 

8.8 

8.6 

15.0 

36,0 

23.6 

NM 

3,2 

990 

10 

1.0 

Drug  &  discount  (30) 

13.9 

14.2 

10.3 

35,9 

11,4 

7.7 

-6.5 

13.0 

1,676 

30 

1.8 

Home  improvement  (5) 

8.4 

4.4 

4,8 

27.7 

22,7 

17.7 

-16,8 

35.2 

3,157 

29 

0.8 

Home  shopping  (9) 

11.9 

18.0 

13.4 

47,7 

9,1 

3.4 

NM 

2.0 

1,010 

33 

3.5 

Specialty  retailers  (26) 

13.7 

13.0 

10.9 

19,4 

17.4 

13.0 

10,1 

9.6 

769 

17 

2.3 

Food  distribution  (52) 

6           12.8 

11.0 

9.1 

39.2 

13             7.9 

1.7 

9          -12.2 

-3.0 

1,409 

15 

1.0 

Supermarkets  &  convenience  (32) 

12.6 

10.5 

7.8 

48.5 

6.2 

0.5 

NM 

-26.5 

1,801 

9 

0.8 

Food  wholesalers  (7) 

11.3 

10.6 

9.3 

32.9 

7.5 

4.0 

NM 

5.5 

2,431 

19 

0,8 

Restaurant  chains  (13) 

16.0 

14.8 

11.8 

31.2 

11.7 

7.0 

10,1 

22.0 

1,042 

37 

4,6 

Business  services  &  supplies  (60) 

7           12.8 

9.9 

8.9 

33.3 

11             8.1 

4.9 

7          -10.7 

6.3 

788 

20 

2.7 

Business  services  (22) 

14.5 

12.1 

9.6 

33.3 

9,0 

8.2 

6.0 

9,5 

788 

16 

2.3 

Business  supplies  (24) 

10.8 

9.7 

9.9 

18.7 

6.6 

3.2 

-13.0 

1.7 

692 

23 

3.0 

Industrial  services  (7) 

12.0 

0.4 

1.5 

42.9 

12.5 

5.0 

NM 

-22.1 

987 

0 

0.1 

Environmental  &  waste  (7) 

10.2 

4.6 

4.5 

42,4 

15.5 

5.1 

NM 

-64,3 

755 

11 

1,7 

Forest  products  &  packaging  (29) 

8           12.3 

6.3 

5.1 

37.1 

12             7.9 

1.7 

12              NM 

2.7 

2,061 

59 

3.0 

Paper&  lumber  (18) 

12.1 

4.0 

3.9 

37.6 

7.0 

1.3 

NM 

-17.7 

2,190 

55 

1,9 

Packaging  (11) 

14.2 

9.4 

7.9 

35.7 

10.8 

3.2 

-11.7 

13.0 

1,800 

59 

4.4 

D-D:  Deficit  to  deficit.     D-P:  I 

Deficit  to  profit. 

P-D;  Pro 

fit  to  deficit,    def 

Deficit.     NM:  Not 

meaning 

ful.     For  further  ex 

planation, 

see  page 

95. 

^ 
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"The  masazine  for  people 
who  don't  watch  Donahue** 


Like  love  and  electricity,  SMITHSONIAN  maga- 
zine is  impossible  to  explain  completely. 

But  we  know  you  don't  invest  your  money— or 
your  time— blindly  So  we'll  try  to  give  you  some 
indication  about  what  SMITHSONIAN  is  all  about. 
And  the  rewards  you'll  enjoy  as  a  reader 

Our  editor  describes  SMITHSONIAN  as  "the 
magazine  for  people  who  don't  watch  Donahue." 
It's  also  the  magazine  that  never  had  Demi  Moore 
on  its  cover— pregnant  or  otherwise.  Never  had 
a  kind  word— or  an  unkind  one— for  any  sitting 
(or  running)  President.  Never  told  readers  which 
Scotch  to  drink.  Or  what's  in  or  out  of  fashion. 

Our  minds— and  our  pages— are  on  more  impor- 
tant matters.  Like  what's  been  going  on  in  the  world 
these  past  few  hundred  million  years.  What's  worth 
knowing  more  about  in  today's  universe— people 
and  places,  plants  and  animals,  arts  and  sciences. 
And  what's  ahead  for  us  and  future  generations. 

That's  a  lot  of  coverage.  But  as  you'll  see, 
SMITHSONIAN  is  a  lot  of  magazine.  Spanning  the 
centuries.  Exploring  the  universe.  Bringing  you 
new  and  useful  information  that  will  add  to  your 
knowledge,  expand  your  horizons. 

In  a  typical  issue,  we  may  take  you  on  a  dig  at  the 
site  of  ancient  Tl-oy... recall  the  scandals  of  Andrew 
Jackson's  administration,  which  make  recent  politi- 
cal peccadilloes  seem  trivial... let  you  know  why 
dogs  bark  and  crows  come  home  to  roost 

We'll  show  you  an  elephant  who  turns  out 
abstract  paintings  collectors  are  scrambling  for., 
preview  hi-tech  video  that's  about  to  explore  other 
planets... follow  the  satellite  that  may  have  spotted 
the  Garden  of  Eden... introduce  you  to  the  one 
prolific  author  who  wrote  over  125  different 
seriesi-including  Tbm  Swift,  The  Bobbsey  Tlvins, 
Nancy  Drew  and  The  Hardy  Boys. 

In  all,  you'll  get  over  2,000  pages  of  lively  reading 
and  beautiful  photographs  in  a  year's  subscription 
to  SMITHSONIAN.  12  unpredictable,  enlightening 
and  eye-opening  issues  for  only  $22.  That's  $14 
under  newsstand  costs!  And  it  includes  member- 
ship in  the  Smithsonian  National  Associates. 

This  is  a  no-risk  investment  I  Because  if  you're 
not  satisfied  with  SMITHSONIAN  at  any  time,  just 
let  us  know  and  we'll  send  you  a  full  and  prompt 


refund  for  the  value  of  unmailed  issues. 

So  turn  off  the  tube.  Pull  up  a  chair  Pour  your- 
self a  snifter  of  brandy  And  get  ready  to  enjoy 
your  first  issue  of  SMITHSONIAN. 

We  don't  know  where  it  will  take  you.  Maybe 
to  Motown.  Maybe  to  Mars.  Wherever  it  is,  you'll 
enjoy  the  sights  and  profit  fi-om  the  experience. 

Use  coupon  below  to  stari;  SMITHSONIAN 
coming  your  way  For  faster  service.  Call  ToU-Free 
1-800-847-9955  any  business  day 

SMITHSONIAN  INSTITUTION- 
Dept.  48,  Membership-Circulation 
420  Lexington  Avenue,  Suite  1945 
New  York,  NY  10170-0084 


Subscription /Membership  Form 

YES,  please  enroll  me  as  a  member  in  the  Smithsonian  Asso- 
ciates and  start  my  year's  subscription  to  SMITHSONIAN 
magazine  (12  monthly  issues)  for  only  $22.  Send  my  per- 
sonal membership  card  along  with  a  list  of  membership  ben- 
efits and  privileges.  I  must  be  satisfied  with  SMITHSONIAN 
or  I  may  cancel  at  any  time  and  receive  a  full  refund  for  the 
value  of  unmailed  copies. 

D  Check  for  $22  enclosed      D  Bill  me 


NAME 


{please  print) 


ADDRESS . 


APT#. 


CITY. 


STATE 


ZIP. 


Outside  U.S.:  $35  (payment  with  order  in  U.S.  funds,  please).  80%  of  dues  is 
allocated  for  magazine  subscription.  Look  for  your  first  issue  in  4-6  weeks. 

MEMBER  BENEFITS  INCLUDE... 

•  12  issues  of  SMITHSONIAN  V^viih^^^ 

•  Domestic  and  foreign  travel 
opportunities 

•  Discounts  on  Smithsonian 
related  books,  gifts,  etc. 

•  Discounts  at  the  Associates ' 
dining  room  in  Washington,  D.C. 

•  Free  admission  to  the 
Cooper-Hewitt  Museum 
in  N.Y.C. 

Mail  To:  SMITHSONIAN  INSTITUTION- 
Dept.  48,  Membership-Circulation 
420  Lexington  Avenue,  Suite  1945 
New  York,  NY  10170-0084 
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WHO'S  WHERE  IN  THE  INDUSTRY  GROUPS 


Net 

Profit 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return 
on 

capital 

5-year 

latest 

latest 

Debt/ 

5-year 

latest 

5-year 

latest 

latest 

latest 

latest 

Industry  . 

average 

12mos 

12mos 

capital 

average 

12mos 

average 

12mos 

12mos 

12mos 

12mos 

(number  of  confipanies) 

rank          % 

% 

% 

% 

rank           % 

% 

rank           % 

% 

Smil 

$mil 

% 

Entertainment  &  Information  (47) 

9           12.3 

10.1 

8.7 

27.8 

10              8.1 

5.5 

12              NM 

12.1 

1,360 

38 

4.8 

Broadcasting  &  cable  (10) 

def 

0.9 

8.1 

78.7 

15.4 

7.0 

NM 

5.3 

1,229 

39 

3.5 

Movies  (6) 

4.6 

6,1 

7.3 

40,7 

16.4 

7.5 

NM 

44.5 

2,669 

52 

2.2 

Publishing  (26) 

12.3 

11.2 

8.8 

22.7 

4.6 

2.3 

NM 

14,5 

1,357 

33 

5,6 

Advertising  (5) 

18.6 

17.1 

15,3 

23.8 

12.8 

12.9 

13,4 

4,7 

1,360 

41 

3,6 

Electric  utilities  (78) 

10           12.2 

10.7 

6.6 

41.2 

20              3.9 

1.7 

8          -11.3 

-7.7 

1,545 

130 

9.0 

Northeast  (23) 

11.2 

10.8 

6,6 

41.5 

5.2 

4.5 

-3,6 

-0.5 

1,649 

185 

8,7 

North  central  (25) 

13.0 

10.1 

6.3 

40.5 

2.2 

-0.6 

NM 

-10.3 

1,192 

89 

9,1 

Southeast  (10) 

13.0 

11.0 

6,8 

35.9 

2.9 

1.8 

-0,5 

-11.1 

2,416 

266 

11.3 

South  central  (8) 

9.0 

10.3 

6,5 

43,7 

3.8 

2.7 

NM 

-6.0 

2,486 

234 

9,9 

Western  (12) 

10.4 

7.2 

5,8 

41,8 

5.1 

4.5 

NM 

-11.1 

1,336 

112 

6,3 

Computers  &  communications  (94) 

11           12.2 

11.0 

8.3 

25.8 

1            13.7 

6.5 

10          -17.1 

7.6 

1,288 

56 

4.2 

Major  systems  (23) 

6.5 

3.6 

3,9 

12.1 

14.2 

6.3 

NM 

-19,9 

1,778 

25 

2,3 

Peripherals  &  equipment  (38) 

9.7 

11.3 

10,2 

27,0 

13.9 

11.7 

-19,3 

16,7 

895 

25 

3,0 

Software  (10) 

20.0 

17.0 

12,5 

10,0 

22.9 

18.6 

21,4 

31,2 

882 

63 

6,8 

Telecommunications  (23) 

13.5 

12.5 

8,0 

35,4 

5.1 

3.6 

-1.3 

5,1 

8,175 

407 

8,5 

Insurance  (70) 

12           11.4 

12.5 

11.1 

17.5 

16             6.3 

4.2 

3             3.6 

9.9 

1,700 

92 

6.0 

Diversified  (18) 

9.3 

10.5 

9,1 

17,3 

5,8 

2.9 

1,9 

6.2 

4,398 

173 

4.0 

Life  &  health  (23) 

10.6 

12.8 

9,9 

21,2 

7.0 

4.1 

-9.2 

16.4 

1,361 

72 

7.1 

Property  &  casualty  (26) 

14.9 

12.6 

11,7 

17,0 

6.4 

6.1 

6.6 

1.4 

1,700 

85 

6.1 

Brokerage  (3) 

25.8 

23.1 

22,2 

22,2 

8,8 

4,2 

3,6 

1.9 

1,368 

38 

6,7 

Aerospace  &  defense  (38) 

13           11.3 

11.1 

8.9 

31.2 

19              4.1 

-0.1 

12              NM 

11.0 

1,952 

54 

3.0 

Financial  services  (102) 

14           10.8 

13.7 

10.6 

28.6 

8              9.5 

-6.0 

11          -22.7 

17.5 

1,608 

136 

9.0 

Multinational  banks  (10) 

5.4 

13.7 

9,7 

46,3 

6.3 

-6.8 

NM 

11,8 

8,491 

336 

7,2 

Regional  banks  (55) 

12.3 

13.7 

11,8 

20,2 

11.2 

-6,4 

-17,2 

17,5 

1,440 

124 

10.1 

Thrift  institutions  (15) 

def 

8.2 

6.9 

23.4 

-4.5 

-14,7 

■     NM 

27,6 

830 

27 

4,4 

Brokerage  &  commodity  (9) 

13.8 

22.4 

14.8 

44.1 

8.2 

11,1 

10,4 

49,6 

2,684 

219 

6,8 

Lease  &  finance  (13) 

16.2 

13.8 

6.5 

68,4 

15.0 

4.7 

15,8 

11.8 

2,873 

163 

8.9 

Capital  goods  (60) 

15           10.7 

10.0 

8.8 

30.4 

6             9.5 

0.5 

5            -7.2 

4.6 

1,123 

30 

3.1 

Electrical  equipment  (15) 

17.1 

12.3 

9.7 

42.1 

8.1 

2.5 

7,8 

6.7 

1,074 

57 

4,0 

Heavy  equipment  (14) 

7.9 

7.1 

7.0 

45,6 

9.4 

-2.7 

NM 

-4.2 

1,379 

26 

1.6 

Other  industrial  equipment  (30) 

10.2 

10.2 

8.7 

28.7 

10.0 

0.5 

-6,0 

3.4 

958 

28 

3,1 

Metals  (36) 

16           10.5 

2.8 

3.1 

30.8 

15             6.6 

-2.3 

12              NM 

-39.7 

1,007 

9 

1.0 

Steel(21) 

9.5 

2.7 

2,7 

30.0 

2.3 

-0,6 

NM 

-37,6 

767 

4 

0,9 

Nonferrous  metals  (15) 

11.3 

2.8 

3,4 

31.3 

10,2 

-2,7 

NM 

-81.8 

2,162 

13 

1,2 

Energy  (78) 

17            9.6 

6.9 

5.7 

38.4 

17             6.0 

-3.8 

12              NM 

-24.4 

1,618 

49 

2.8 

International  oils  (6) 

12.1 

6.7 

5.6 

20,7 

7,6 

-5,1 

NM 

-43,8 

46,802 

1,071 

2.8 

Other  energy  (31) 

7.0 

2.8 

3,6 

40.8 

7.5 

-8.6 

NM 

-76,8 

2,039 

12 

0.6 

Oilfield  services  (6) 

8.4 

1.1 

2,5 

18.3 

6.5 

-4.4 

NM 

-78,5 

3,310 

9 

1,2 

Gas  producers  &  pipeliners  (10) 

8.1 

8.9 

6.8 

48.6 

8.6 

0.8 

1,0 

9,6 

1,860 

100 

3,8 

Gas  distributors  (15) 

11.4 

10.4 

7,4 

38,6 

-1.1 

5.5 

NM 

7,3 

1,064 

52 

4,4 

Integrated  gas  (10) 

7.3 

9.5 

6.4 

41.2 

4.2 

-2.4 

NM 

-7,5 

1,704 

45 

4,9 

Travel  (19) 

18           8.0 

5.1 

5.7 

56.1 

3            12.5 

4.4 

12              NM 

-20.2 

1,316 

17 

1.1 

Airlines  (8) 

def 

def 

def 

57,4 

15.2 

6.1 

NM 

D-D 

6,161 

-186 

def 

Hotels  &  gaming  (11) 

18.3 

11.1 

7.9 

40.1 

8.3 

4.4 

-17.8 

20.9 

1,106 

65 

4.3 

Consumer  durables  (68) 

19            7.8 

7.3 

6.7 

31.3 

18             5.5 

6.7 

12              NM 

41.0 

1,299 

31 

2.2 

Automobiles  &  trucks  (8) 

5.9 

3.4 

3.7 

52.5 

3.7 

8,7 

NM 

76,8 

34,077 

187 

0.8 

Automotive  parts  (28) 

7.9 

9.9 

7.8 

31.1 

6.5 

6.2 

NM 

62.5 

1,154 

31 

2.6 

Appliances  (11) 

5.2 

4,2 

5.6 

48.4 

10.2 

3.8 

NM 

13,8 

1,258 

50 

1.1      ■ 

Home  furnishings  (14) 

11.5 

9.4 

8.4 

22.9 

7.7 

6.6 

-16,4 

23,4 

1,181 

25 

3.6 

Recreation  equipment  (7) 

4.5 

3,2 

3.3 

16.6 

-7.3 

15.0 

NM 

40,8 

1,031 

16 

1.3 

Transport  (24) 

20            7.5 

3.7 

4.8 

38.4 

14             7.0 

2.1 

12              NM 

-53.9 

1,735 

19 

1.6 

Railroads  (9) 

6.5 

2.3 

4.4 

38.5 

2.3 

2.1 

NM 

-33.3 

3,335 

60 

1.7 

Trucking  &  shipping  (10) 

7.6 

7.9 

6.3 

38.0 

9.0 

1.7 

-26,2 

-6.6 

827 

36 

2.8 

Air  freight  (5) 

11.6 

1.1 

2,4 

25,1 

21.0 

4.7 

13,6 

-86,6 

1,451 

4 

0.4 

Construction  (43) 

21            6.4 

2.4 

3.7 

39.8 

2V            3.8 

3.4 

12              NM 

-6.8 

602 

4 

0.5 

Commercial  builders  (13) 

7.4 

3.1 

3,7 

28,3 

7.8 

4.3 

NM 

-7.9 

1,060 

6 

0.6 

Residential  builders  (8) 

9.5 

8.5 

6.3 

33,7 

-9.0 

14.6 

NM 

78.3 

831 

24 

2.2 

Cement  &  gypsum  (9) 

6.0 

def 

0.4 

39,8 

5,1 

-4.8 

NM 

D-D 

505 

0 

def 

Other  materials  (13) 

3.1 

def 

2.0 

51,1 

2.7 

1.9 

NM 

P-D 

518 

-2 

def 
3.0 

All-industry  medians 

12.2 

10.7 

8.8 

31.2 

8.1 

3.4 

-22.7 

7.6 

1,383 

43 

D-D:  Deficit  to  deficit.     D-P: 

Deficit  to  profit. 

P-D:  Pro 

fit  to  defi 

cit.    def 

Deficit.     HM:  Not 

meaning 

ful.     For  further  explanation, 

see  page 

95. 
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When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 

You  pick  one  that's  based  on  the  simple  design  premise  that  all  calls  can  get  through! 

But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 

the  $2 18-million  Dartmouth  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 

21st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 

voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 

And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 

The  answer  was  Fujitsu,  a  $25-billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 

To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


LrJ 


The  F9600  Digital  Telephone  from  Fu|itsu,  a  $25-billion 
global  telecommunications  leader  serving  over  100  countries. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


WHO'S  WHERE  IH  THIS  ISSUE 


This  table  ranks  the  1,249  industry  survey  companies  on  five-year  earnings  growth, 
five-year  stock  market  performance  and  five-year  return  on  equity.  The  last  column 
lists  the  page  of  each  firm's  industry  report. 


RANK 

Earnings 

Stock 

Earnings 

Stock 

1 

Company 

growth 

market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page       1 

AAR  Corp 

516 

1026 

696 

98 

American  Stores 

276 

503 

441 

152 

Abbott  Laboratories 

185 

210 

33 

162 

American  Tel  8t  Tel 

NM 

446 

647 

114 

Acme  Metals 

NM 

903 

893 

170 

American  Water  Works 

446 

558 

697 

134 

Adia  Services 

NM 

856 

646 

98 

Ameritech 

447 

553 

389 

114 

Advanced  Micro 

NM 

482 

902 

114 

Ameron 

485 

804 

781 

120 

ADVO 

32 

74 

249 

142 

Ames  Dept  Stores 

NM 

1130 

1138 

172 

Aetna  Life  &  Cas 

520 

868 

737 

166 

Ametek 

466 

791 

221 

102 

Affiliated  Pubs 

NM 

887 

884 

142 

Amgen 

** 

** 

** 

162 

Aflac 

401 

313 

295 

166 

Amoco 

336 

608 

573 

138 

HF  Ahmanson 

513 

883 

700 

146 

AMP 

356 

755 

272 

114 

Air  &  Water  Tech 

NM 

1009 

1096 

98 

Amphenol 

NM 

** 

1097 

102 

Air  Express  IntI 

113 

46 

82 

176 

AMR 

NM 

436 

952 

178 

Air  Prods  &  Chems 

337 

271 

366 

106 

Amsco  International 

77 

** 

** 

162 

Airborne  Freight 

147 

239 

596 

176 

AmSouth  Bancorp 

NM 

349 

479 

146 

Akzo 

502 

** 

583 

106 

Anacomp 

NM 

1017 
793 

1105 

98 

Alaska  Air  Group 

600 

742 

864 

178 

Analog  Devices 

576 

941 

114 

Albany  International 

563 

829 

522 

160 

Anchor  Bancorp 

NM 

396 

1057 

146 

Alberto-Culver 

263 

282 

301 

130 

Andrew 

46 

117 

658 

102 

Albertson's 

125 

94 

119 

152 

Angelica 

373 

816 

509 

162 

Alcan  Aluminium 

NM 

925 

649 

170 

Anheuser-Busch  Cos 

239 

442 

136 

156 

AIco  Standard 

NM 

444 

333 

98 

AnnTaylor  Stores 

** 

** 

** 

172 

Alex  Brown 

NM 

300 

461 

146 

Anthem  Electronics 

22 

90 

223 

114 

Alexander  &  Alexander 

NM 

601 

707 

166 

Aon 

427 

297 

340 

166 

Alexander  &  Baldwin 

NM 

825 

160 

176 

Apogee  Enterprises 

NM 

763 

430 

120 

Alleghany 

414 

400 

682 

166 

Apple  Computer 

249 

657 

63 

114 
162 

Allegheny  Ludlum 

NM 

412 

39 

170 

Applied  BioScience 

** 

** 

** 

Allegheny  Power 

476 

721 

536 

134 

Applied  Biosystems 

** 

** 

** 

162 

Allen  Group 

NM 

102 

892 

124 

Applied  Magnetics 

NM 

1037 

1072 

114 

Allergan 

** 

647 

974 

162 

Applied  Materials 

514 

96 

481 

114 

Alliant  Techsystems 

** 

** 

** 

96 

Applied  Power 

NM 

440 

914 

102 

Allied  Products 

NM 

1111 

1106 

102 

Arbor  Drugs 

117 

53 

239 

172 

AlliedSignal 

NM 

350 

821 

96, 124 

Archer  Daniels 

255 

250 

447 

156 

Alltel 

246 

231 

259 

114 

Arden  Group 

NM 

863 

155 

152 

Alcoa 

573 

644 

728 

170 

Argonaut  Group 

132 

180 

141 

166 

ALZA 

** 

** 

** 

162 

Arkia 

NM 

1049 

948 

138 

AM  International 

NM 

1118 

1125 

98 

Armco 

NM 

1055 

1078 

170 

AMAX 

615 

930 

326 

170 

Armstrong  World  Inds 

569 

935 

625 

124 

AMC  Entertainment 

NM 

826 

1085 

142 

Arrow  Electronics 

NM 

82 

950 

114 

Amdahl 

63 

1067 

543 

114 

Arvin  Industries 

597 

627 

906 

124 

Amerada  Hess 
America  West  Airlines 

NM 

395 

582 

138 

Asarco 

625 

941 

588 

170 

NM 

1116 

1144 

178 

Ashland  Oil 

NM 

932 

839 

138 

American  Bankers 

84 

276 

494 

166 

ASK  Computer  Systems 

NM 

298 

1079 

114 

American  Brands 

190 

390 

166 

156 

AST  Research 

NM 

51 

142 

114 

American  Building 

187 

368 

514 

98 

Atari 

NM 

1108 

960 

114 

Amer  Business  Prods 

335 

196 

423 

98 

Guy  F  Atkinson 

NM 

1036 

1073 

120 

American  Cyanamid 

324 

689 

406 

162 

Atlanta  Gas  Light 

NM 

510 

654 

138 

American  Electric 

NM 

765 

510 

134 

Atlantic  Energy 

NM 

607 

534 

134 

American  Express 

540 

857 

462 

146 

Atlantic  Richfield 

NM 

533 

165 

138 

American  General 

459 

501 

620 

166 

Automatic  Data 

215 

270 

162 

98 

American  Greetings 

214 

124 

564 

142 

AutoZone 

2 

** 

57 

172 

American  Home  Prods 

309 

378 

2 

162 

Avery  Dennison 

NM 

705 

799 

98 

American  IntI  Group 

261 

252 

263 

166 

Avnet 

238 

685 

828 

114 

American  Maize 

NM 

414 

894 

156 

Avon  Products 

NM 

268 

135 

130 

American  Medical 

NM 

** 

938 

162 

Avondale  Industries 

NM 

1113 

1107 

96 

American  Natl  Ins 

NM 

465 

811 

166 

Aztar 

NM 

769 

921 

178 

American  Oil  &  Gas 

NM 

376 

1103 

138 

J  Baker 

NM 

170 

327 

172 

American  President 

NM 

687 

930 

176 

Baker  Hughes 

34 

590 

771 

138 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Prof 

itability:  5-year  return  on  equity. 

NM:  Not  meaningful.    " 
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Stock 

Stock 

Company       .             v 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Ball  Corp 

NM 

871 

644 

160 

Brown  Group 

534 

975 

825 

172 

Bally  Manufacturing 

NM 

1068 

1100 

178 

Browning-Ferris  Inds 

546 

913 

643 

98 

Baltimore  G&E 

535 

780 

669 

134 

Bruno's 

346 

811 

302 

152 

Banc  One 

253 

197 

284 

146 

Brunswick 

NM 

844 

910 

124 

Bancorp  Hawaii 
Bandag 

221 

258 

243 

146 

Burlington  Coat 

369 

149 

538 

172 

232 

264 

22 

124 

Burlington  Industries 

NM 

** 

1146 

130 

Bank  of  Boston 

NM 

842 

1046 

146 

Burlington  Northern 

NM 

470 

878 

176 

Bank  of  New  York 

574 

383 

831 

146 

Burlington  Resources 

55 

730 

769 

138 

BankAmerica 

165 

33 

397 

146 

Butler  Manufacturing 

NM 

953 

995 

120 

Bankers  Trust  NY 
Banta 

NM 

327 

478 

146 

Buttrey  Food  &  Drug 

** 

** 

** 

152               ; 

NM 

195 

518 

142 

BWIP  Holdings 

1 

♦* 

** 

102 

CR  Bard 

NM 

372 

267 

162 

Cablevision  Systems 

NM 

764 

1146 

142 

Barnes  Group 

NM 

878 

584 

124 

Cabot 

143 

654 

567 

106 

Barnett  Banks 

566 

584 

704 

146 

Caesars  World 

363 

418 

147 

178 

Baroid 

Bassett  Furniture  Ind 

NM 

** 

958 

138 

Caldor 

** 

** 

** 

1081 

172 
146 

529 

537 

867 

124 

CalFed 

NM 

1122 

Bausch  &  Lomb 

389 

125 

384 

162 

Calgene 

** 

** 

** 

162 

Baxter  international 

425 

555 

738 

162 

CalMat 

NM 

927 

556 

120 

BayBanks 

623 

859 

954 

146 

Cambridge  Biotech 

** 

** 

** 

162 

Bear  Stearns  Cos 
Bearings 

316 

253 

228 

146 

Campbell  Soup 

NM 
198 

155 
706 

317 
454 

156 
142 

NM 

710 

898 

102 

Capital  Cities/ABC 

Beckman  Instruments 

471 

682 

493 

162 

Capital  Holding 

NM 

237 

319 

166 

Becton  Dickinson 

370 

557 

341 

162 

Cardinal  Distribution 

157 

42 

399 

162 

Bell  Atlantic 

452 

625 

465 

114 

Carl  Karcher 

NM 

679 

342 

152 

Bell  Industries 

617 

951 

957 
529 

114 

Carlisle  Cos 

NM 

551 

862 

120 

BellSouth 

469 

686 

114 

Carnival  Cruise  Lines 

NM 

209 

148 

178 

AH  Belo 

NM 

438 

768 

142 

Carolina  Freight 

635 

1003 

964 

176 

Bemis 

170 

262 

265 

160 

Carolina  Power  &  Lt 

NM 

542 

559 

134 

Beneficial  Corp 

435 

448 

369 

146 

Carpenter  Technology 

111 

828 

760 

170 

Bergen  Brunswig 

155 

337 

375 

162 

Carter  Hawley  Hale 

NM 

955 

1146 

172 

WR  Berkley 

NM 

171 

356 

166 

Carter-Wallace 

357 

175 

409 

130 

Berkshire  Hathaway 

287 

112 

693 

166 

Casey's  General  Store 

419 

672 

528 

152 

Best  Buy  Co 

NM 

80 

741 

172 

AM  Castle  &  Co 

NM 

669 

788 

170      . 

Bethlehem  Steel 

NM 

952 

1111 

170 

Caterpillar 

NM 

923 

936 

102 

Betz  Laboratories 
Beverly  Enterprises 

179 
NM 

186 

134 

106 

CBI  Industries 

25 

266 

810 

120 
142 

472 

1039 

162 

CBS 

NM 

748 

385 

BigB 

NM 

678 

868 

172 

CDI 

NM 

613 

652 

98 

Bindley  Western  Inds 

93 

423 

535 

162 

Centel 

NM 

304 

248 

114 

Biogen 

** 

** 

** 

162 

Centerior  Energy 

NM 

774 

809 

134 

Birmingham  Steel 

NM 

247 

-  436 

170 

Centex 

NM 

100 

708 

120 

Black  &  Decker 

NM 

840 

837 

124 

Centocor 

** 

** 

** 

162 

Blair 

254 

257 

71 

172 

Central  &  So  West 

NM 

371 

486 

134 

H&R  Block 

203 

226 

92 

146 

Central  Hudson  G&E 

473 

432 

689 

134 

Block  Drug 

281 

285 

392 

130 

Central  Maine  Power 

458 

593 

603 

134 

Blockbuster 

7 

5 

44 

172 

Central  Newspapers 

NM 

846 

554 
686 

142 
170 

Blount 

NM 

919 

796 

120 

Central  Steel  &  Wire 

NM 

714 

Boatmen's  Bancshs 

353 

508 

601 

146 

Ceridian  Corp 

** 

991 

** 

98 

Bob  Evans  Farms 

323 

408 

359 

152 

Champion  Intl 

NM 

945 

833 

160 

Boeing 

98 

312 

254 

96 

Charming  Shoppes 

434 

161 

276 

172 

Boise  Cascade 
Borden 

NM 

1064 

882 

160 

Chase  Manhattan 

NM 

770 

1000 

146 

381 

808 

432 

155 

Chemed 

NM 

962 

195 

98 

Borland  Intl  c 

NM 

218 

1110 

114 

Chemical  Banking 

NM 

473 

984 

146 

Boston  Edison 

503 

623 

816 

134 

Chesapeake 

NM 

719 

685 

160 

Bowater 

NM 

979 

630 

160 

Chevron 

NM 

445 

740 

138 

Brills  &  Stratton 

NM 

409 

568 

102 

Chicago  &  N  Western 

** 

** 

** 

176 
156 

Brinker  Intl 

74 

28 

270 

152 

Chiquita  Brands  Intl 

168 

797 

308 

Bristol-Myers  Squibb 

151 

486 

64 

162 

Chiron 

** 

** 

** 

162 

British  Petroleum 

** 

966 

** 

138 

Chrysler 

NM 

725 

965 

124 

Broad 

NM 

310 

857 

166 

Chubb 

250 

150 

271 

166 

Broken  Hill 

244 

554 

172 

138 

Church  &  Dwight 

204 

213 

289 

130 

Brooke  Group 

NM 

1070 

1140 

156 

Cigna 

509 

729 

757 

166 

Brooklyn  Union  Gas 

483 

580 

650 

138 

CILcorp 

NM 

694 

555 

134 

Brown-Forman 

269 

235 

146 

156 

Cincinnati  Bell 

NM 

682 

480 

114 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price 

change.    Prof 

tability:  5-year  return  on  equity 

NM:  Not  meaningful.    **Not  ranked. 
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RANK 

RANK 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Cincinnati  Financial 

351 

58 

415 

166 

Crane 

226 

563 

255 

102 

Cincinnati  G&E 

397 

571 

354 

134 

Crawford  &  Co 

127 

92 

107 

166 

Cincinnati  Milacron 

NM 

950 

1099 

102 

Cray  Research 

NM 

1091 

238 

114 

Cipsco 

NM 

617 

590 

134 

Crestar  Financial       < 

559 

579 

729 

146 

Circle  K 

NM 

1131 

1132 

152 

Crompton  &  Knowles 

64 

24 

91 

106 

Circuit  City  Stores 

274 

60 

132 

172 

Crown  Central  Pet 

NM 

836 

855 

138 

Circus  Circus 

86 

55 

11 

178 

Crown  Cork  &  Seal 

295 

165 

455 

160 

Citicorp 

NM 

860 

1013 

146 

CRSS 

NM 

692 

944 

98 

Citizens  Utilities 

294 

428 

285 

114 

Crystal  Brands 

NM 

1101 

970 

130 

Clark  Equipment 

NM 

957 

990 

102 

CSX 

NM 

275 

859 

176 

Clorox 

NM 

507 

426 

130 

cue  International 

NM 

78 

1146 

172 

CMS  Energy 

NM 

696 

1053 

134 

Culbro 

637 

1072 

942 

156 

CNA  Financial 

387 

467 

449 

166 

Cummins  Engine 

NM 

575 

1091 

124 

Coachmen  Industries 

NM 

598 

1092 

124 

Curtice  Burns  Foods 

591 

817 

786 

156 

Coast  Savings  FinI 

NM 

1069 

1021 

146 

Cyprus  Minerals 

NM 

499 

681 

170 

Coastal  Corp 

293 

591 

665 

138 

Dairy  Mart 

NM 

872 

677 

152 

Coca-Cola 

175 

67 

17 

156 

Dana 

608 

723 

767 

124 

Coca-Cola  Bottling 

NM 

1008 

1019 

156 

Danaher 

NM 

201 

189 

124 

Coca-Cola  Enterprises 

NM 

926 

983 

156 

Dart  Group 

633 

905 

951 

172 

Colgate-Palmolive 

NM 

159 

279 

130 

Data  General 

NM 
328 

1059 

1063 

114 
172 

Collaborative  Research 

** 

** 

** 

162 

Dayton  Hudson 

183 

336 

Collagen 

** 

** 

•k* 

162 

Dean  Foods 

311 

454 

244 

156 

Coltec  Industries 

NM 

** 

1146 

96 

Deere  &  Co 

NM 

792 

772 

102 

Columbia  Gas  System 

NM 

1041 

1080 

138 

Delchamps 

NM 

841 

610 

152 

Columbia  Hospital 

** 

** 

** 

162 

Dell  Computer 

31 

45 

47 

114 

Comcast 

NM 

556 

1130 

142 

Delmarva  Power  &  Lt 

542 

713 

687 

134 

Comdisco 

NM 

896 

671 

98 

Delta  Air  Lines 

NM 

624 

1045 

178 

Comerica 

81 

245 

•  * 

146 

Delta  Woodside  Inds 

NM 

331 

207 

130 

Commerce  Bcshs 

258 

182 

474 

146 

Deluxe 

359 

397 

83 

98 

Commerce  Clearing 

512 

1029 
475 

246 

142 

Detroit  Edison 

NM 

238 

360 

134 

Commercial  Federal 

NM 

918 

146 

Dexter 

NM 

806 

773 

106 

Commercial  Intertech 

347 

639 

701 

102 

Diagnostic  Products 

** 

*• 

** 

162 

Commercial  Metals 

NM 

433 

719 

146 

Dial 

NM 

** 

*• 

130 

Commonwealth  Ed 

NM 

910 

926 

134 

Diamond  Shamrock 

65 

317 

407 

138 

Commonw^ealth  Energy 

553 

597 

759 

134 

Dibrell  Brothers 

104 

34 

110 

156 

Comsat 

NM 

463 

845 

114 

Diebold 

NM 

560 

751 

98 

Compaq  Computer 

128 

592 

70 

114 

Digital  Equipment 

NM 

1099 

1077 

114 

CompUSA 

** 

** 

1142 

172 

Dillard  Dept  Stores 

146 

41 

322 

172 

Computer  Associates 

13 

807 

192 

114 

Dime  Savings  Bank  FSB 

NM 

1089 

1114 

146 

Computer  Sciences 

223 

606 

433 

98 

Walt  Disney 

279 

189 

151 

142, 178 

Computervision 

** 

** 

** 

114 

Dixie  Yarns 

NM 

987 

1002 

130 

ConAgra 

231 

176 

181 

156 

Dole 

118 

580 

396 

156 

Conner  Peripherals 

21 

222 

32 

114 

Dollar  General 

48 

25 

558 

172 

Conseco 

11 

6 

5 

166 

Dominion  Bankshares 

603 

761 

870 

146 

Consolidated  Edison 

464 

585 

533 

134 

Dominion  Resources 

NM 

620 

500 

134 

Consol  Freightways 

NM 

1035 

1016 

176 

Donaldson 

139 

111 

345 

102 

Consol  Natural  Gas 

479 

720 

688 

138 

RR  Donnelley  &  Sons 

428 

388 

363 

142 

Consolidated  Papers 

NM 

633 

306 

160 

Douglas  &  Lomason 

NM 

370 

862 

124 

Consolidated  Rail 

NM 

154 

992 

176 

Dover 

256 

646 

229 

102 

Consolidated  Stores 

533 

106 

819 

172 

Dow  Chemical 

NM 

911 

168 

106 

Continental  Airlines 

NM 

1132 

1120 

178 

Dow  Jones 

578 

870 

416 

142 

Continental  Bank 

NM 

515 

1023 

146 

DPL 

NM 

406 

464 

134 

Continental  Corp 

NM 

992 

920 

166 

DQE 

376 

198 

597 

134 

Continental  Medical 

17 

203 

496 

162 

Dravo 

NM 

947 

1066 

120 

Cooper  Industries 

212 

459 

520 

102 

Dresser  Industries 

66 

663 

742 

138 

Cooper  Tire  &  Rubber 

80 

17 

179 

124 

Drug  Emporium 

NM 

989 

692 

172 

Adolph  Coors 

580 

766 

961 

156 

DSC  Communications 

NM 

113 

1062 

114 

CoreStates  Financial 

NM 

570 

411 

146 

El  du  Pont  de  Nemours 

NM 

518 

492 

106,  138 

Corning 

283 

132 

335 

114,  162 

Duke  Power 

415 

479 

463 

134 

Costco  Wholesale 

5 

13 

273 

172 

Dun  &  Bradstreet 

421 

832 

111 

142 

CPC  International 

262 

230 

99 

156 

Duracell  IntI 

NM 

** 

691 

130 

CPI 

119 

861 

125 

172 

DWG 

NM 

389 

1065 

130 

Cracker  Barrel  OCS 

45 

7 

235 

152 

Dynatech 

505 

831 

631 

114 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity. 

NM:  Not  meaningful.    **l 

^ot  ranked. 

m 

250 


Forbes  ■  Jaiuiar)'  4,  1993 


'-'"^M'^w^m^m  pAf^K^xs 

RANK    ^i^^" 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

E-Systems 

298 

610 

334 

96 

Fisher-Price 

** 

** 

** 

130 

Eagle  Food  Centers 

NM 

1082 

572 

152 

Fisher  Scientific 

** 

** 

** 

98 

Eagle-Picher  Inds 

NM 

1115 

1118 

102 

Fleet  FinI  Group 

590 

645 

824 

146 

Eastern  Enterprises 

329 

745 

703 

138 

Fleetwood  Enterprises 

NM 

290 

606 

124 

Eastman  Kodak 

NM 

937 

755 

130 

Fleming  Cos 

418 

803 

655 

152 

Eaton 

NM 

680 

468 

124 

Florida  Progress 

480 

596 

517 

134 

Echlin 

NM 

609 

787 

124 

Florida  Rock  Inds 

622 

783 

627 

120 

Ecolab 

NM 

520 

1068 

98 

Flowers  Industries 

NM 

821 

402 

156 

Edison  Bros  Stores 

252 

98 

217 

172 

Fluor 

8 

140 

320 

120 

AG  Edwards 

205 

136 

213 

146 

FMC 

191 

677 

1146 

106 

EG&G 

299 

741 

158 

102 

Food  Lion 

89 

854 

58 

152 

Egghead 

NM 

884 

885 

172 

Foodarama  Supermkts 

NM 

999 

935 

152 

El  Paso  Electric 

NM 

1110 

1123 

134 

Foodmaker 

** 

** 

** 

152 

Eljer  Industries 

NM 

1047 

** 

120 

Ford  Motor 

NM 

834 

823 

124 

Emerson  Electric 

364 

603 

193 

102 

Foremost  Corp  of  Amer 

564 

1007 

865 

166 

Emerson  Radio 

NM 

894 

1128 

124 

Forest  City  Enterprises 

NM 

1033 

987 

120 

Engelhard 

391 

193 

843 

170 

Foster  Wheeler 

69 

293 

827 

120 

Enron 

99 

227 

672 

138 

Foundation  Health 

NM 

** 

1146 

162 

Enserch 

NM 

893 

982 

138 

FPL  Group 

547 

717 

908 

134 

Entergy 

398 

86 

842 

134 

Freeport-McMoRan 

545 

638 

13 

106 

Enzo  Biochem 

** 

** 

** 

162 

Fremont  General 

29 

181 

539 

166 

Equifax 

455 

676 

262 

98 

Fruehauf  Trailer 

** 

** 

** 

124 

Equitable  Cos 

** 

** 

** 

166 

Fruit  of  the  Loom 

123 

12 

113 

130 

Equitable  of  Iowa 

410 

63 

712 

166 

HB  Fuller 

NM 

545 

551 

106 

Equitable  Resources 

382 

561 

619 

138 

Fuqua  Industries 

NM 

1078 

1004 

130 

ERLY  Industries 

NM 

1060 

1129 

156 

Gamma  Biologicals 

■k* 

** 

** 

162 

ESCO  Electronics 

NM 

** 

1041 

96 

Gannett 

432 

701 

233 

142 

Ethyl 

338 

523 

149 

106 

Gap 

83 

23 

20 

172 

Exxon 

NM 

534 

398 

138 

GATX 

97 

627 

292 

146 

Fabri-Centers  of  Amer 

41 

137 

456 

172 

Gay  lord  Container 

NM 

1109 

1115 

160 

Fairchild 

NM 

876 

912 

96 

Gaylord  Entertainment 

NM 

** 

552 

142 

Family  Dollar  Stores 

174 

69 

212 

172 

Geico 

438 

187 

128 

166 

Fay's 

136 

365 

388 

172 

GenCorp 

587 

1071 

197 

96 

Federal  Express 

NM 

740 

976 

176 

Genentech 

** 

** 

** 

162 

Federal  Home  Loan  Mtg 

202 

324 

87 

146 

General  Cable 

** 

** 

** 

102 

Federal-Mogul 

NM 

839 

934 

124 

General  Cinema 

NM 

612 

1032 

142 

Federal  Natl  Mortgage 

12 

22 

52 

146 

General  Dynamics 

NM 

329 

609 

96 

Federal  Paper  Board 

234 

682 

219 

160 

General  Electric 

186 

425 

196 

96, 102 

Federal  Signal 

109 

66 

194 

102 

General  Host 

NM 

793 

911 

172 

Federated  Dept  Strs 

** 

*■* 

«    ** 

172 

General  Instrument 

** 

** 

** 

114 

Ferro 

NM 

211 

794 

106 

General  Mills 

167 

184 

10 

156 

FHP  International 

71 

20 

93 

162 

General  Motors 

NM 

845 

1038 

124 

Fieldcrest  Cannon 

NM 

777 

1012 

124 

General  Motors  EDS 

188 

156 

68 

98 

Fifth  Third  Bancorp 

268 

118 

280 

146 

GM  Hughes  Electronics 

NM 

915 

968 

96 

Figgie  IntI 

NM 

990 

511 

98 

General  Public  Utils 

430 

401 

526 

134 

Filene's  Basement 

** 

** 

•k-k 

172 

General  Re 

166 

359 

206 

166 

Fina 

579 

818 

716 

138 

General  Signal 

NM 

778 

853 

102 

Fingerhut  Cos 

** 

** 

** 

172 

Genesco 

NM 

223 

581 

172 

First  American  Corp 

624 

790 

1008 

146 

Genetics  Institute 

** 

** 

** 

162 

First  American  FinI 

634 

321 

874 

166 

Geneva  Steel 

631 

** 

37 

170 

First  Bank  System 

NM 

743 

899 

146 

Genlyte  Group 

620 

1031 

562 

102 

First  Brands    . 

538 

629 

60 

130 

Genovese  Drug  Stores 

159 

881 

112 

172 

First  Chicago^ 

638 

457 

734 

146 

Genuine  Parts 

266 

665 

170 

124 

First  Empire  State 

196 

126 

482 

146 

Genzyme 

** 

** 

** 

162 

First  Fidelity  Bncp 

NM 

670 

836 

146 

Georgia  Gulf 

NM 

** 

25 

106 

First  Financial  Mgmt 

58 

251 

422 

98 

Georgia-Pacific 

NM 

487 

585 

160 

First  Interstate  Bncp 

NM 

824 

1031 

146 

Gerber  Products 

28 

77 

85 

156 

First  Mississippi 

627 

1048 

915 

106 

Getty  Petroleum 

NM 

891 

924 

172 

First  of  America  Bank 

439 

483 

437 

146 

Giant  Food 

227 

771 

161 

152 

First  Tennessee  Natl 

NM 

233 

512 

146 

Gibson  Greetings 

230 

576 

251 

130 

First  Union 

470 

355 

489 

146 

Gillette 

178 

71 

26 

130 

Firstar 

478 

185 

316 

146 

Gitano  Group 

NM 

1103 

806 

130 

FirstFed  Michigan 

616 

343 

886 

146 

PH  Glatfelter 

201 

775 

139 

160 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity. 

NM:  Not  meaningful.    **f 

^lot  ranked. 
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WHO'S  WHERE  IH  THIS  ISSUE 


RANK 

1 

— 

^^K^mm^m     ^^^^^    t^ 

^r             _      . 

^^v^.'^ 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company         \ 

A-5          ' 

1        Growth 

market 

Profitability 

Page 

Glaxo  Holdings 

169 

191 

48 

162 

Horace  Mann  Educators           ** 

** 

** 

166 

GlenFed 

NM 

1126 

1076 

146 

Geo  A  Hormel 

171 

273 

325 

156 

Golden  West  FinI 

411 

134 

250 

146 

Horn  &  Hardart 

■  NM 

1102 

1134 

172 

Good  Guys 

43 

35 

202 

172 

Houghton  Mifflin     < 

NM 

529 

586 

142 

BF  Goodrich 

NM 

820 

851 

106 

House  of  Fabrics 

130 

531 

477 

172 
146 

Goodyear 

NM 

785 

802 

124 

Household  IntI 

500 

661 

314 

Goulds  Pumps 

308 

752 

568 

102 

Houston  Industries 

486 

594 

632 

134 

WR  Grace 

429 

599 

503 

106 

Howell 

NM 

544 

1003 

138 

WW  Grainger 

302 

363 

304 

102 

Hubbell 

306 

342 

211 

102 

Granite  Construction 

319 

** 

393 

120 

Hudson  Foods 

602 

348 

812 

156 

Great  A&P  Tea 

NM 

988 

599 

152 

Huffy 

87 

416 

337 

124 

Great  Lakes  Chemical 

52 

56 

133 

106 

Hughes  Supply 

NM 

965 

962 

120 

Gt  Western  Financial 

527 

874 

698 

146 

Humana 

530 

650 

374 

162 

Grey  Advertising 

NM 

648 

668 

142 

JB  Hunt  Transport 

412 

311 

236 

176 

Grossman's 
Grow  Group 

NM 
NM 

1023 

841 

172 

Huntington  Bcshs 

368 

302 

444 

146 

330 

972 

106 

IBP 

NM 

614 

881 

156 

Grumman 

375 

736 

732 

96 

ICF  IntI 

NM 

976 

1009 

98 

GTE 

444 

374 

371 

114 

ICH 

NM 

1044 

1104 

166 

Guilford  Mills 

NM 

762 

761 

130 

ICN  Biomedicals 

■k-k 

** 

** 

162 

Gulf  States  Utils 

NM 

114 

1001 

134 

ICN  Pharmaceuticals 

NM 

640 

1116 

162 
134 

Hadson 

NM 

1124 

1127 

138 

lES  Industries 

392 

709 

476 

Hall-Mark  Electronics 

** 

** 

1124 

114 

IGI 

** 

** 

** 

162 

Halliburton 

NM 

746 

904 

138 

Illinois  Central 

** 

** 

*'* 

176 

Handleman 

NM 

732 

297 

142 

Illinois  Power 

NM 

875 

1022 

134 

Handy  &  Harman 

NM 

956 

1050 

170 

Illinois  Tool  Works 

192 

399 

210 

102 

MA  Hanna 

626 

316 

623 

106 

IMC  Fertilizer  Group 

NM 

890 

484 

106 

Hannaford  Bros 

189 

214 

232 

152 

Imcera  Group 

42 

241 

679 

162 

Hanover  Insurance 

552 

309 

622 

166 

Immucor 

** 

■k* 

** 

162 

Hanson 

197 

619 

260 

156 

Immunex 

** 

** 

** 

162 

Harley-Davidson 

67 

10 

89 

124 

Imo  Industries 

567 

1085 

826 

102 

Harman  International 

588 

516 

937 

124 

Imperial  Chemical  Inds         489 

960 

473 

106 

Harnischfeger  Inds 

37 

902 

611 

102 

Imperial  Holly 

NM 

588 

587 

156 

Harper  Group 

242 

455 

419 

176 

Inacom 

NM 

381 

364 

172 

Harris  Corp 

NM 

703 

858 

114 

Inco 

NM 

983 

43 

170 

Harsco 

NM 

756 

495 

96 

Independent  Insurance         462 

800 

743 

166 

Hartford  Steam  Boiler 

366 

244 

123 

166 

Ingersoll-Rand 

269 

477 

553 

102 

Hartmarx 

NM 

1106 

1051 

130 

Ingles  Markets 

NM 

931 

664 

152 

Hasbro 

NM 

88 

673 

130 

Inland  Steel  Inds 

NM 

1014 

1044 

170 

Hawaiian  Electric 

NM 

548 

717 

134 

Instrument  Systems 

NM 

74 

832 

130 

Health  Care  &  Retire 

** 

■k* 

** 

162 

Integra  Financial 

NM 

386 

720 

146 
114 

HealthTrust 

** 

** 

** 

162 

Intel 

90 

206 

150 

Hechinger 

532 

1039 

775 

172 

Intelligent  Electron 

10 

61 

61 

172 

Heilig-Meyers 

301 

84 

561 

124 

Interco 

** 

** 

** 

124 

HJ  Heinz 

235 

345 

90 

156 

Interface 

NM 

848 

521 

98 

Helene  Curtis  Inds 

NM 

148 

678 

130 

Intergraph 

450 

1062 

593 

114 

Hercules 

604 

737 

877 

106 

Interlake 

NM 

1096 

946 

102 

Hershey  Foods 

305 

384 

231 

156 

IBM 

NM 

1042 

765 

114 

Hewlett-Packard 

360 

843 

429 

114 

IntI  Flavors  &  Frags 

243 

212 

218 

106 

Hexcel 

611 

1061 

900 

96 

IntI  Multlfoods 

NM 

574 

639 

156 

Hibernia 

NM 

1087 

1061 

146 

International  Paper 

383 

604 

566 

160 

Hillenbrand  Inds 

265 

121 

199 

162 

IntI  Specialty  Prods 

*• 

** 

** 

106 

Hillhaven 

** 

** 

•  * 

162 

IntI  Technology 

NM 

848 

979 

98 

Hills  Dept  Stores 

NM 

1121 

1145 

172 

Interpublic  Group 

199 

135 

180 

142 

Hilton  Hotels 

481 

731 

527 

178 

Interstate  Bakeries 

NM 

** 

** 

156 

Holly  Corp 

636 

812 

8 

138 

InterTAN 

NM 

998 

981 

172 

Holnam 

NM 

•  * 

1048 

120 

Iowa-Illinois  G&E 

NM 

776 

544 

134 

Home  Depot 

30 

4 

80 

172 

Ipaico  Enterprises 

472 

491 

442 

134 

Home  Shopping 

NM 

922 

726 

172 

Itel 

NM 

734 

1024 

114 

Homestake  Mining 

NM 

1028 

994 

170 

ITT 

331 

552 

637 

166 

HON  Industries 

291 

254 

96 

98 

Jacobs  Engineering 

36 

29 

131 

120 

Honda  Motor 

490 

864 

784 

124 

James  River  Corp  Va 

607 

978 

888 

130 

Honeywell 

NM 

242 

269 

102 

Jamesway 

NM 

1075 

1027 

172 

Hook-SupeRx 

** 

** 

** 

172 

Jefferson-Pilot 

314 

265 

612 

166 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity.    NM:  Not  meaningful,    "f 

^ot  ranked. 

M 


252 


Forbes  ■  Jaiuiaiy  4,  1993 


D 

^^^_ 

RANK      " 

■ 

"       RANK    " 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Jenny  Craig 

*♦ 

*-* 

** 

172 

Lowe's  Cos 

606 

220 

783 

172 

John  Alden  Financial 

NM 

** 

** 

166 

LSI  Logic 

NM 

898 

1030 

114 

Johnson  &  Johnson 

73 

192 

75        130, 162 

LTV 

NM 

1104 

1146 

170 

Johnson  Controls 

NM 

492 

731 

124 

Lubrizoi 

184 

502 

200 

106 

Jostens 

NM 

490 

86 

172 

Lukens 

149 

429 

311 

170 
106 

JWP 

103 

1045 

156 

98 

Lyondell  Petrochem 

** 

782 

1 

Kaman 

510 

958 

702 

96 

M/A-Com 

NM 

1057 

989 

114 

Kansas  City  P&L 

NM 

420 

579 

134 

Mac  Frugal's  Bargains 

497 

858 

310 

172 

Kansas  City  Southern 

NM 

283 

818 

176 

Magma  Copper 

NM 

468 

909 

170 

Kaufman  &  Broad  Home 

NM 

405 

245 

120 

MagneTek 

24 

366 

45 

102 

Kellogg 

280 

194 

51 

156 

Manor  Care 

40 

177 

300 

162 

Kellwood 

539 

760 

642 

130 

Manpower 

NM 

848 

1122 

98 

Kelly  Services 

NM 

662 

138 

98 

Manville 

NM 

1053 

805 

120 

Kemper 

396 

724 

605 

166 

Mapco 

105 

289 

105 

138 

Kennametal 
Kentucky  Central  Life 

494 
NM 

949 
996 

676 

102 

Marion  Merrell  Dow 

145 

813 

23 

162 

919 

166 

Mark  IV  Industries 

131 

123 

101 

102 

Kerr-McGee 

379 

784 

778 

138 

Marriott 

583 

1006 

258 

178 

KeyCorp 

354 

232 

394 

146 

Marsh  &  McLennan  Cos 

436 

407 

42 

166 

Keystone  IntI 

240 

435 

313 

102 

Marsh  Supermarkets 

320 

750 

401 

152 

Kimball  International 
Kimberly-Clark 

445 
207 

716 
261 

451 
163 

124 
130 

Marshall  &  llsley 

384 

284 

378 

146 

Marshall  Industries 

164 

234 

418 

114 

King  World  Prods 

107 

221 

3 

142 

Martin  Marietta 

285 

656 

112 

96 

Kmart 

NM 

410 

458 

172 

Masco 

613 

772 

734 

120 

KN  Energy 

NM 

451 

896 

138 

Masco  Industries 

NM 

901 

971 

124 

Knight-Ridder 

NM 

605 

241 

142 

Mattel 

35 

27 

49 

130 

Kohl's 

** 

*it 

** 

172 

Maxtor 

599 

431 

1014 

114 
138 

Kroger 

NM 

573 

986 

152 

Maxus  Energy 

NM 

880 

1139 

KU  Energy 

367 

543 

381 

134 

Maxxam 

NM 

138 

16 

170       ; 

LA  Gear 

NM 

54 

84 

130 

May  Dept  Stores 

229 

228 

215 

172 

La-Z-Boy  Chair 

NM 

626 

537 

124 

Maytag 
MBNA 

561 

1020 

346 

124 

Laclede  Gas 

488 

637 

657 

138 

152 

** 

** 

146 

LADD  Furniture 

NM 

1023 

901 

124 

McCaw  Cellular 

NM 

369 

1082 

114 

Lafarge 

NM 

785 

876 

120 

McClatchy  Newspapers 

550 

690 

640 

142 

Lancaster  Colony 

296 

146 

298 

156 

McCormick  &  Co 

61 

32 

117 

156 

Lance 

431 

659 

214 

156 

McDermott  IntI 

NM 

595 

1036 

102        :.| 

Lands'  End 

371 

753 

69 

172 

McDonald's 

237 

292 

176 

152 

Leggett  &  Piatt 

NM 

205 

434 

124 

McDonnell  Douglas 

NM 

885 

747 

96 

Lennar 

NM 

120 

746 

120 

McGraw-Hill 

NM 

727 

373 

142 

Leslie  Fay  Cos 

343 

267 

266 

130 

MCI  Communications 

27 

81 

77 

114         ; 

Leucadia  National 

16 

26 

-    126 

166 

McKesson 

568 

500 

764 

162 

LG&E  Energy 

453 

450 

549 

134 

MCN 

555 

636 

446 

138 

Liberty  Corp 

440 

615 

663 

166 

MDC  Holdings 

NM 

1018 

1112 

120 

Life  Technologies 

** 

** 

** 

162 

Mead 

NM 

796 

721 

160 

Lifetime 

NM 

943 

975 

162 

Medco  Containment 

39 

21 

541 

172 

Eli  Lilly 
Limited 

158 

504 

76 

162 

Media  General 

NM 

1056 

1029 

142 

208 

156 

67 

172 

Medical  Care  America 

** 

59 

351 

162 

Lincoln  Electric 

519 

691 

762 

102 

Medtronic 

224 

64 

153 

162 

Lincoln  National 

NM 

447 

733 

166 

Mellon  Bank 

NM 

426 

907 

146 

Lionel 

NM 

1119 

1131 

172 

Melville 

348 

367 

209 

172 

Litton  Industries 

NM 

779 

571 

96 
142 

Mentor  Graphics 
Mercantile  Bancorp 

NM 
NM 

977 

967 

114 
146 

LIVE  Entertainment 

NM 

1105 

1074 

272 

750 

Liz  Claibornf^ 

122 

223 

46 

130 

Mercantile  Stores 

NM 

899 

557 

172 

Lockheed 

496 

651 

519 

96 

Merck 

85 

202 

6 

162 

Loctite 

110 

141 

118 

106 

Mercury  General 

68 

101 

94 

166 

Loews 

Lone  Star  Tech 

278 

NM 

443 

190 

166 
170 

Meredith 

NM 

933 

779 

142 

1107 

1025 

Meridian  Bancorp 

536 

527 

629 

146 

Long  Island  Lighting 

448 

103 

835 

134 

Merisel 

NM 

440 

330 

114 

Longs  Drug  Stores 

349 

798 

324 

172 

Meritor  Savings  Bank 

NM 

1125 

1133 

146 

Longview  Fibre 
Loral 

528 
344 

427 

350 

160 

Merrill  Lynch 

NM 

199 

710 

146 

643 

328 

96 

Merry-Go-Round 

76 

16 

109 

172 

Lotus  Developrfient 

515 

1015 

208 

114 

Fred  Meyer 

378 

168 

670 

172 

Louisiana  Land 

NM 

835 

891 

138 

Michael  Foods 

210 

652 

204 

156 

Louisiana-Pacific 

NM 

145 

725 

160 

Michaels  Stores 

193 

38 

501 

172 

Growth:  5-year  annual  earnings-per-share 

growth.    Stock  market:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity. 

NM;  Not  meaningful.    **r 

■Jot  ranked. 

Forbes  ■  January  4, 1993 
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WHO'S  WHERE  IH  THIS  ISSUE 


RANK 

RANK 

;::■    ;:; 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Michigan  National 

NM 

788 

513 

146 

Nordstrom 

303 

411 

278 

172 

MicroAge 

NM 

420 

274 

172 

Norfolk  Southern 

141 

280 

813 

176 

Micron  Technology 

NM 

712 

580 

114 

Nortek 

NM 

993 

1098 

120 

Microsoft 

18 

19 

14 

114 

Northeast  Utilities    ^ 

451 

715 

563 

134 

Midlantic 

NM 

1051 

1088 

146 

No  States  Power 

NM 

621 

485 

134 

Midwest  Resources 

475 

815 

595 

134 

Northern  Telecom 

271 

259 

425 

114 

Herman  Miller 

NM 

946 

807 

98 

Northern  Trust 

NM 

109 

288 

146 

Millipore 

NM 

852 

532 

162 

Northrop 

NM 

805 

467 

96 

Mine  Safety  Appliance 

399 

512 

709 

98 

Norwest 

342 

104 

261 

146 

Minn  Mining  &  Mfg 

318 

546 

184 

'^ 

Novell 

14 

11 

36 

114 

Minnesota  Power  &  Lt 

NM 

535 

497 

134 

Nucor 

390 

130 

490 

170 

Mirage 

NM 

152 

305 

178 

NWNL 

477 

393 

705 

166 

Mitchell  Energy 

23 

434 

880 

138 

Nynex 

549 

722 

730 

114 

MNC  Financial 

NM 

1019 

1037 

146 

Occidental  Petroleum 

352 

1002 

1035 

138 

Mobil 

NM 

549 

607 

138 

Office  Depot 

91 

31 

656 

172 

Modine  Manufacturing 

377 

296 

382 

124 

Ogden 

554 

984 

574 

98 

Molecular  Biosystems 

** 

** 

** 

162 

Ohio  Casualty 

409 

471 

386 

166 

Molex 

361 

404 

460 

114 

Ohio  Edison 

504 

799 

680 

134 

Monsanto 

NM 

675 

531 

106 

Oklahoma  G&E 

422 

793 

391 

134 

Montana  Power 

345 

525 

659 

134 

Old  Kent  Financial 

413 

263 

344 

146 
166 

Moore  Corp 

491 

979 

684 

98 

Old  Republic  IntI 

327 

142 

379 

JP  Morgan  &  Co 

NM 

460 

674 

146 

Olin 

NM 

888 

756 

106 

Morgan  Products 

NM 

1088 

1015 

120 

Olsten 

394 

375 

252 

98 

Morgan  Stanley 

257 

147 

124 

146 

Omnicom  Group 

307 

360 

198 

142 

Morrison  Knudsen 

NM 

735 

916 

120 

Oneida 

571 

853 

617 

124 

Morrison  Restaurants 

365 

294 

321 

152 

Oneok 

92 

336 

722 

138 

Morton  International 

386 

466 

469 

106 

Oracle  Systems 

95 

156 

188 

114 

Motorola 

182 

354 

530 

114 

Orange  &  Rockland 

467 

641 

516 

134 

Mueller  Industries 

** 

** 

•  * 

120 

Oregon  Steel  Mills 

26 

256 

108 

170 

Multimedia 

44 

567 

1146 

142 

Orion  Capital 

264 

178 

226 

166 

Murphy  Oil 

NM 

541 

905 

138 

OrNda  HealthCorp 

** 

** 

** 

162 

Musicland  Stores 

** 

** 

577 

172 

Oryx  Energy 

NM 

940 

875 

138 

Nacco  Industries 

493 

373 

488 

102 

Oshkosh  Truck 

NM 

1021 

873 

96 

Naico  Chemical 

172 

335 

95 

106 

Outboard  Marine 

NM 

886 

1043 

124 

Nash  Finch 

NM 

914 

615 

152 

Overseas  Shipholding 

275 

708 

814 

176 

Nashua 

NM 

855 

804 

98 

Owens  &  Minor 

NM 

95 

660 

162 

National  City 

362 

518 

347 

146 

Owens-Corning 

NM 

430 

1146 

120 

Natl  Convenience 

NM 

1129 

1137 

152 

Owens-Illinois 

NM 

** 

** 

160 

National  Education 

NM 

1095 

993 

98 

Oxford  Industries 

NM 

564 

798 

130 

National  Fuel  Gas 

437 

478 

641 

138 

Paccar 

NM 

346 

550 

124 

National  Health  Labs 

60 

171 

81 

162 

Pacific  Enterprises 

NM 

1081 

980 

138,  172 

National  Intergroup 

NM 

785 

1083 

162 

Pacific  G&E 

NM 

362 

699 

134 

National  Medical 

200 

693 

376 

162 

Pacific  Telesis 

460 

538 

470 

114 

Natl  Semiconductor 

NM 

822 

1095 

114 

PacifiCare  Health 

9 

1 

38 

162 

National  Service 

511 

773 

592 

102 

PacifiCorp 

388 

751 

410 

134 

NationsBank 

577 

169 

638 

146 

PaineWebber  Group 

NM 

255 

903 

146 

Navistar  IntI 

NM 

1066 

1040 

124 

Pall 

289 

204 

256 

162 

NBD  Bancorp 

321 

357 

365 

146 

Pamida  Holdings 

NM 

** 

29 

172 

NCH 

181 

391 

240 

106 

Panhandle  Eastern 

NM 

920 

1028 

138 

Neiman  Marcus  Group 

NM 

908 

1033 

172 

Paramount  Commun 

NM 

754 

230 

142 

New  England  Electric 

NM 

488 

506 

134 

Parker  Hannifin 

518 

974 

758 

102 

New  Valley 

NM 

1123 

1146 

146 

Penn  Central 

15 

900 

854 

166 

NY  State  E&G 

NM 

589 

621 

134 

Penn  Traffic 

NM 

352 

1143 

152 

New  York  Times 

585 

906 

472 

142 

JC  Penney 

501 

422 

560 

172 

Newell  Co 

75 

36 

175 

124 

Pennsylvania  P&L 

407 

484 

452 

134 

Newmont  Mining 

NM 

809 

65 

170 

Pennzoil 

NM 

973 

1042 

138 

Niagara  Mohawk  Power 

601 

528 

869 

134 

Pentair 

272 

305 

499 

102 

Nicor 

NM 

339 

296 

138 

People's  Bank 

** 

1013 

1101 

146 

NIKE 

19 

14 

35 

130 

Peoples  Energy 

NM 

332 

498 

138 

Nipsco  Industries 

62 

160 

634 

134 

Pep  Boys 

423 

382 

540 

172 

Nissan  Motor 

216 

972 

923 

124 

PepsiCo 

150 

89 

102 

152, 156 

NL  Industries 

NM 

1100 

840 

106 

Perini 

619 

1011 

969 

120 

Noland 

NM 

918 

956 

120 

Perkin-Elmer 

NM 

653 

830 

162 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity. 

NM:  Not  meaningful.    '* 

Mot  ranked. 
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^^^^    RANK       ^^^^ 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Perrigo 

NM 

** 

** 

162 

Reader's  Digest  Assn 

142 

** 

24 

142 

Perry  Drug  Stores 

NM 

602 

1010 

172 

Reebok  International 

317 

163 

100 

130 

Pet 

** 

** 

** 

156 

Reliance  Group 

NM 

862 

1060 

166 

Petrie  Stores 

612 

526 

945 

172 

Repligen 

** 

** 

** 

162 

Petroleum  Heat  &  Pwr 

NM 

** 

1119 

138 

Republic  New  York 

115 

587 

624 

146 

Pfizer 

456 

122 

331 

162 

Resorts  IntI 

** 

** 

** 

178 

Phelps  Dodge 

33 

394 

129 

170 

Rexene 

** 

1128 

** 

106 

PHH 

312 

671 

548 

98 

Reynolds  &  Reynolds 

334 

164 

191 

98 

Philadelphia  Elec 

290 

635 

706 

134 

Reynolds  Metals 

NM 

833 

414 

170 

Philip  Morris  Cos 

106 

91 

41 

156 

Rhone-Poulenc 

570 

*• 

635 

106 

Philips  Electronics 

NM 

967 

1049 

124 

Rhone-Poulenc  Rorer 

325 

68 

152 

162 

Phillips  Petroleum 

NM 

453 

448 

138 

Richfood  Holding 

NM 

269 

177 

152 

Phillips-Van  Heusen 

341 

43 

72 

130 

Riggs  National 

NM 

1054 

1075 

146 

PHM 

82 

116 

505 

120 

Riser  Foods 

NM 

848 

216 

152 

Piedmont  Natural  Gas 

NM 

340 

504 

138 

Rite  Aid 

433 

704 

318 

172 

Pier  1  Imports 

NM 

338 

413 

172 

RJR  Nabisco 

** 

** 

** 

156 

Pilgrim's  Pride 

NM 

469 

380 

156 

Roadway  Services 

183 

308 

400 

176 

Pinkerton's 

NM 

*ii 

97 

98 

Robertson-Ceco 

NM 

1120 

1126 

120 

Pinnacle  West 

NM 

995 

1064 

134 

Rochester  G&E 

NM 

498 

713 

134 

Pioneer  Financial  Svs 

NM 

979 

817 

166 

Rochester  Telephone 

424 

578 

475 
372 

114 
96 

Pioneer  Hi-Bred  IntI 

124 

236 

299 

156 

Rockwell  IntI 

474 

664 

Pitney  Bowes 

358 

351 

286 

98 

Rohm  &  Haas 

NM 

452 

387 

106 

Pittston 

NM 

707 

997 

176 

Rohr 

NM 

1000 

931 

96 

Pittway 

523 

877 

790 

124 

Rollins 

330 

277 

21 

98 

Ply  Gem  Industries 

556 

869 

850 

120 

Rose's  Stores 
Ross  Stores 

NM 
153 

1080 
65 

1056 
182 

172 
172 

PNC  Financial 

558 

586 

591 

146 

Polaroid 

NM 

674 

31 

130 

Rouse 

621 

968 

797 

146 

Policy  Management  Sys 

126 

79 

428 

114 

RPM 

284 

314 

287 

106 

Pope  &  Talbot 

NM 

938 

576 

160 

Rubbermaid 

194 

200 

159 

124 

Portland  General 

NM 

904 

959 

134 

Ruddick 

297 

295 

466 

152 

Potlatch 

NM 

497 

542 

160 

Russell 

374 

246 

349 

130 

Potomac  Electric 

482 

801 

443 

134 

Ryder  System 

632 

882 

939 

146 

PPG  Industries 

NM 

413 

348 

124 

Rykoff-Sexton 

NM 

944 

792 

152 

Praxair 

*• 

** 

** 

106 

Ryland  Group 

598 

565 

445 

120 

Precision  Castparts 

350 

1040 

277 

96 

Safeco 

420 

341 

343 

166 

Premark  IntI 

NM 

539 

604 

124 

Safeguard  Scientifics 

322 

810 

290 

98 

Premier  Bancorp 

NM 

303 

1059 

146 

Safety-Kleen 

313 

673 

253 

98 

Premier  Industrial 

259 

334 

74 

102 

Safeway 

NM 

■k-k 

1146 

152 

Preston 

NM 

1029 

1052 

176 

St  Joe  Paper 

593 

** 

844 

160 

Price  Co 

292 

699 

-      187 

172 

St  Paul  Cos 

163 

550 

264 

166 
130 

Primerica 

38 

356 

383 

146 

Saiant 

NM 

618 

1135 

Procter  &  Gamble 

57 

219 

201 

130 

Sallie  Mae 

112 

229 

27 

146 

Progressive 

507 

207 

283 

166 

Salomon 

286 

379 

645 

146 

Promus  Cos 

** 

** 

** 

178 

San  Diego  G&E 

461 

513 

395 

134 

Protective  Life 

333 

260 

598 

166 

Santa  Fe  Pacific 

NM 

** 

1094 

176 

Provident  Life  &  Ace 

NM 

307 

608 

166 

Sara  Lee 

148 

108 

157 

156 

PS  Group 

NM 

1079 

1006 

98 

Savannah  Foods 

50 

291 

143 

156 

PSI  Resources 

594 

520 

154 

134 

Scana 

426 

630 

377 

134 

Public  Service  Colo 

442 

667 

417 

134 

SCEcorp 

468 

622 

435 

134 

Public  Service  NM 

NM 

1005 

999 

134 

Schering-Plough 

116 

174 

73 

162 

Pub  Svc  Enterprise 

NM 

744 

565 

134 

Schlumberger 

70 

301 

242 

138 

Puget  Sound  P&L 

443 

649 

491 

134 

Scholastic 

NM 

** 

** 

142 

Pulitzer  Publishing 

NM 

757 

9 

142 

ASchulman 

177 

216 

203 

106 

Quaker  Oats 

304 

505 

130 

156 

Schultz  Sav-0  Stores 

NM 

559 

546 

152 

Quaker  State 

406 

986 

929 

138 

Charles  Schwab 

4 

40 

293 

146 

Quanex 

59 

153 

404 

170 

SCI  Systems 

629 

789 

925 

114 

Quantum 

20 

47 

104 

114 

Scientific-Atlanta 

NM 

144 

770 

114 

Quantum  Chemical 

NM 

1094 

829 

106 

Scios  Nova 

■k* 

** 

** 

162 

Questar 

236 

530 

666 

138 

Scott  Paper 

NM 

837 

748 

130 

QVC  Network 

NM 

50 

852 

172 

EW  Scripps 

339 

562 

651 

142 

Ralston  Purine 

449 

634 

28 

156 

Seaboard 

140 

274 

547 

156 

Raychem 

NM 

892 

1034 

114 

Seagate  Technology 

584 

726 

653 

114 

Raytheon 

288 

681 

140 

96 

Seagram 

267 

387 

483 

156 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market;  5-year  price 

change.    Prof 

tability:  5-year  return  on  equity. 

NM:  Not  meaningful.    **Not 

ranked. 
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RANK 
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^^^^■^         ■-■     RANK                                   1 

Stock 

Stock 

Company 

Grovrth 

market 

Profitability         Page 

Company  '■>£^''i^'**^Ji 

Growth 

market 

Profitability 

Page       1 

Sealed  Air 

541 

286 

917 

160 

Strawbridge 

525 

698 

718 

172 

Sears,  Roebuck 

NM 

711 

752 

166, 172 

Stride  Rite 

49 

49 

53 

130 

Seaway  Food  Town 

560 

927 

744 

152 

Summit  Health 

NM 

151 

848 

162 

Selective  Insurance 

NM 

474 

332 

166 

Sun  Co                      < 

NM 

964 

1018 

138 

Sequa 

NM 

985 

922 

96 

Sun  Microsy^ems 

88 

377 

338 

114 

Service  Corp  IntI 

372 

758 

766 

130 

Sunbeam/Oster 

** 

** 

** 

124 

Service  Merchandise 

137 

249 

19 

172 

Sundstrand 

NM 

424 

390 

96 

Shared  Medical  Sys 

508 

867 

421 

98 

SunTrust  Banks 

340 

288 

303 

146 

Shaw  Industries 

245 

30 

115 

130 

Super  Food  Services 

NM 

1022 

800 

152 

Shawmut  National 

NM 

963 

1058 

146 

Supervalu 

195 

402 

220 

152 

Sherwin-Williams 

393 

240 

282 

106 

Synbiotics 

** 

** 

** 

162 

Shoney's 

526 

167 

953 

152 

Synergen 

** 

** 

** 

162 

ShopKo  Stores 

162 

** 

185 

172 

Syntex 

219 

524 

7 

162 

Sigma-Aldrich 

160 

215 

116 

106 

Sysco 

121 

83 

224 

152 

Signet  Banking 
Silicon  Graphics 

NM 
NM 

464 

793 

146 

Talley  Industries 

NM 
404 

1093 
217 

1121 

96 

127 

977 

114 

Tambrands 

106 

130 

Sizzler  IntI 

332 

** 

618 

152 

Tandem  Computers 

NM 

1052 

913 

114 

Skyline 

582 

695 

883 

120 

Tandon 

NM 

1084 

1069 

114 

Smart  &  Final 

NM 

** 

589 

172 

Tandy 

487 

936 

457 

172 

AO  Smith 

618 

287 

927 

124 

TBC 

94 

72 

114 

124 

Smith  Corona 

581 

1063 

** 

98 

TCP  Financial 

NM 

87 

1005 

146 

Smith  International 

NM 

747 

1054 

102 

Tech  Daia 

134 

62 

178 

114 

Smithfield  Foods 

114 

97 

56 

156 

TECO  Energy 

355 

417 

362 

134 

Smith's  Food  &  Drug 

120 

580 

315 

152 

Tecumseh  Products 

562 

942 

801 

102 

JM  Smucker 

251 

315 

247 

156 

Tejas  Gas 

217 

343 

727 

138 
114 

Snap-on  Tools 

NM 

959 

294 

124 

Tektronix 

NM 

939 

985 

Society 

595 

403 

895 

146 

Tele-Communications 

NM 

496 

1102 

142 

Solectron  Corp 

53 

15 

120 

114 

Teledyne 

NM 

** 

79 

96 

Sonat 

521 

364 

803 

138 

Teleflex 

273 

318 

281 

96 

Sonoco  Products 

380 

299 

268 

160 
124 

Temple-Inland 
Tenneco 

213 

347 

358 

160 

Sony 

405 

879 

860 

NM 

924 

955 

102 

Sotheby's  Holdings 

NM 

819 

55 

172 

Teradyne 

NM 

917 

998 

114 

Southdown 

NM 

1027 

933 

120 

Terex 

NM 

830 

820 

102 

Southern  Co 

NM 

511 

600 

134 

Terra  Industries 

NM 

1004 

1108 

106 

So  New  Eng  Telecom 

NM 

631 

545 

114 

Tesoro  Petroleum 

NM 

1090 

1084 
459 

138 
138 

Southland 

NM 

** 

** 

152 

Texaco 

522 

509 

SouthTrust 

385 

326 

361 

146 

Texas  Industries 

NM 

969 

978 

170 

Southwest  Airlines 

NM 

39 

789 

178 

Texas  Instruments 

NM 

912 

1017 

114 

Southwest  Gas 

NM 

1010 

849 

138 

Texas  Utilities 

NM 

536 

846 

134 

Southwestern  Bell 

454 

361 

524 

114 

Textron 

465 

415 

616 

96 

Southwestern  Pub  Svc 

463 

700 

352 

134 

Thermo  Electron 

156 

133 

502 

98 

Spiegel 

544 

461 

431 

172 

Thiokol 

247 

749 

312 

96 

Springs  Industries 

NM 

767 

879 

124 

Thomas  &  Betts 

NM 

738 

355 

114 

Sprint 

548 

320 

307 

114 

Thomas  Industries 

572 

1034 

739 

102 

SPS  Technologies 

531 

948 

963 

96 

Thorn  Apple  Valley 

NM 

9 

40 

156 

SPX 

NM 

994 

856 

124 

3Com 

610 

814 

949 

114 

Std  Commercial 

NM 

333 

777 

156 

Tidewater 

NM 

85 

** 

138 

Standard  Fed!  Bank 

NM 

93 

523 

146 

Tiffany 

78 

323 

78 

172 

Standard  Motor  Prods 

586 

916 

871 

124 

Time  Warner 

NM 

688 

1071 

142 

Standard  Products 

517 

702 

889 

124 

Times  Mirror 

605 

929 

628 

142 

Standard  Register 

492 

866 

633 

98 

Timken 

NM 

907 

966 

102 

Standex  International 

225 

225 

408 

98 

TJX  Cos 

592 

437 

** 

172 

Stanhome 

228 

280 

103 

130 

TNT  Freightways 

211 

*  * 

815 

176 

Stanley  Works 

403 

616 

453 

102 

Torchmark 

277 

143 

88 

166 

Staples 

NM 

139 

785 

172 

Toro 

NM 

823 

932 

124 

State  Street  Boston 

248 

74 

222 

146 

Tosco 

51 

353 

34 

138 

Stepan 

310 

532 

309 

106 

.    Toys 'R' Us 

180 

190 

227 

172 

Sterling  Chemicals 

596 

1098 

18 

106 

Trans  World  Music 

326 

979 

127 

172  «, 
166|ij| 

Stewart  &  Stevenson 

101 

8 

173 

102 

Transamerica 

589 

611 

754 

Stone  Container 

NM 

961 

427 

160 

Transco  Energy 

NM 

1046 

1070 

138  ***" 

Stop  &  Shop  Cos 

** 

** 

575 

152     ■ 

Travelers 

NM 

1016 

940 

166 

Storage  Technology 

NM 

768 

471 

114 

Tredegar  Industries 

** 

838 

** 

170 

Stratus  Computer 

96 

493 

164 

114 

Tribune 

495 

781 

711 

142 

Growth:  5-year  annual  earnings-per-share  growth.    Stock  market:  5-year 

price  change.    Prof 

itability:  5-year  return  on  equity. 

NM:  Not  meaningful.    '* 

^Jot  ranked. 
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^  RANK  ^ 

— 

m 

Earnings           Stock 

Earnings 

Stock 

Company 

growth            market 

Profitability 

Page 

Company 

growth 

market 

Profitability 

Page 

Trinity  Industries 

100                697 

675 

102 

Vigoro 

300 

** 

4 

106 

Trinova 

NM              1012 

1047 

102 

Village  Super  Market 

630 

1050 

887 

152 

TRW 

NM                802 

795 

124 

Vishay  Intertech 

218 

173 

339 

114 

Tucson  Electric 

NM              1117 

1136 

134 

VLSI  Tech 

NM 

1000 

991 

114 

Turner  Broadcasting 

NM                   37 

1146 

142 

Volt  Info  Sciences 

NM 

1038 

996 

98        * 

Turner  Corp 

NM              1073 

973 

120 

Volvo 

524 

889 

724 

124 

TW  Holdings 

921 

** 

152 

Vons  Cos 

NM 

119 

507 

152 

20th  Century  Inds 

72                129 

66 

166 

Vulcan  Materials 

NM 

642 

329 

120 

Tyco  Laboratories 

154               476 

234 

102 

VWR 

NM 

517 

186 

162 

Tyco  Toys 

NM                107 

257 

130 

Waban 

** 

569 

291 

172 

Tyson  Foods 

176                105 

137 

156 

Wachovia 

NM 

248 

420 

146 

UAL 

NM               480 

614 

178 

Wackenhut 

135 

489 

237 

98 

UGI 

NM                392 

662 

138 

Wal-Mart  Stores 

79 

57 

50 

172 

UJB  Financial 

614               909 

838 

146 

Walgreen 

206 

188 

183 

172 

Ultramar 

**                                     ** 

** 

138 

Wallace  Computer  Svcs 

408 

655 

439 

98 

UNC 

537               970 

866 

96 

Wang  Laboratories 

NM 

1127 

1141 

114 

Unifi 

108                  44 

121 

130 

Warnaco  Group 

NM 

** 

1146 

130 

Unilever  NV 

260               419 

275 

156 

Warner-Lambert 

NM 

319 

62 

162 

Union  Bank 

417                895 

438 

146 

Washington  Gas  Light 

NM 

481 

570 

138 

Union  Camp 

NM                739 

487 

160 

Washington  Mutual 

NM 

115 

763 

146 

Union  Carbide 

NM 

** 

106 

Washington  National 

NM 

865 

1020 

166 

Union  Electric 

NM                494 

405 

134 

Washington  Post 

NM 

759 

144 

142         i 
98         ' 

Union  Pacific 

628               306 

661 

176 

Waste  Management 

282 

328 

169 

Union  Texas  Petrol 

NM                279 

12 

138 

Waxman  Inds 

NM 

1031 

636 

120 

Unisys 

NM              1097 

1117 

114 

Weirton  Steel 

NM 

1086 

1055 

170 

United  HealthCare 

NM                     2 

59 

162 

Weis  Markets 

416 

997 

368 

152 

United  Illuminating 

NM                600 

872 

134 

Wellman 

102 

462 

122 

106 

US  Bancorp 

233                208 

367 

146 

Wells  Fargo 

NM 

449 

357 

146 

US  Healthcare 

NM                     3 

30 

162 

Wendy's  IntI 

6 

243 

776 

152 

US  Home 

NM              1092 

1113 

120 

Western  Digital 

NM 

1058 

1109 

114 

US  Shoe 

315               873 

928 

172 

Western  Publishing 

557 

540 

715 

142 

US  Surgical 

54                   18 

98 

162 

Western  Resources 

484 

668 

578 

138 

United  Stationers 

551                897 

774 

98 

Westinghouse 

NM 

1074 

943 

102 

United  Technologies 

NM                728 

947 

96 

Westmoreland  Coal 

NM 

1025 

1007 

138 

Unltrin 

NM 

822 

166 

Westvaco 

395 

718 

525 

160 

Univar 

NM                572 

695 

106 

Weyerhaeuser 

NM 

577 

861 

160 

Universal 

173                398 

** 

156 

Wheeling  Pittsburgh 

** 

** 

** 

170 

Universal  Foods 

222                 166 

225 

156 

Whirlpool 

499 

485 

694 

124 

Universal  Health 

161                 162 

808 

162 

Whitman 

47 

** 

** 

156 

Unocal 

NM                439 

•   753 

138 

Wicor 

NM 

568 

723 

138 

UNUM 

56                  48 

440 

166 

Willamette  Inds 

NM 

506 

370 

160 

Upjohn 

241                847 

174 

162 

Willcox  &  Gibbs 

609 

658 

749 

102 

US  West 

498                632 

613 

114 

Williams  Cos 

575 

514 

745 

138 

USAir  Group 

NM              1076 

1090 

178 

Winn-Dixie  Stores 

209 

131 

171 

152 

USF&G 

NM              1065 

1086 

166 

Winnebago  Industries 

NM 

933 

1087 

124 

USG 

NM              1112 

897 

120 

Wisconsin  Energy 

441 

458 

424 

134 

Usiico 

565                971 

780 

166 

Wisconsin  Public  Svc 

NM 

566 

508 

134 

USLife 

NM                456 

782 

166 

Witco 

NM 

660 

648 

106,  138 

UST  Inc 

133                   52 

15 

156 

WLR  Foods 

NM 

495 

626 

156 

USX-Marathon 

NM 

890 

138 

Woolworth 

NM 

385 

683 

172 

USX-US  Steel 

NM 

403 

170 

Worthington  Inds 

NM 

325 

323 

170 

UtiliCorp  United 

400               358 

•^15 

138 

WPL  Holdings 

457 

580 

450 

134 

Valero  Energy 

3                  70 

594 

138 

WPP  Group 

** 

1114 

988 

142 

Valhi 

NM              1043 

205 

156 

Wm  Wrigley  Jr 

129 

128 

54 

156 

Valley  National 

NM               322 

1011 

146 

Wyle  Laboratories 

144 

547 

714 

114 

Valmont  Industries 

NM                  99 

667 

102 

Wyman-Gordon 

NM 

1083 

1093 

96 

Valspar 

220                179 

145 

106 

Xerox 

506 

666 

834 

98,  166 

Value  City  Dept 

**                                     ** 

** 

172 

XOMA 

** 

** 

** 

162 

Varian  Associates 

138                522 

791 

114 

Yellow  Freight  Sys 

543 

827 

736 

176 

Varity 

NM                954 

1026 

124 

York  IntI 

** 

** 

** 

102 

Venture  Stores  * 

NM 

167 

172 

Zenith  Electronics 

NM 

1077 

1089 

124 

VF 

NM                278 

353 

130 

Zenith  National  Ins 

402 

733 

602 

166 

Viacom 

NM                  73 

1067 

142 

Zurn  Industries 

NM 

380 

690 

98 

Vicorp  Restaurants 

NM                110 

847 

152 

Growth:  5-year  annual  earnings-per-share  growth.    Stock 

maiket:  5-year  price  change.    Prof 

tability:  5-year  return  on  equity. 

NM:  Not  meaningful.    **Not 

ranked. 

Forbes  ■  January  4,  1993 


257 


COMPUTERS/COMMUHICATIONS 


The  Japanese  have  walked  away  with  the  liquid  crystal 
display  market.  Or  have  they?  Tiny  Kopin  Corp. 
is  taking  them  on. 

Crystal  clear 


By  David  C.  Churbuck 

Prominent  on  the  list  of  technol- 
ogies invented  here  but  dominated  by 
Japanese  manufacturers  is  the  active 
matrix  liquid  crystal  display,  the  de- 
vice that  makes  possible  color  screens 
for  laptops  and  that  may  someday 
make  possible  large,  lightweight, 
high-resolution  televisions.  This  lu- 
crative technology  is  worth  $1  billion 
a  year  now  and  potentially  many  times 
that  if  it  can  be  applied  to  large  TVs. 

One  tiny  Taunton,  Mass.  company, 
Kopin  Corp.,  is  not  content  to  cede 
the  market  to  the  Japanese.  It  has 
come  up  with  a  screen  much  faster 
and  finer-detailed  than  screens  com- 
ing out  of  any  Japanese  laboratory. 

Kopin's  trick  is  to  replace  the  large 
plate  of  amorphous  silicon  of  the  Jap- 
anese systems  with  a  small  wafer  of 
single -crystal  silicon.  Amorphous  sili- 


con is  the  kind  with  atoms  tossed  into 
a  jumble;  single -cn^stal  silicon  has  all 
the  atoms  neatly  aligned.  What's  the 
difference.^  Single -crystal  silicon  is 
available  only  in  small  sizes  but  yields 
a  screen  of  far  higher  resolution.  Shine 
a  bright  light  through  this  tiny  elec- 
tronic screen,  which  the  company 
calls  Smart  Slide,  and  you  get  a  color 
image  much  like  that  coming  out  of  a 
slide  projector.  The  image  can  be 
displayed  on  a  wall  or,  with  reflectors 
and  magnifiers,  through  a  box  that 
looks  like  a  television  set. 

Is  Kopin  just  another  display  tech- 
nology outfit  that  dangles  great 
promises  but  delivers  little  in  the  way 
of  commercially  useful  product?  In 
this  categon',  for  example,  fall  Alpine 
Group  (Forbes,  Dec.  9,  1991)  and 
CopyTele,    the    favorite    target    of 


short-sellers. 

But  Kopin  has  made  real  progress. 
True,  the  eight-year-old  outfit  has  yet 
to  turn  a  profit,  and  its  meager  reve- 
nues ($2  million  in  the  Sept.  30  quar- 
ter) are  mostly  from  government  con- 
tracts and  sales  of  parts  for  electronic 
circuits.  But  take  a  look  at  the  proto- 
t)'pes  that  Kopin  is  showing  around. 
One  is  a  desktop  projection  monitor 
about  10  inches  thick,  which  loses 
none  of  its  corner  and  edge  definition 
while  running  a  video  clip  of  a  jet 
fighter.  David  Mentley,  director  of 
display  industry'  research  at  Stanford 
Resources,  has  looked  closely  at  Ko- 
pin's technology  and  was  impressed, 
despite  initial  skepticism. 

Also  impressed  are  Boeing,  Rock- 
well, Venrock  Associates,  the  Defense 
Advanced  Research  Projects  Agency 
and  the  U.S.  Department  of  Com- 
merce. All  have  bought  stock  or  come 
through  widi  research  grants. 

The  man  behind  Kopin  is  John  Fan, 
a  49-year-old  Shanghai-born  scientist 
who  founded  the  firm  aft:er  a  research 
career  at  mit.  Fan  and  Kopin  have  95 
patents  related  to  wafer  and  display 
technology^  and  another  50  or  so  ap- 
plied for.  Fan  keeps  his  manufactur- 
ing process  shrouded  in  myster\^  but  is 
willing  to  describe  this  much  of  it. 
Start  with  an  oflf-the-shelf  slice  of 


John  Fan,  founder 
and  chief  executive 
of  Kopin  Corp., 
with  Smart  Slide 
"We  could  go  as 
high  as  10,000 
lines  per  inch." 
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Kopin  active  matrix  LCD 
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Standard -grade  silicon,  about  6  inches 
across.  This  is  large  enough  to  make 
ten  Smart  Slides,  each  about  the  size 
of  a  35mm  color  slide.  Lather  an 
electrically  insulating  layer  of  silicon 
oxide  onto  the  silicon  base.  Atop  the 
oxide,  deposit  a  layer  of  high-grade, 
single-crystal  silicon,  only  0.4  mi- 
crons ( 16- million  ths  of  an  inch)  thick. 
Onto  this  silicon  layer  etch  transistors 


Single-crystal  silicon 
with  transistors 


In  Kopin  Corp.'s  "active  matrix"  liquid 
crystal  display,  transistors  within  each 
pixel,  or  picture  element,  trigger  liquid 
crystal  that  acts  as  a  shutter  to  let  light 
past  an  appropriately  colored  patch  of 
the  color  filter.  Kopin  uses  a  single-crys- 
tal variety  of  silicon  with  better  electri- 
cal properties  than  the  amorphous  silicon 
of  competing  products.  (A  passive  LCD, 
such  as  those  found  in  older  laptops, 
can't  switch  on  a  pixel  and  leave  it  on;  it 
must  constantly  refresh  every  pixel.)  At 
left  is  a  segment  of  Kopin's  192-by-192 
display  for  a  military  helmet. 


and  other  circuit  elements,  using  the 
standard  fabrication  techniques  of  a 
chip  line.  Now,  lift  off  the  silicon  base 
(how.>  Fan  won't  say)  and  bond  the 
top  two  layers  to  glass  or  plastic. 

On  top  of  the  sandwich  thus  pro- 
duced, mount  another  off-the-shelf 
component  that  contains  the  liquid 
crystals  and  a  three-color  filter  check- 
ei boarded  with  tiny  red,  green  and 


blue  rectangles.  The  transistors  in  the 
middle  of  the  sandwich  activate  the 
liquid  crystals,  which  in  turn  act  as 
shutters.  The  shutters  let  light  pass 
through  the  red,  green  or  blue  por- 
tion of  each  pixel,  or  picture  element. 

What's  so  great  about  single-crystal 
siliconJ'  Electrons  can  move  faster 
through  single -crystal  silicon — 500 
times  faster  than  in  amorphous  sili- 
con. Fan  says.  The  greater  electron 
mobility  makes  for  circuits  that  can 
perform  three  to  five  times  as  fast  as 
the  circuits  in  amorphous  silicon.  The 
faster  circuits  make  moving  images 
crisper.  The  higher  electron  mobility 
makes  possible  smaller  transistors 
used  to  control  each  pixel.  Smaller 
transistors  mean  finer  resolution — 
initially,  five  times  the  100-lines-per- 
inch  resolution  of  competing  screens. 

Won't  a  500-lines-per-inch  Smart 
Slide  lose  its  detail  as  the  image  is 
blown  up  to  a  full-size  display!"  Yes, 
says  Fan,  but  single-crystal  silicon's 
capabilities  don't  stop  there.  "We 
could  go  as  high  as  10,000  lines  per 
inch,"  he  boasts. 

Kopin's  first  commercial  product, 
which  is  supposed  to  be  ready  next 
year,  is  a  wall  projector  that  can  dis- 
play computer  images.  Kopin  also  has 
a  $3  million  Commerce  Department 
contract  to  develop  high-definition 
laptop  displays  with  the  Microelec- 
tronics &  Computer  Center  in  Aus- 
tin, Tex. 

This  kind  of  research  and  develop- 
ment gobbles  huge  amounts  of  cash. 
Kopin  has  run  through  $40  million  in 
venture  capital  and  research  grant 
cash  since  it  was  founded.  The  com- 
pany took  in  another  $14  million 
from  a  public  stock  offering  in  April 
1992,  at  a  price  ($10  a  share)  diat 
values  the  whole  company  at  $65 
million. 

Fan  concedes  that  his  research  and 
development  is  expensive  but  com- 
pares it  with  genetic  engineering: 
"Amgen,  Centocor,  Genentech  all 
started  as  pure  research  houses  look- 
ing for  ways  to  splice  genes.  Once 
they  figured  out  the  way  to  do  it, 
drugs  emerged.  We've  done  the  same 
thing  with  materials.  Now  that  we've 
spliced  them,  we're  going  after  the 
biggest  market."  That  so  many  smart 
people  have  put  up  so  much  money 
for  Kopin  suggests  that  Fan  is  on  to 
something  big.  ^ 
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Others  have 
made  a  career 

pricing  their  PCs 
under  IBM. 


We  thought  Mved 
try  it  oursekes. 


Those  whose 
careers  have 
been  based  on 
underpricing  IBM 
might  do  well  to 
consider  another 
career.  The  reason 
is  PS/ValuePoint  ™ 
A  family  of  comput- 
ers that  aren't  lesser 
IBMs.  But  IBMs  for 
less.  So  they  allow 


you  to  economize  ^^^^i  ^25  SX    fModeh  425  SX  and  433  DX  are  shown  with  the PS/ValuePoint 


without  compromise.    ^•'^'*  <^°^°''  fnonitor. 

Each  PS/ValuePoint  is  engineered,  with 
IBM's  unwavering  commitment  to  quality  and 
reliability.  And  rigorously  tested  to  IBM's  strin- 

Introducing 


in 


'& 


»lel325T 


PSA^aluePoint 

gent  standards.  The  standards  that  have  defined 
the  computer  industry  for  years. 

The  PSA^aluePoint  family  is  fully  network- 
able  and  Novell®-certified  for  use  with  Ethernet 
or  Token -Ring  LANs.  So  PS/ValuePoint 
not  only  preserves  your  capital  going 
in.  It  preserves  the  investments 
you've  already  made.  There's  room 
to  grow  with  five  AT  slots  and  five 
bays;  plus  IBM  also  offers  new  hard 
drives,  diskette  drives  and  upgradable  memory 
and  processors. 

And  every  PSA'aluePoint  pro- 
vides something  no  other  computer 
can  provide  at  any  cost — HelpWare,™ 
IBM's  unparalleled  service  and  sup- 
port that  offers  one -year,  on-site, 
next-business-day  service*  Around- 
the-clock  assistance  by  telephone, 
bulletin  board  or  automated 

.■•; jaSkfffSy f^x-  A  30-day  money-back 

.,.....:■.  .'^.,..,,,.,„,V.  It  guarantee?  Licensed 


priced  like  PS/ValuePoint. 
of  phenomenal. 

PS/ValuePoint  Features 


Education  Centers. 
And  a  generous 
trade-in  program. 
Plus,  IBM  Credit 
Corporation  has 
flexible  leasing  and 
financing  packages 
to  meet  your  needs. 
That's  a  total  sup- 
port package  you 
might  not  expect 
even  on  the  most 
expensive  comput- 
ers. On  computers 
it's  nothing  short 


Models 

325T 

425  SX 

433  DX 

Processor 

386  SLC'"/25  MHz 

486  SX/25  MHz 
(Upgradable) 

486  DX/33  MHz 
(Upgradable) 

Monitor 

PS/20  8511-VGA*' 

PS/ValuePoint 
.     6312-SVGA 

PS/ValuePoint 
6312-SVGA 

Memory/Storage 

2MB  RAM 
80MB  HD 

8MB  RAM 
80MB  HD 

8MB  RAM 
120MB  HD 

Pre-installed 
Operating  System 

DOS  5.0 

OS/2®  2.0 

OS/2  2  0 

Price*" 

$1,299 

$1,629 

$1,999 

'•325T  Is  SVGA-capable.  '"IBM  prices,  dealer  prices  may  vary. 

The  PS/ValuePoint  family  from  IBM.  When 
it  comes  to  power,  quality,  service 
and  support  at  the  right  price, 
there's  one  thing  we've  learned. 
If  we  want  the  job  done  right,  we 
have  to  do  it  ourselves.  For  more 
information  or  an  IBM  autho- 
rized dealer  near  you,  call  our 

Personal  Systems  HelpCenter™  

at  1800  772-2227:**  i^>>-^iifiS?^" 


: 

I  ■-                 1 

1 

Model  433  DXf 


*Next-business-day  response  when  serviced  by  IBM  or  IBM  Authorized  Per- 
sonal Systems  Servicers.  Available  Monday-Fricjay,  8  a.m.  to  5  p.m.  in  your  time 
zone.  Warranty  and  30-day  guarantee  information  available  from  IBM  and  IBM 
authorized  dealers.  **ln  Canada,  call  1  800  465-7999.  IBM,  OS/2  and  PS/2  are 
registered  trademarks  and  PS/ValuePoint,  SIC,  HelpWare  and  HelpCenter  are 
trademarks  of  International  Business  Machines  Corporation.  Novell  is  a  regis- 
tered trademark  of  Novell  Corp.  The  Intel  Inside  Logo  is  a  trademark  of  Intel 
Corporation.  ©1992  IBM  Corp. 
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The  new  data 
on  cellular 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Investors  in  cellular  telephone 
stocks  have  been  rather  gloomy  for 
the  past  several  years.  Competition  in 
cellular  is  increasing,  and  so  is  the 
possibility  of  greater  regulation.  Al- 
though subscribers  are  becoming 
more  numerous,  they  are  also  less 
loquacious.  The  average  monthly  bill 
dropped  from  $81  in  1991  to  $73  in 
1992.  If  not  for  two  recent  merger 
deals — Sprint  and  Centel  plan  to 
merge  and  AT&T  plans  to  spend  al- 
most $4  billion  to  buy  a  third  of 
McCaw  Cellular  Communications — 
there  would  be  little  to  cheer  up  this 
technologically  vibrant  sector  of  the 
telecommunications  industry. 

In  gloom  frequently  lies  opportu- 
nity. In  this  case  the  opportunity  is 
called  wireless  data.  For  now,  the 
market  for  transmitting  data  as  op- 
posed to  voice  via  cellular  is  small  and 
nebulous.  The  potential,  however,  is 
huge.  Estimates  of  wireless  service 
and  equipment  revenues  for  the  year 
2000  range  from  $3  billion  to  $13 
billion  or  more. 

No  contender  has  a  better  chance 
at  that  market  than  the  cellular  phone 
industry.  Established  cellular  opera- 
tors, which  include  subsidiaries  of  all 
the  Bell  operating  companies,  are 
endowed  with  vast  financial  re- 
sources; they  have  built  an  infrastruc- 
ture representing  an  estimated  in- 
vestment of  $15  billion,  including 


the  money  spent  acquiring  licenses; 
and  they  have  the  distinct  regulatory 
advantage  of  being  able  to  provide 
customers  with  both  voice  and  data 
transmissions. 

What  about  new  competitors  in 
the  cellular  data  market.^  The  most 
important  are  the  national  radio  data 
networks,  Ardis  and  ram  Mobile 
Data,  which  have  been  operating 
commercially  since  1990  and  1991, 
respectively.  The  cellular  industry  is 
hard  at  work,  however,  trying  to 
overcome  that  head  start.  My  guess  is 
that  it  will  succeed,  if  only  because  at 
least  one  of  the  companies  behind 
the  effort  has  a  history  of  doing  what 
many  believed  was  impossible.  That 
company  is  McCaw. 

McCaw  is  the  principal  force  be- 
hind a  technology  known  as  "cellular 
digital  packet  data,"  which  is  being 
promoted  as  a  standard  method  for 
transmitting  data  over  cellular  phone 
networks.  Systems  built  around  the 
McCaw- backed  standard,  as  well  as 
those  based  on  the  alternative  packet- 
switching  technology  developed  by 
Cellular  Data  Inc.,  a  private  company, 
soon  will  be  able  to  send  data  reliably 
over  the  cellular  industry's  nation- 
wide web  of  nearly  8,000  transmit- 
ters. With  that  capability,  they  will  be 
reaching  95%  of  the  U.S.  population. 

Compared  with  Ardis  and  RAM,  the 
cellular  approaches  will  provide  sig- 
nificant advantages  in  the  size,  weight 
and  power  demands  of  subscriber 
equipment.  The  more  cells  in  a  net- 
work, the  lower  the  power  needed  to 
transmit  signals  by  mobile  devices; 
the  lower  the  power  requirement,  the 
lighter  the  user  equipment  can  be. 
The  cellular  infrastructure  has  six 
times  the  cell  density  of  Ardis,  the 
next-largest  network. 

Success  in  the  mobile  data  market 
will  require  an  unprecedented  degree 
of  cooperation  and  coordination, 
not  only  among  the  carriers  them- 
selves but  also  between  them  and  a 
multitude  of  hardware  manufactur- 


ers, technology  providers,  software 
developers  and  system  integrators. 
Such  cooperation  won't  be  easy:  The 
McCaw  camp,  although  it  appears  to 
be  yielding  a  set  of  uniform  standards 
on  schedule,  has  been  described  even 
by  consortium  members  as  nine  war- 
ring nations  trying  to  build  a  com- 
mon weapon. 

My  scenario  for  a  wireless  data 
boom  depends  on  several  assump- 
tions having  to  do  with  the  timely 
development  of  products  and  ser- 
vices: The  cellular  carriers  get  togeth- 
er to  build  a  coordinated  network  of 
transmitting  towers;  engineers  turn 
out  new,  miniature  radio  modems 
and  hand-held  personal  communica- 
tors; and,  most  important,  compel- 
ling applications  surface. 

What  might  some  of  those  applica- 
tions be?  Delivery  services  track  par- 
cels as  they  move  off"  delivery  trucks, 
feeding  data  back  to  a  mainframe  on 
the  other  side  of  the  country.  Rack 
jobbers  feed  orders  back  to  a  ware- 
house as  they  restock  a  retailer's 
shelves.  A  consultant  on  the  way  to 
the  airport  sends  E-mail  from  the  back 
of  a  taxicab.  A  copier  repairer  on  a  job 
site  downloads  a  parts  diagram  from  a 
faraway  database. 

Not  until  1996  or  1997  do  I  look 
for  a  wireless  data  network  that  is 
cheap  enough  and  easy  enough  to  use 
to  be  as  widely  accepted  as  cordless 
telephones  are  today.  Survivors  will 
thus  need  plenty  of  capital,  and 
McCaw  appeals  to  me  not  only  for  its 
wireless  vision  but  also  because  of  its 
ability  to  raise  money,  and  lots  of  it. 

Among  the  other  cellular  operators 
that  I  think  would  benefit  from  the 
wireless  data  trend  arc  Cellular  Inc., 
Century  Telephone  Enterprises,  Cen- 
tennial Cellular  and  Contel  Cellular. 

Other  companies  worth  watching  in 
die  wireless  data  area:  Qualcomm  and- 
two  private  firms,  ComStream  and  Pa- 
cific Communications  Sciences.  Qual- 
comm, which  sells  a  satellite  tracking 
and  message  system  to  trucking  com- 
panies, has  developed  one  of  two  rival 
digital  techniques  for  improving  the 
capacity  and  quality  of  cellular  tele- 
phone calls.  Pacific  Communications 
developed  the  other  technique  and  is 
also  working  closely  with  the  (>cllular 
Digital    Packet    Data    group.    Com 
Stream  provides  equipment  for  wire 
less  delivery  of  news.  ■■ 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

WithBTs  Global  Network  Services,  You're  Always  in  Touch. 


Going  Further.  Global 
operations  can  bring  new  chal- 
lenges— cultural,  technical, 
practical.  But  BT™  makes  it 
smoother  and  smipler,  because 
we've  been  there.  We  are  there. 
Our  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BTs  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
future-proof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  Further,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 
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Going  Further  Staying  Closer 


GLOBAL  NETWORK  SERVICES -''.  FRAME  RELAY,  VIDEOCONFERENCING,  EDI,  ELECTRONIC  TRANSACTION  SERVICES,  MESSAGING, 
FINANCIAL  TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(pRDIA^". 
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Biotechs: 
keep  the  faith 
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Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


As  I  LOOK  BACK  on  my  13  columns 
that  appeared  in  the  past  12  months, 
the  bottom  line  is positi\e  e\en  though 
1  looked  prettx'  bad  on  a  few  occasions. 
If  \ou  had  bought  a  fixed  dollar 
amount  of  each  recommendation 
(some  stocks  were  suggested  twice), 
you  would  show  a  35%  gain  for  the  12 
months  fi-om  Dec.  9,  1991  through 
Dec.  8,  1992.  The  S&P,  by  contrast,  is 
up  19%,  dividends  included. 

The  biggest  winner  was  SynOptics 
Communications,  a  stock  recom- 
mended on  Dec.  9, 1991  at  a  price  of 
16.  It  has  better  than  quadrupled,  to 
72%.  The  worst  pick  was  Spectran, 
also  in  computer  communications,  a 
group  that  was  the  year's  best  in  the 
technolog)'  sector.  The  stock  was  20 
then;  it  ended  up  at  10¥4. 

1  recommended  Spectran  on  Mar. 
30,  arguing  that  because  of  a  patent 
umbrella  competition  was  restricted. 
But  restricted  competition  doesn't 
help  much  \\hen  sales  growth  slows. 

Should  you  take  your  loss  in  Spec- 
tran if  you  own  it?  Michael  Shonstrom 
of  C.L.  King  in  Albany  this  fall  cut  his 
estimate  for  Spectran's  1992  earnings 
from  85  cents  a  share  to  55  cents. 
Why.-  His  cut  reflected  an  expected 
change  in  accounting  methods  at 
Spectran,  but,  he  adds,  supply  in  mul- 
timode  fiber-optic  cable  has  caught 
up  with  demand.  Shonstrom  none- 
theless rates  the  stock  a  strong  bu\- 
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below  10.  Perhaps  it  is,  but  I  think  we 
can  recover  the  loss  faster  in  some 
other  stock.  Sell  it  and  take  the  loss. 

WTiere  else  did  1  go  wrong?  Of  the 
seven  positions  showing  losses,  five 
are  biotechs.  (Interferon  Sciences 
broke  even  without  commission.)  1 
recommended  buying  or  adding  to 
positions  in  biotech  stocks  in  Febru- 
an-,  commenting:  "This  bubble,  we 
are  told,  must  pop  .  .  .  but  1  cannot 
agree  that  the  time  is  nigh."  Well, 
wrong.  The  time  was  indeed  nigh,  but 
at  least  1  got  in  on  the  way  dow  n  and  on 
the  wa\'  back  up  rather  than  at  the  top. 

Biotech  prices  this  year  traced  a 
letter  "N"  turned  slightly  clockwise. 
After  a  long  bitter  descent,  the  biotech 
and  medical  device  positions  in  this 
table  are  up  3.4%.  Strong  gains  from 
the  July  and  August  purchases  of  t\\o 
additional  biotechs,  Vestar  and  Gilead 
Sciences,  offset  losses  for  stocks 
bought  at  high  prices  in  Februan-.  In 
pri\ate  accounts  1  manage  1  accumu- 
lated Biogen,  after  it  sold  down,  at 
prices  near  29.  It  was  45V&  on  Dec.  8. 
The  other  biotech  majors — .-Vmgen, 
Chiron,  Genz^me  and  Immunex— 
are  also  stocks  to  accumulate  on  weak- 
ness. M\'  advice  for  all  four:  Keep  the 
faith  and  a\erage  down. 

Lowrance  Electronics  is  a  low- 
priced  stock  I  would  keep  on  fijnda- 
mentals.  A  leisure-oriented  company 
that  sells  electronics  to  fishermen,  it 
should  benefit  from  recession's  end. 

It  is  a  common  approach  in  reevalu- 
ating a  portfolio  to  sell  the  extremes 
and  bu\'  the  mean;  har\'est  profits  at 
the  top  of  the  list,  cut  losses  at  the 
bottom  and  hold  the  rest.  You  might, 
for  instance,  sell  half  of  your  positions 
in  winners  SynOptics  and  Cisco,  and 
all  of  your  Spectran.  Redeploy  the 
money  near  the  middle  of  the  list, 
particularly  among  the  semiconduc- 
tor stocks:  Fxar,  Xilinx  and  Lattice. 

In  measuring  my  performance  in 
this  column,  I  tried  to  be  tough  on 
mvself.  For  starting  prices  I  used  the 
numbers    quoted    in    the    column; 


where  no  price  was  mentioned,  I  used 
the  closing  bid  on  the  folio  date  of  the 
issue.  Not  counted  in  the  a\erage:  the 
53  companies  1  mentioned  but  did 
not  recommend  for  purchase. 

In  calculating  the  performance  of 
this  column  1  added  1%  to  starting 
prices  as  an  estimated  one-way  com- 
mission cost.  1  recommended  four 
stocks  t\vice — Chiron,  Genzyme,  Cis- 
co Systems  and  Am  gen — and  so  en- 
tered them  twice  in  the  table.  Cisco 
gained;  the  other  three  lost. 

1  am  pleased  this  exercise  in  self- 
evaluation  turned  out  as  well  as  it  did. 
Makes  me  a  bit  nenous,  though. 
There  is  certainly  no  guarantee  that  I 
will  do  as  well  in  1993.  ^M 


Technology  track 

Pick 

Date' 

Gain/loss^ 

SynOptics 

12/9/91 

350.2% 

Cisco 

12/9/91 

172.3 

Cisco 

1/6/92 

102.1 

Cirrus 

5/25/92 

95.3 

Wellfleet 

1/6/92 

89.7 

Vestar 

7/20/92 

73.3 

Xilinx 

11/9/92 

34.7 

Gilead 

8/17/92 

34.1 

LDDS 

6/22/92 

28.0 

Deirina 

3/2/92 

25.9 

Exar 

03/2/92 

22.6 

Hogan 

9/14/92 

21.6 

Lattice 

11/9/92 

13.2 

Chipcom 

3/30/92 

7.1 

Biogen 

2/3/92 

6.4 

Medtronic 

10/12/92 

5.0 

Digicon 

4/27/92 

4.7 

Genzyme 

1/6/92 

2.3 

Amgen 

1/6/92 

-0,2 

Interferon  Sci 

7/20/92 

-1.0 

Amgen 

2/3/92 

-2.3 

Chiron 

1/6/92 

-10.1 

Chiron 

2/3/92 

-13.2 

Lowrance 

4/27/92 

-16.6 

Immunex 

2/3/92 

^26.8 

Genzyme 

2/3/92 

-26.9 

Spectran 

3/30/92 

-46.8 

Average 

35.0 

'Forbes  issue. 

Wter  commission. 
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Science  and  technology  stock 
recommendations  for  the 
past  12  months  gained  35%. 
Should  some  be  sold  now? 
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What  will  the  world  be  like 
five,  ten,  twenty,  even 
fifty  years  from  now... See 
for  yourself  in  OMNI. 

Only  OMNI  brings  you  immi- 
nent breakthroughs  and  discov- 
eries that  will  have  a  dramatic 
impact  on  your  career,  your 
investments,  your  life!  The  one 
place,  where  every  month, 
you'll  get  tl^e  latest  news  from 
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the  worlds  of  science,  technol- 
ogy and  innovation.  Plus,  let 
your  imagination  take  off  with 
the  best  in  original  science 
fiction. 

From  the  far  flung  reaches 
of  space  to  the  realm  of  your 
innermost  thoughts  and 
aspirations,  let  OIVINI  propel 
you  straight  into  the  future. 
Subscribe  today! 
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After  a  decade  of  30%  annual  increases 
baseball  cards  are  collapsing. 

Honus  Wagner 
strikes  out 


By  Christie  Brown 

"It  was  all  a  house  of  cards,  totally 
fabricated,"  says  Lew  Lipset,  a  veter- 
an New  York  baseball  card  dealer. 
"There  was  no  economic  justification 
for  anything."  For  years,  skeptics 
have  been  saying  that  baseball  cards 
were  a  sucker  bet  for  investors.  The 
skeptics  were  right. 

Let's  look  at  some  recent  examples 
of  what  has  happened  to  prices  for 
newer  cards.  In  the  past  18  months 
the  1986  Jose  Canseco  card  by  Don- 
russ  has  dropped  from  $130  to  $60; 
the  1980  Rickey  Henderson  card  by 
Topps  has  fallen  from  $200  to  $125; 
and  the  1984  Don  Mattingly  by  Don- 
russ  dropped  from  $80  to  $45. 

Complete  sets  of  new  cards  are  in 
the  tank,  too.  Upper  Deck's  1989  set 
(800  cards)  originally  sold  for  $45.  It 
rose  to  $250  in  1991  and  is  down  to 
$140  today.  The  1992  Fleer  set  called 
Rookie  Sensations  (20  cards)  has  al- 
ready fallen  in  price — from  $375  to 
under  $200. 

Prices  for  many  of  the  pre- 1980 
cards,  which  are  generally  more  ex- 
pensive and  far  fewer  in  number,  are 
also  weakening.  One  of  the  largest 
mail-order  dealers,  Kit  Young  of  San 
Diego,  has  recently  marked  down 
some  1940s  and  1950s  cards  by  20%. 

Vintage  baseball  card  broker  Alan 
Rosen,  alias  Mr.  Mint,  insists  that 
prices  have  firmed  recently,  but  he 
admits  that  his  business  is  down  15% 
for  the  last  three  months.  It's  worth 
noting  that  in  12  years  of  dealing, 
Rosen  has  rarely  bought  a  card  for  his 
own  inventory.  "If  and  when  the 
music  stops,  I  want  to  be  caught 
sitting  down,"  says  Rosen. 

The  music  seems  to  have  stopped, 
and  no  mystery  why.  Supply  simply 
overwhelmed  demand,  especially  at 
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Barry  Halper  owns  the  world's  largest  collection  of  cards  and  memorabilia 
Estimates  his  cards  liave  dropped  15%  to  20%  this  year. 
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the  lower  end  of  the  market  (Forbes, 
Dec.  21,  1992). 

For  over  a  decade,  baseball  cards 
had  been  on  a  dizzying  climb.  The 
bubble  started  to  form  at  the  first 
national  baseball  card  convention,  in 
Los  Angeles  in  1980,  which  drew 
collectors  out  of  the  woodwork. 
Prices  for  many  old  cards  of  greats  like 
Willie  Mays,  Ty  Cobb  and  Hank  Aar- 
on, which  had  been  selling  for  under 
$50  each,  tripled  in  just  two  years. 

After  the  1987  stock  market  crash, 
baseball  cards  began  to  look  awfially 
solid  to  a  lot  of  hammered  specula- 
tors. Hype  in  the  popular 
press  helped.  In  1988,  for 
example.  Money  mzg^zinc 
touted  sample  portfolios 
of  cards  that  had  shown 
average  annual  apprecia- 
tion of  more  than  40%  in 
the  80's.  Such  hype 
helped  suck  people  in  at 
the  top  of  the  market. 

What's  surprising  is 
that  the  drop  didn't  hap- 
pen sooner.  Most  other 
collectibles  took  a  bath 
starting  with  the  recession 
in  1990.  One  reason  cards 
didn't  sag:  Price  guides 
kept  alive  the  fiction  that 
values  were  still  rising. 

There  are  15  monthly 
price  guides,  the  largest  of 
which  is  Beckett  Baseball 
Card  Monthly  {pidd  circu- 
lation of  over  900,000). 
How  reliable  are  they? 
Not  very.  "The  price 
guides  are  a  farce,"  scoffs 
New  York  dealer  Lipset. 
"They  are  in  competition 
with  each  other,  and  the 
perception  is  the  one  that 
shows  the  highest  prices  is 
going  to  sell  the  most." 
For  example,  Houston 
collector  and  investment 
banker  Jerry  Griggs  has 
found  many  of  his  cards 
for  one -half  the  guide 
price. 

Serious  collectors  use 
the  guides  only  as  rough 
indicators.  Dr.  Herbert 
Kadison,  a  radiologist  in 
Kansas,  and  his  11 -year- 
old  son,  Cameron,  have 
bought     about     50,000 


cards  in  the  last  three  years.  Most  were 
bought  for  about  20%  less  than 
quoted  in  Beckett's — and  one — a  mint 
condition  1952  Topps  Mickey  Man- 
tle rookie  card — Kadison  got  for 
$12,500  in  1990  although  die  list 
price  was  $25,000. 

The  most  highly  prized  of  all  base- 
ball cards  is  that  of  Pittsburgh  Pirates 
great  Honus  Wagner,  printed  in 
1910.  One  of  the  handftil  of  surviving 
cards  brought  a  record  $451,000  in 
1991  at  Sotheby's. 

But  that  was  then.  Following  that 
auction,  another  collector  decided  to 
see  what  one  of  his  two  Honus  Wag- 
ner cards  would  fetch  on  the  open 


LEFT:  Herbert  Kadison 
and  son  Cameron 
ABOVE:  Clemente, 
Mantle  and  Maris 
From  their  collection. 


market.  The  collector  was 
Barry  Halper,  a  limited 
partner  in  the  New  York 
Yankees  and  owner  of  the 
largest  private  collection  of 
baseball  cards  and  memora- 
bilia in  the  world. 

This  Honus  Wagner  was 
not  in  the  best  condition, 
but  it  is  thought  to  be 
unique.  It  is  part  of  a  strip  of 
cards  featuring  other  great 
players  of  the  time — Chica- 
go Cubs  pitcher  Mordecai 
Brown,  Boston  Braves 
catcher  Frank  Bowerman, 
Cleveland  Indians  pitcher 
Cy  Young  and  Cubs  catch- 
er Johnny  Kling. 
Halper  let  dealer  Rosen,  Mr.  Mint, 
shop  the  strip  at  shows  around  the 
country.  Asking  price:  $2  million. 
The  best  offer  Rosen  could  get  was 
$200,000.  Halper  s'ill  has  the  strip. 

In  October  1992,  Christie's  of- 
fered for  auction  a  Wagner  card  listed 
in  good  to  very  good  condition.  It  was 
expected  to  fetch  $125,000  but  was 
bought  in  at  $70,000. 

Add  to  falling  prices  the  growing 
problem  of  fakes,  counterfeits  and 
altered  cards,  and  it's  clear  that  invest- 
ing in  baseball  cards  and  memorabilia 
has  seen  its  best  days. 

Radiologist  Kadison,  however,  still 
loves  the  stuff.  His  favorites  are  older 


Forbes  ■  January  4,  1993 


267 


:^ 


r't!' 


:m^:imn- 


^  f  *uiitifsiiJttk't 


• 


Smithsoni 

From  Marbles  to  Matisse,  Smithsonian's  diverse  editor! 
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Smithsonian  Magazine,  it's  Everything. 


I  Thinking  of  getting  a  fax  machine 
I  for  your  home?  Here's  a  smarter  way. 

Gomputerfax 


Halper's  1910  Honus  Wagner  strip 
Asking:  $2  million;  offered:  $200,000. 


cards,  dating  back  to  1952,  while  son 
Cameron  specializes  in  newer  cards — 
including  450  different  versions  of 
Baltimore  shortstop  Cal  Ripken. 

Barry  Halper,  now  53,  who  started 
collecting  at  age  8,  is  also  staying  in 
the  game.  Spread  out  over  eight 
rooms  in  his  New  Jersey  home  are 
more  than  3,000  autographed  base- 
balls, 964  uniforms,  ever\'  All-Star 
game  program,  hundreds  of  gloves, 
bats,  caps,  press  pins.  Babe  Ruth's 
1932  contract  and  over  1  million 
baseball  cards.  His  cards  include  every 
complete  card  set  ever  issued,  and 
even  the  ver\'  first  card — the  first  pro- 
fessional baseball  team,  the  1869  Cin- 
cinnati Red  Stockings. 

Halper  started  collecting  in  1948, 
when  he  bought  a  penny  pack  of  cards 
every  day  in  Newark,  N.J.  He  aug- 
mented his  collection  by  pitching 
cards  with  his  classmates.  "Whoever 
got  closest  to  the  wall  won  all  the 
cards,"  he  recalls. 

The  most  Halper  has  ever  spent  on 
memorabilia  was  $17,000  in  1987  for 
Casey  Stengel's  Hall  of  Fame  ring. 
And  for  a  card,  his  highest  price  was 
$15,000  in  1970  for  the  battered 
1910  strip  of  five  players  that  includes 
Honus  Wagner. 

"1  estimate  my  card  collection  is 
down  about  15%  to  20%  since  last 
year.  I  think  the  market  will  eventually 
come  back  up,"  Halper  says,  "but  if  it 
doesn't,  I  didn't  collect  to  sell  the 
cards,  1  collected  to  enjoy  them."  In 
1994  he  hopes  to  tour  his  collection 
around  the  country  for  two  years. 

The  moral  is  very  clear:  Collect  for 
enjoyment,  not  for  investment  or 
speculation.  Hi 
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By  David  C.  Churbuck 

Good-quality  fax  machines  are  now 
selling  for  as  litde  as  $300.  But  if 
you're  thinking  of  buying  a  fax  ma- 
chine for  your  home,  why  not  consid- 
er a  personal  computer  fax.^  A  PC  fax 
can  be  a  lot  cheaper  and  more  efficient 
than  a  stand-alone,  hard-copy  ma- 
chine— especially  if  you  write  your 
faxes  on  a  computer  to  begin  with. 

The  notion  of  embedding  a  fax 
machine  into  a  personal  computer  has 
been  around  for  years.  An  early  ver- 
sion, introduced  in  1985  to  much 
fanfare,  proved  a  disappointment, 
however.  It  was  before  its  time,  ac- 
cording to  Gerald  Brodsky,  president 
of  the  American  Facsimile  Association 
in  Philadelphia. 

But  the  kinks  have  been  ironed  out 
of  the  the  new  crop  of  combination 
fax/modems.  These  computer  add- 
ons won't  break  anyone's  budget; 
prices  range  fi-om  about  $130  for  a 


bare -bones  system  to  about  $600  for 
the  faster,  more  sophisticated  devices 
(see  table).  (Note:  These  are  suggest- 
ed retail  prices;  street  prices  are  often 
much  lower.)  Fax/modems  are  avail- 
able for  Apple  and  other  t)'pcs  of 
computers,  as  well  as  for  IBM  and  its 
compatibles. 

The  Cadillac  of  fax/modems  is  the 
Intel  SatisFAXtion  Modem/400 
(price,  $499).  Forbes  tested  one  for  a 
month,  replacing  a  hard  copy  fax  ma- 
chine that  had  served  faithfiilly  for 
four  years.  Our  conclusion:  It  was 
great.  We'd  never  go  back  to  paper. 

The  SatisFAXtion  and  other  sys- 
tems like  it  combine  the  fiinctions  of  a 
high-speed  data  modem  with  those  of 
a  fax  machine.  They  come  in  two 
versions:  an  external  box  the  size  of  a 
paperback  or  an  internal  expansion 
board  that  fits  inside  a  re;.  The  internal 
board  is  generally  cheaper  than  the 


A  fax/modem  shopper 

Model 

Price 

Software 

Phone 

source 

Sportster  14,400  Fax 

$549 

Blast  Fax  PC1.02 

800-342-5877 

U.S.  Robotics 

SatisFAXtion  Modem/400 

499 

SatisFAXtion 

800-538-3373 

Intel 

ZoomVFX 

449 

MTEZ  with  ExpressFax 

617-423-1072 

Zoom  Telephonies 

Pocket  FAX/Modem 

249 

MTEZ  with  ExpressFax 

801-272-6000 

Megahertz 

Eagle  9600 

200 

WinFax  and  DosFax 

800-Prodigy 

Prodigy  Services 

96241 

130 

QuickLink  II 

800-677-9781 

Treasure  Chest  Peripherals 

A  sampler  of  fax  modems  for  personal  computers. 
Listed  prices  are  suggested  retail. 
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external  box.  (Technical  note:  To  get 
maximum  use  out  of  a  PC  fax,  you 
should  have  a  fairly  powerful  desktop 
computer  with  at  least  4  megabytes  of 
memory  and  1 0  megabytes  of  open 
hard  disk  space.  A  faxed  document  is 
essentially  a  picture  of  a  paper  docu- 
ment— white  space  and  all — and  pic- 
tures require  much  more  storage 
space  than  an  ordinary  text  or  spread- 
sheet file.) 

External  models  like  the  Eagle 
9600  (available  from  Prodigy,  $200) 
simply  plug  into  your  computer  and 
phone  jack;  internal  boards  are  a  bit 
trickier.  While  the  thought  of  tinker- 
ing with  the  hardware  under  the  hood 
of  your  PC  might  be  daunting,  instal- 
lation of  an  internal  PC  fax/modem  is 
less  complicated  than  programming  a 


will  do  the  rest. 

You'll  know  when  you  have  incom- 
ing fax  mail  when  you  hear  a  beep,  or 
there  is  a  flashing  icon  on  the  screen. 
You  can  view  a  fax  on  your  screen,  or 
tell  your  computer  to  print  it  out  on 
your  laser  printer.  (Another  technical 
note:  Since  the  fax  is  actually  a  picture 
of  a  document,  you'll  need  a  laser 
printer,  ideally  with  2  megabytes  of 
memory,  to  get  a  high-quality  hard 
copy  of  sketches,  blueprints,  maps, 
charts  and  the  like.  But  faxes  contain- 
ing spreadsheets  or  just  text  can  be 
adequately  printed  out  on  ink-jet  or 
dot-matrix  printers.) 

There  are  several  off-the-shelf  soft:- 
ware  programs  that  will  control  all 
operations  of  the  fax  modem.  For 
example,  some  programs  can  even 


Turning  your 
computer  screen 
into  a  blank 
fax  sheet 
Create  your 
message, 
hit  a  button 
and  the  fax 
is  on  its  way. 


VCR.  The  hardware  consists  of  an  ex- 
pansion board  containing  a  set  of 
microchips;  the  internal  board  is 
about  4  inches  by  9  inches  and  is  V2- 
inch  thick.  It  snaps  into  one  of  the 
empty  expansion  slots  inside  most 
personal  computers.  Once  the  expan- 
sion board  is  inserted  in  the  comput- 
er, a  wire  from  the  board  is  plugged 
into  a  phone  jack. 

Installing  the  necessary  software 
takes  only  a  few  minutes.  Simply  fol- 
low the  step-by-step,  on-screen  in- 
structions and  you're  in  business.  All 
you  need  now  to  send  faxes  to  any- 
one— whether  to  a  hard-copy  fax  ma- 
chine or  a  PC  fax — is  the  fax  number. 
You  can 'even  store  a  directory  of 
frequendy  used  numbers,  so  you 
don't  have  to  punch  them  in  every 
time  you  send  faxes.  Just  type  in  the 
recipient's  name,  and  the  computer 


convert  a  received  fax  into  a  file  that 
you  can  edit  on  most  popular  word 
processing  programs.  Thus  it's  possi- 
ble to  read,  edit  and  otherwise  tinker 
with  faxes  on  your  computer  screen 
and  then  send  them  on  without  ever 
having  a  hard  copy.  Two  of  the  more 
popular  text  conversion  programs  for 
Windows  are  Intel's  FAXability  Plus 
OCR  ($249)  and  Calera  Recognition 
Systems'  FAXGrabber  ($89). 

You  can  also  transform  a  "dumb" 
document  into  something  your  com- 
puter can  store  and  retrieve  from 
memory,  just  like  any  other  file.  For 
example,  you  might  want  to  store  an 
important  price  list  of,  say,  19th-cen- 
tur}'  American  stamps  that  has  been 
faxed  to  you.  Once  it  is  converted  into 
an  electronic  file,  the  faxed  price  list 
can  be  retrieved,  changed  and  updat- 
ed direcdy  on  the  computer  screen. 


Another  advantage  is  the  built-in 
data  modem.  The  more  expensive 
models  come  equipped  with  very 
powerful  modems  that  can  transmit 
and  receive  data  up  to  24  times  faster 
than  the  garden- variety  modem.  For 
example,  to  send  a  fijU  page  of  single- 
space  electronic  mail  would  take  over 
30  seconds  with  an  old-fashioned 
modem.  But  the  high-speed  modems 
that  come  with  the  new  fax  kits  can 
handle  the  same  transmission  in  3 
seconds  or  less. 

And  remember  this:  If  you  need  to 
send  your  fax  or  faxes  to  a  number  of 
places,  you  can  do  so  with  a  few 
keystrokes  or  mouse  clicks,  as  long  as 
you  have  already  recorded  the  recip- 
ients' fax  numbers  on  your  PC.  You 
don't  have  to  sit  there  waiting  for 
pages  to  be  swallowed  by  the  standard 
fax  machine  and  then  have  to  resend 
them  over  and  over  until  you  achieve  a 
successfijl  transmission.  With  the  new 
fax/modems,  the  machine  does  the 
tedious  work. 

Any  drawbacks  to  the  new  genera- 
tion of  computerized  faxes?  The  big- 
gest is  that  you  cannot  transmit  any- 
thing that  is  not  created  within  a 
computer.  Want  to  send  that  newspa- 
per clipping  to  a  colleague  in  your 
Milwaukee  office,  or  your  child's  lat- 
est drawing  to  grandma  in  Seattle? 
You're  out  of  luck  unless  you  get  an 
optical  scanner  to  digitize  the  image 
and  feed  it  into  the  computer's  mem- 
ory. Such  scanners  cost  anywhere 
from  $150  to  well  over  $500. 

In  offices,  one  beauty  of  a  tradition- 
al stand-alone  hard-copy  fax  machine 
is  that  it  can  be  shared  (and  cursed)  by 
several  people.  But  Intel  and  others 
now  offer  a  networked  version  of  the 
personal  computer  fax.  It  uses  one 
phone  line  and  distributes  received 
faxes  over  a  local  area  network  (LAN). 
So,  for  example,  the  boss  could  send  a 
fax  from  afar  to  aryone,  or  everyone, 
whose  computer  is  linked  over  the 
local  network. 

For  all  these  reasons,  more  and 
more  consumers  will  likely  start  send- 
ing their  faxes  by  computer.  In  fact, 
Janet  Fugazzotto,  senior  market  ana- 
lyst in  image  communications  systems 
for  the  Norwell,  Mass.  market  re- 
search firm  BIS  Strategic  Decisions, 
predicts  sales  of  PC  fax  modems  will 
soon  overtake  those  of  traditional  fax 
machines  in  the  office.  ^M 
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College  bound 


Canton,  Ohio's  Dicbold  Inc.  moves 
with  the  times.  Founded  in  1859  to 
manufacture  bank  safes  (still  around 
20%  of  its  $500  million  of  revenues), 
Diebold  in  the  late  1960s  began  mak- 
ing automated  teller  machines  and 
today  controls  better  than  40%  of  the 
worldwide  market  for  ATMs.  But  now 
Robert  Mahoney,  55,  worries  that 
ATMS,  too,  are  a  maturing  business. 
To  maintain  Diebold's  double-digit 
earnings  growth,  Mahoney  is  posi- 
tioning his  company  in  what  he  be- 
lieves will  be  a  major  new  business: 
campus  securit)'. 

Since  August,  Mahoney  has  signed 
up  a  half-dozen  big  schools — includ- 
ing Oklahoma  State,  Florida  State 
and  the  University  of  Illinois — for  his 
new  magnetic-strip  student  ID  card 
venture.  Called  Card  One,  the  system 
provides  access  to  dormitories,  athlet- 
ic events,  libraries  and  cafeterias.  The 
card  can  be  programmed  to  restrict 
access  to  specific  areas — the  adminis- 
tration building,  for  example,  or  the 
chemistrx^  labs. 

But  Card  One  is  more  than  a  smart 
key.  Building  on  Diebold's  strength 
in  money  transfers,  the  card  will  also 
let  students  charge  purchases  at  the 
bookstore,  pay  for  a  load  of  laundry, 
buy  snacks  from  a  candy  machine  or 
get  cash  from  an  ATM.  Diebold  makes 
its  money  selling  the  hardware  and 
software,  as  well  as  from  long-term 
service  contracts. 

Recently  trading  on  the  New  York 
Stock  Exchange  at  59  a  share.  Die- 
bold  sells  at  19  times  estimated  1992 
earnings  of  $3  a  share.  But  the  stock 
may  be  a  bargain.  Mahoney,  who  was 
born  in  Brooklyn  and  educated  at 
Villano^'a  Universit}',  envisions  mar- 
keting his  Card  One  systems  to  air- 
ports, hospitals  and  even  penitentia- 
ries. "This,"  he  predicts,  "will  be 
bigger  than  ATMs." 

-Christopher  Palmeri 

"A  recipe  for  terror" 

David  Hhnslhy,  director  of  business 
forecasting  at  the  University  of  Cali- 
fornia at  Los  Angeles,  was  scoffed  at 
by  his  peers  when  he  warned  in  1989 
that  California's  economy  was  on  the 
verge  of  trouble.  Then  only  30,  Hens- 
ley  cited  the  lack  of  affordable  hous- 
ing, traffic  congestion,  the  end  of  the 


Diebold  Chairman  Robert  Mahoney 
Will  Card  One  be  the  key 
to  another  era  of  growth? 


defense  buildup  and  an  abundance  of 
state  environmental  regulations  to 
predict  that  the  state  econoni)'  would 
slow  over  the  next  several  years. 

The  peers  are  no  longer  scoffing. 
Today  California  is  in  its  third  year  of 
recession.  His  pessimism  fully  vindi- 
cated, Hensley  now  draws  as  many  as 
400  investors,  business  leaders  and 
government  officials  to  his  quarterly 
California  economic  forecast  confer- 
ences on  the  uc;i.A  campus.  The  uni- 
versity charges  each  attendee  between 
$175  and  $225  per  session. 

Hensley  is  still  bearish  on  the  state's 
prospects.  "By  my  reckoning,  Cali- 
fornia has  not  even  come  close  to 
hitting  bottom,"  he  says,  predicting 
another  year  of  sluggish  home  sales, 
more  layoffs  in  the  aerospace  industry' 
and  rising  nonperforming  loans  at  the 
state's  banks  and  savings  and  loans. 
Hensley's  biggest  concern  is  that 
California  home  prices  will  drop  fur- 
ther. Prices  on  high-end  homes  have 
fallen  as  much  as  40%;  Hensley  esti- 
mates the  overall  decline  at  15%.  If 
prices  continue  to  erode,  Hensley  says 
consumer  spending  will  continue  to 


Economist  David  Hensley 
"California  has  not  even  come 
close  to  hitting  bottom." 


fall,  bank  foreclosures  will  rise  and  the 
number  of  people  fleeing  the  state  will 
rise  to  exodus  proportions. 

"People's  expectations  about  the 
C>alifornia  economy  and  their  em 
plovers'  commitment  to  them  ha\c 
already  been  radically  downgraded," 
he  says.  "If  you  add  declining  home 
prices  to  that  equation,  you'\e  got  a 
recipe  for  terror  among  home 
owners."      -John  H.  Taylor     bi 
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Celebrate!  Midwest . . . 

•  a  24-page  full  color  supplement  to  weekly 
community  newspapers      « 

•covering  every  major  metrt 
suburban  area  in  the  Midwest 

•  a  strong  circulation  with  significant       i 
purchasing  power  ^ 

•  distinctive  advertising  positioning— only 
12  pages  of  advertising  per  issue 

•  three-week  dosing  schedule 


» bi-weekly  frequency-^  publication  that 
stays  in  the  home 

top  magazine  quality  design 

dynamic  family-oriented  content:  events, 
places,  food,  health,  parenting,  humor, 
gardening,  sports,  profiles,  famous  authors, 
and  more ... 

•Call  1-800-866-5432  to  discuss  advertising 
opportunities  or  to  reserve  space. 
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CO  the  worn  is 
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news  tettens. 


For  news  coverage  that  goes  from  A  to  Z,  the  most  important  letters  in 

the  alphabet  are  NPR.  Tune  to  Morning  Edition  with  Bob  Edwards, 

All  Things  Considered,  and  Weekend  Edition.  Together,  they  make  I^fPR 

the  most  important  news  letters  in  America.  For  the  NPR  station  near 

you,  call  National  Public  Radio  at  202-822-2323. 

Moming  Edition,  All  Things  Considered 
and  Weekend  Edition  fiom  NPR 

Moming  Edition.  All  Things  Considered.Weekend  Edition  and  NPR  are  registered  trademarks  of  National  Public  Radio. 
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THE  FOBBES/BABRA  WALL  STREET  REVIEW 


BY  ER  C  S.  HARDY 


I  A  third  of  the  way  through  Decem- 
I  ber,  the  Barra  All-US  index  shows  a 
1992  total  return  (capital  apprecia- 
tion plus  dividends)  of  8%.  Much  of 
tills  gain  came  from  a  year-end  rally  in 
two  of  the  year's  lackluster  market 
sectors,  health  care  and  technology. 
Six  of  the  ten  best-performing  stocks 
for  the  two- week  period  ended  Dec. 
10  are  in  one  of  these  two  sectors. 

Market  analyst  Joseph  Battipaglia 
of  Gruntal  &  Co.  expects  the  U.S. 
economy  to  grow  slowly  next  year 
while  inflation  remains  low.  On  bal- 
ance, that's  good,  he  says:  "Low  infla- 
tion means  more  value  and  buying 
power  for  a  dollar's  worth  of  profits  or 
dividend  income." 

Some  of  the  companies  that  Batti- 
paglia is  now  buying  make  computer 
chips — ^Advanced  Micro  Devices  and 
LSI  Logic,  for  example — or  develop 
specialty  computer  software.  Batti- 
paglia's  two  favorites  in  the  latter 
group  are  Novell  and  Oracle  Systems. 


Special  focus 


Here's  a  sneak  preview  of  how  the  ten 
largest  equity  funds  (stock  or  balanced 
stock  and  bond)  are  likely  to  finish  1992.  As 
of  the  second  week  in  December,  the  best- 
performing  big  fund  was  Fidelity  Puritan, 
with  a  total  return  of  1 3.5%.  Fidelit)'  Magel- 
lan, the  largest  stock  fund,  lags  behind  the 
market's  single-digit  total  return. 


The  biggest  funds 

i 

msamm 

Fund 

Assets 
($bil) 

Total  , 
return  1 

Fidelity  Magellan 

$21.2 

5.2% 

Investment  Co  of  Am 

14.2 

6.0    i 

Wash  Mutual  Investors 

9.5 

8.2 

Vanguard  Windsor  Fund    8.2 

13.4 

Vanguard  lndex-500 

6.0 

6.8    . 

Income  Fund  of  Am 

5.8 

9.8 

Fidelity  Puritan  Fund 

5.6 

13.5 

AIM  Weingarten 

5.2 

-1.4 

Vanguard  Wellington 

5.2 

7.1 

Janus  Fund 

5.0 

5.5 

Source:  Micropal. 

The  overall  market 
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The  Barra  All-US  index  as  of  12/10/92: 

Market  value:  $4,309.3  billion 

P/E:  26.0 

P/E  minus  negative  EPS:  18.1 

Price/book:  2.4 

Yield:  2.6% 


12-month  closeup 

■  Barra  index 

■  200  day  movint  averaje 
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Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index' 

SKP/Barra  Value  index^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE' 

CRB  index'' 

Gold' 

Yen5(per$U.S.) 

Oil' 


2-week  change 


1.2% 

0.8 

1.9 

1.4 

1.3 

1.2 

1.6 
-0.1 

1.4 
-0.9 

0.0 

0.3 
-6.9 


%  change  from 

1  year  ago 

5-year  high      1 

14.4  % 

-0.6%     i; 

15.3 

-0.6         1 

18.9 

-0.4         1 

14.4 

-3.0         1 

14.0 

-0.5         1 

13.6 

-0.5         1 

22.9 

-^■^         1 

7.2 

-6.3         1 

-7.7 

-28.9         1 

-4.3 

-26.0         1 

-9.0 

-33.6         1 

-4.1 

-24.3         1 

-3.3 

-54.2         1 

The  best  and  worst  performing  stocks^ 


Best 

Price 

2-week 
change 

1992 
EPS' 

Worst 

Price 

2-week 
change 

1992 
EPS' 

First  Pacific  Networks 

10  1/8 

65% 

NA 

SPI  Pharmaceuticals 

12 

-33% 

NA 

Alph  1  Biomedicals 

16 

45 

NA 

Tuboscope  Vetco  IntI 

55/8 

-27 

$0.24 

Colonial  Cos 

373/4 

41 

$2.46 

Somatogen 

171/2 

-27 

-2.45' 

Coachmen  Inds 

I6V4 

41 

0.25 

Fllene's  Basement 
Tuesday  Morning 

171/4 

93/4 

-22 

-20 

0.90 

Boston  Technology 

111/8 

40 

0.13 

0,80 

1    The  best  and  worst  performing  industry  factors'"                               1 

2-week 
Best                                  change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Aluminum                             7.7% 

-1.8% 

Photographic,  optical 

-5.0% 
-4.6 

1.6% 
-11.1 

Motor  vehicles                      7.6 

53.9 

Oilfield  services 

Precious  metals                    6.5 

-12.4 

Forest  products 
Leisure, luxury 

-3.9 
-2.5 

67.8 
32.9 
16.9 

Misc  mining,  metals                4.8 

6.8 
20.2 

Real  estate                           4.1 

Cosmetics                         -2.4 

Note:  Data  for  period  ending  12/10/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth.  ^  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures.  ^  Knight-Ridder  Financial 
Information.  'During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  *  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proport.~ial  contributions  in  two  or  more  groups.  ^1993  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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The  U.S.  economy  gained  strengtii  during  the  third 
quarter,  and  that  momentum  appears  to  have  carried  over 
into  the  fourth  quarter.  Yet  commodity'  prices  are  soft  and 
are  expected  to  remain  so.  The  Commodity'  Research 
Bureau's  ftitures  index — a  measure  of  anticipated  price 
changes  for  21  basic  foods  and  materials — slipped  1% 
during  the  past  three  months  and  is  down  3%  since  the  start 
of  1992.  The  crb's  spot  index,  which  reflects  cash  prices 
for  23  items,  is  down  0.1%. 

The  U.S.  accounts  for  about  25%  of  the  world's  demand 
for  goods  and  ser\^ices.  But  while  the  U.S.  economy  is 
impro\'ing,  worldwide  demand  for  many  commodities 
remains  weak.  A  report  b\'  PaineWebber  estimates  that 
U.S.  gross  domestic  product  will  show  a  real  increase  of 


Commodity  spotlight 


2.6%  in  1993.  That's  slightly  above  Japan's  expected 
growth  and  well  ahead  of  what's  expected  in  Germany, 
France  and  the  U.K. 

Exen  if  world  demand  unexpectedly  surges,  howexer, 
there  won't  be  a  need  to  open  new  mines  or  processing 
plants.  CRB  analyst  James  Nevler  puts  it  blundy:  "We  have 
a  global  glut  of  just  about  eventhing." 

In  the  U.S.,  most  of  these  surpluses  will  not  translate 
into  lower  retail  prices.  Other  factors,  such  as  regulation, 
are  often  more  influential  in  determining  consumer  prices 
than  is  cost  of  basic  materials.  A  recent  example:  New  food 
labeling  rules  will  take  ftill  effect  in  1994.  Whatever  sugar, 
say,  costs,  ice  cream  makers  will  ha\e  an  excuse  to  raise 
their  prices. 


1/92 


6/92 


12/92 


Cash  and  futures  prices 

Spot  indexes 

Futures  indexes 

Index' 

Value       3 

-mo  change 

Index' 

Value 

3-mo  cliange 

All  commodities 
Raw  industrials 
Metals 
Textiles 
Foodstuffs 

238.16 
267.29 

-3% 
-6 

CRB  index 

201.81 

-1% 

Precious  metals 
Industrials 
Grains 
Livestock  &  meat 

224.35 
222.38 

190.50 
185.37 

0 

-1 
0 

1 

246.34 
204.56 
201.42 

-12 

-4 

0 

Efforts  by  producers  to  restrain  oil 
production  are  ha\'ing  little  impact. 
The  Organization  of  Petroleum  Ex- 
porting Countries  produced  at  an  es- 
timated rate  of  25  million  barrels  a  day 
in  November,  more  than  5%  ahead  of 
1991's  average  for  November.  The 
rise  in  output  has  probably  helped 
push  down  the  value  of  the  Februar}' 
crude  oil  contract. 


Spot  commodity  prices 

Index  Price  3-mo  change 

Steel  scrap  (short  ton)  $89.00  -4% 

Copper  scrap  (pound)  "    0.83  -13 

Print  cloth  (sq  yard)            0.66  -6 

Corn  (bushel)                    2.03  -10 

Soybean  oil  (pound)            0.20  8 


Futures  prices 

Index  Price  3-mo  change 

Jan  platinum  (troy  oz)  $370.00  3  % 

Jan  crude  oil  (barrel)  18.84  -13 

March  copper  (pound)  0.99  -10 

March  cotton  (pound)  0.58  6 

March  Chi  wheat  (bushel)     3.59  3 


Note:  All  prices  as  of  12/8/92.  'Composed  of  13  commodities.  ^Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  '  Gold,  platinum  and  silver.  'Composed  of  21 
commodities.  ^March  1993  contract.  *Base  for  spot  and  futures  indexes  (1967=100).  Source;  Knigtit-Ridder  Commodity  Research  Bureau. 
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NOW  READY 


THE  3-VQLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
browser's  heaven.  Each  and  every 
thought  strikes  a  spark  of  plea- 
sure by  its  originality  and  felicity  of 
expression.  The  range  is  virtually 
limitless.  There  are  gems  on  Early 
Rising,  Economists  and  Eternity. 
The  selection  is  equally  sparkling 
on  Manufacture,  Meddling,  and 
Men  Of  The  World.  It  offers  pure 
gold  on  Wage  Structure,  Wine, 
and  Worry.  Contributors  range 
from  the  earliest  thinkers  to  the 
present  day. 

The  three-volume  set,  printed 
on  fine  quality  stock,  bound  in  blue 
cloth  and  housed  in  a  handsome 
matching  slipcase,  is  the  quintes- 
sential bedside  companion  with 


over  10,000  meticulously  culled 
quotes  from  the  world's  greatest 
authors. 

The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on 
your  list.  It  is  a  pleasure  to  read, 
whether  you  choose  to  sample  a 
random  few  inspirational 
Jhoughts  at  a  time  or  to  pursue  a 
"more  charted  course  with  the  aid 
of  both  subject  and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cher- 
ished for  a  lifetime.  The  cost  in- 
cluding slipcase  and  shipping  is 
$49.50.  To  receive  your  edition 
or  send  it  as  a  gift,  simply  fill  out  and 


return  the  coupon  below.  The 
company  of  the  greatest  writers 
and  thinkers  awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additonal 
charge 

□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 

to  take  "Thoughts"  on 

their  travels,  a  single  volume 

edition  containing  about 

a  third  of  the  material 

in  529  pages  is  also 

available.  Please  check 

the  appropriate  box  on 

the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  lA  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


D  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


n  Charge  my  credit  card 

DAmEx 

D  MasterCard 

DVisa 

No '. 

Exp.  Date 


City  State  Zip 

□  Please  send  the  one  volume  edition  instead.  Price  $19.50  includes  shipping  and  handling. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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THE  FUNDS 


EDITED  BY  JASON  mi 


Want  to  buy  a  load  fund  without  the  load?  One  smal 
broker  will  let  you— and  the  concept  may  spread. 

I  can  get  it  for 
you  wholesale 


The  Securities  &  Exchange  Commis- 
sion, in  its  majestic  effort  to  protect 
investors  from  themselves,  outlaws 
the  rebating  of  mutual  fund  commis- 
sions. If  you  want  into,  say,  the  excel- 
lent United  Income  Fund,  you  must 
pay  a  broker  the  usual  load,  which 
goes  as  high  as  8.5%.  The  sec  did  put 
out  a  study  last  year  suggesting  that 
mutual  fund  sales  loads  be  made  ne- 
gotiable, but  backed  down  when  Wall 
Street  objected. 

What  the  regulators  were  too  timid 
to  do  by  fiat,  the  market  may  someday 
do  on  its  own.  Look  at  what  Jack 
White  &  Co.,  the  San  Diego- based 
discount  broker,  is  up  to. 

Since  1990,  litde  Jack  White  (an- 
nual commission  revenue,  S8  million) 
has  qiiieth'  been  matching  buyers  and 
sellers  of  load  fiinds  for  a  flat  S200 
commission.  After  several  years  of 
dithering,  the  sec  recenth'  ga\e  White 
the  nod  to  disseminate  bids  for  load 
funds  to  other  retail  brokers — which 
could  clear  the  way  for  an  acti\e  sec- 
ondary' market. 

How  does  White's  market  work.' 
Anyone  with  cash  or  collateral  in  a 
White  brokerage  account  can  place  a 
buy  order  for  any  load  fund.  The 
discount  brokerage  has  no  inventor)' 
but  tries  to  find  someone  who  wants 
to  sell  the  same  fiind.  When  a  match  is 
made,  the  fund  shares  change  hands 
at  net  asset  value;  White  charges  the 
buyer  $200  and  gives  SI  00  of  that  to 
the  seller.  The  seller  is  better  off  by 
SI 00  than  he  would  have  been  had  he 
redeemed  the  shares.  The  buyer  can 
save  a  lot  more. 

Brokers  who  make  a  lixing  selling 
loaded  financial  products  would  like 
Jack  White  to  go  away.  Grumbles 
David  Harris,  head  of  retail  marketing 
at  broker  Gruntal  &:  Co.,  "Why  not 
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Discount  broker  Jack  White 
More  choices  for  cheapskates. 


sell  immediately  through  a  regular 
broker,  instead  of  waiting  around  in- 
definitely just  to  get  a  hundred 
bucks-*"  His  point  is  that  if  you  re- 
deem the  regular  way  you  will  know 
by  closing  time  what  your  price  is;  if 
you  deal  through  White  you  won't 
know  until  he  finds  \'ou  a  buyer, 
which  could  take  months. 

But  what  if  a  Jack  White  buy  order 
is  already  outstanding  when  the  bro- 
ker gets  the  redemption  order?  Then 
there's  no  wait  for  the  seller,  and 
redeeming  at  the  fund  sponsor  simply 
means  forcing  the  customer  to  pass  up 
$100.  Arguably,  the  broker  has  a 
fiduciary'  responsibilit)'  to  get  the  best 
price  for  his  customer. 

Will  fund  sponsors  register  shares 
that  change  hands  in  this  manner.' 
They  would  prefer  not  to  annoy  the 


full-price  brokers,  who  do  most  of  the 
selling  for  them,  but  getting  a  cheap- 
skate customer  through  Jack  White 
may  nonetheless  be  better  than  the 
alternative,  which  is  to  lose  the  assets 
in  a  cash  redemption.  White  supplies 
each  buyer  with  a  prospectus  and 
notifies  the  fund. 

In  two  years  White's  firm  has  com- 
pleted only  about  1 ,000  trades  of  load 
funds.  His  problem  is  not  on  the 
demand  side  but  on  the  supply  side. 
He  has  more  than  3,000  orders 
queued  up  to  buy  about  SI20  million 
worth  of  fund  shares,  but  has  so  few 
sellers  that  he  can  match  onh'  about 
three  orders  a  week. 

White  thinks  he'll  be  able  to  com- 
plete trades  much  faster  after  he  lists 
bids  on  some  of  the  computer  systems 
used  by  brokers,  such  as  Automatic 
Data  Processing's  PS  Partner  and 
Quotron's  Advantage  ae.  "This  is  the 
beginning  of  a  whole  new  network  to 
accommodate  a  growing  legion  of 
investors,"  says  White.  "These  are 
people  who  want  to  buy  load  funds 
but  don't  want  to  pay  heft)'  commis- 
sions to  get  them." 

Terr)'  Deru,  a  fee-only  financial 
planner  at  Belsen  Gett)',  Inc.  in  Salt 
Lake  Cit)',  Utah,  has  sold  ftmds 
through  White  for  eight  clients.  The 
average  trade  topped  $50,000.  "If 
you  want  to  sell  a  load  fund,  you'xe 
got  a  choice  for  the  first  time,"  says 
Deru.  "You  can  go  to  the  fijnd  famih- 
and  redeem  it  at  net  asset  value,  or  you 
can  sell  through  Jack  White  and  get 
net  asset  value  plus  $100  for  the 
client.  It  makes  me  look  like  a  hero." 
One  White  customer  recently  bought 
$100,000  worth  of  Franklin  Adjust- 
able U.S.  Government  Securities 
Fund  from  one  of  Deru's  clients,  pay- 
ing a  commission  of  $200  instead  of 
the  usual  $2,250  load. 

For  now,  ftmd  discounting  is  but  a- 
tiny  factor  in  the  marketplace — as 
small  as  the  business  of  selling  life 
insurance  with  negotiated  commis- 
sions. (California  is  one  of  two  states 
where  haggling  over  insurance  com 
missions  is  legal,  and  Jack  Wiiite's  son 
Mark  is  one  of  a  handfijl  of  insurance 
agents  offering  discounts.)  But  fund 
discounting  could  turn  into  a  serious 
business  if  a  big  outfit  like  Schwab 
gets  into  the  act.  Consumers  today 
expect  discounts  on  airline  tickets  mu\ 
cars.  Why  not  funds?  Hi 
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Most  growth  funds  gobble  hot  retailing,  biotechnology 
and  software  stocks.  Wayne  Hummer  Growth  prefers 
machinery  and  insurance. 

Let's  grow 
old  together 


By  Mary  Beth  Grover 

For  a  lot  of  investors,  running  a 
growth  stock  portfolio  means  trying 
to  catch  the  next  Home  Depot  and 
exiting  quickly  when  a  company  de- 
livers bad  earnings.  But  not  for  all. 
Alan  Bird  and  Thomas  Rowland  do 
well  with  a  reverse  strategy:  buying 
into  dull-sounding  companies  and 
holding  them  for  a  long  time, 
through  thick  and  thin. 

Their  Wayne  Hummer  Growth 
Fund  in  Chicago  owns  unglamorous 
midwestern  stocks  like  Illinois  Tool 
Works,  Parker  Hannifin  and  Nalco 
Chemical.  These  are  bedrock  hold- 
ings. Hummer  Growth  has  owned 
each  of  those  companies  ever  since  it 
got  off  the  ground  in  1984.  The 
fund's  turnover  in  1991  was  13%, 
against  103%  at  the  average  growth 
fund.  Says  Bird:  "Companies  that 
were  good  10,  20,  or  30  years  ago  are 
still  good." 

So  are  Hummer  Growth's  results. 
The  fimd,  which  is  up  to  $76  million 
in  assets,  has  returned  14.7%  per  year 
for  the  five  years  ended  Oct.  31, 
nudging  out  the  s&p  500  ( 14.5%)  and 
elbowing  well  past  the  average 
growth  ftind  (13.7%). 

"InvestiAg  doesn't  have  to  be  real 
complicated,"  says  Bird,  53,  who 
grew  up  in  a  small  town  in  Iowa  where 
his  grandfather  was  the  local  banker. 
He  and  Rowland,  a  47-year-old  na- 
tive of  Illinois,  look  for  businesses 
they  easily  understand.  So  much  for 
Amgen  or  Microsoft:.  Adds  Rowland: 
"You  won'tUnd  us  buying  the  latest, 
hottest  IPO  and  flipping  it  for  short- 
term  gains." 

But  once  they  do  find  a  company 
they  like — with  loyal  customers,  low 


debt,  high  management  ownership, 
steady  earnings  and  dividend  growth, 
and  a  return  on  equity  of  at  least 
15%— Rowland  and  Bird  virtually 
adopt  it  for  life.  Illinois  Tool  Works 
was  the  first  company  Bird  ever  visited 
back  when  he  was  an  analyst  trainee  at 
Northwestern  University's  endow- 
ment fijnd  in  the  1960s.  Since  Bird 
plunked  it  into  the  ftind  in  1984,  the 
stock  has  nearly  quadrupled.  The 
maker  of  manufacturing  equipment 
(1991  revenues,  $2.6  billion)  is  the 
fund's  third-largest  holding. 

Here's  loyalty:  When  Illinois  Tool 
Works  took  a  hammering  last  April 
over  concern  about  the  health  of  its 
customers  in  the  automobile  indus- 
tr)^.  Hummer  Growth  picked  up 
5,000  more  shares.  Rowland  and  Bird 
don't  often  sell,  but  they  use  new 
money  coming  into  the  fi.md  to  invest 
in  new  names.  Pittsburgh- based  Cal- 
gon  Carbon,  which  Hummer  Growth 


bought  as  low  as  15  last  October,  is 
the  world's  largest  producer  of  car- 
bons used  in  water  treatment,  with 
sales  of  $308  million.  The  dividend  is 
small  (yield,  0.8%)  but  rapidly  grow- 
ing. Calgon's  return  on  equity  has 
averaged  24%  over  the  past  five  years. 
At  a  recent  1 8%,  the  stock  goes  for  23 
times  earnings. 

Another  new  friend  is  rpm,  the 
Medina,  Ohio  manufacturer  of  pro- 
tective coatings  for  metal  and  wood. 
RPM  earned  $34.5  million,  or  $1.10  a 
share,  on  $552  million  in  revenues  in 
fiscal  1992,  its  45th  consecutive  year 
of  higher  sales  and  earnings.  Recent 
price:  a  split  adjusted  17%,  up  11% 
from  Hummer  Growth's  purchase 
last  year. 

Rowland  and  Bird,  who  did  stints 
as  equity  analysts  for  insurance  com- 
panies, still  like  the  insurance  indus- 
try, where  they  have  parked  8%  of 
their  assets.  Recently  they  added  Cin- 
cinnati Financial  Corp.,  a  property 
and  casualty  insurer  that  sells  mainly 
in  midwestern  towns  (see  story,  p. 
166).  The  firm's  dividends  have  been 
growing  at  16%  a  year. 

Old  Republic  International,  a  Chi- 
cago-based property  and  casualty  in- 
surer, is  Hummer  Growth's  eighth- 
largest  holding;  earnings  have  grown 
14%  annually  for  the  last  five  years,  yet 
the  firm  trades  at  just  eight  times 
trailing  earnings. 

Although  the  ftind  is  managed  by 
an  affiliate  of  the  Wayne  Hummer 
regional  brokerage  firm,  it  carries  no 
sales  load  and  no  12b- 1  fees.  Its  1.23% 
expense  ratio  is  a  hair  less  than  the 
average  growth  ftind 's.  Hi 
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AN  OPPORTUNITY  TO  GIVE  YOUR 
FAMILY  SOMETHING  PRICELESS 


A, 


l11  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


tnc 


;or 


Forbes  Lake  of  the  O^^rks 

Box    303,  Fort  Garland,  CO  81133 


Name. 


f 


Address. 


City/Sute/Zip . 
Telephone  - 


or  phone  8 1 6/438-280 1         70Z5 

Obtain  the  Properly  Report  required  by  Federal  law  and  read  il  before  signing  anything  No  Federal  agency  has  judged  the  ments  or  value,  il  any.  of  Ihis  propoiiy  I 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  Stale  of  the  State  of  New  York  The  filing  does  not  constitute  approval  o(  the  salt 

lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  ;,,,,.;       :  ., 

Cristo  Ranches.  NYA88-178 


THE  CONTRARIAN 


MONEY  &  INVESTMENTS 


Everyone  makes  mistakes,  but  the  really  bad  ones 
come  from  not  recognizing  the  early  signs. 

Take  your 
medicine 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


If  I  MUST  CHOOSE  my  worst  mistake 
of  recent  years  it  would  have  to  be 
Westin0house.  That  stock  more  than 
quadrupled  after  I  first  recommended 
it  in  the  spring  of  1984.  Then  I  picked 
the  stock  again  in  1990  at  27,  down 
from  38  that  year,  and  gave  back  a 
good  part  of  the  profit.  When  the 
company  began  to  look  out  of  con- 
trol, I  recommended  that  readers  take 
their  losses  at  18  (Forbes,  Mar.  2, 
1992).  Since  then  the  stock  has 
dropped  another  50%,  to  9,  before 
partially  recovering  to  12. 

The  lesson  here  is  to  forget  man- 
agement assurances  that  a  problem  is 
under  control,  and  get  out  quickly 
when  there  is  a  scent  of  major  trouble. 

I  was  far  From  being  alone  in  going 
wrong  last  year  with  ibm,  which  I 
recommended  Jan.  8,  1990  at  94. 
The  major  writeoffs  and  restructur- 
ings that  we  were  initially  told  would 
be  short-lived  have  continued  and 
continued.  And  now?  The  7.1%  yield 
is  appealing,  but  with  no  end  to  the 
charges  indicated  may  prove  difficult 
to  maintain.  If  you  need  the  tax  loss, 
sell  now.  If  you  can  hold  out  for  a 
month  or  two,  wait  for  a  bounce  after 
tax- selling  abates. 
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The  lesson  here  is  that  no  matter 
how  good  a  company  once  was,  when 
it  flounders  with  no  well -conceived 
plan  to  expand  its  markets  and  only 
programs  to  lower  costs,  look  out. 

James  River  ^t  33  (Forbes,  Sept.  14, 
1989)  was  another  stock  that  for  years 
had  an  excellent  record,  then  came 
unglued  in  the  economic  downturn. 
It  was  forced  to  sell  off  subsidiaries 
and  restructure  a  number  of  times. 
The  stock  at  1 7  is  a  hold,  with  a  target 
in  the  mid-20s  as  the  economy  recov- 
ers. Again,  an  impressive  record  and 
management  team  lulled  me  into  not 
pulling  the  trigger  quickly  enough. 
Would've,  could've,  shouldVe. 

Finally,  there  is  gm  (32),  recom- 
mended at  36  (Oct.  22,  1990).  Here 
was  a  company  with  enormous  poten- 
tial and  major  problems.  To  attack  the 
needed  massive  North  American 
downsizing  required  both  numerous 
plant  closings  and  large  layoffs. 
Though  1  recognized  GM's  problems, 
I  believed  the  depressed  price  more 
than  discounted  them.  I  was  wrong. 

According  to  some  statisticians,  an 
investor  has  to  be  right  only  about 
60%  of  the  time  to  be  well  ahead  of  the 
market — provided  he  cuts  his  losses 
quickly  enough.  Once  you  recognize 
a  mistake,  correct  it  quickly.  Don't 
wait  for  a  rally,  don't  just  sit  there, 
hoping  for  better  news.  Early  medi- 
cine is  the  best  medicine.  The  quicker 
the  better.  Where  I  haven't  taken  this 
advice  I  have  often  lost  money. 

Having  learned — I  hope — from 
my  mistakes,  I  think  I  am  entitled  to 
remind  readers  that  I  have  been 
spectacularly  right  on  quite  a  num- 
ber of  occasions.  1  remember,  for 
example,  after  the  1987  crash  stat- 
ing the  market  would  come  back, 
when  the  almost  unanimous  con- 
sensus was  that  we  were  hurtling 


toward  a  second  Great  Depression. 

Again,  in  the  financial  panic  of 
1990,  when  banks  and  financial  ser- 
vice companies  were  down  50%,  75% 
or  even  more,  I  told  Forbes  readers  it 
was  time  to  buy,  not  sell,  financial 
stocks.  In  that  period  I  recommended 
c&s  Sovran  (17  then,  54  now,  up 
218%),  First  Fidelity  (14  dien,  41 V2 
now,  up  196%),  Key  Corp  (14  then, 
38  now,  up  168%),  Fannie  Mae  (29 
then,  74  now,  up  155%). 

And  what  do  I  like  now  for  1993? 
First,  more  of  the  same  in  financials. 
Although  the  S&P  financial  index  was 
up  strongly  again  last  year,  many  stocks 
in  the  sector  still  look  attractive. 

Here  are  a  few  I  would  look  at. 

Fannie  Mae  (74)  and  Freddie  Mac 
(45),  the  nation's  first-  and  second- 
largest  originators  of  mortgage- 
backed  securities,  have  shown  10%  to 
15%  gains  for  years  but  still  have  well- 
below-market  p/es.  fnm,  at  a  p/e  of 
12,  yields  2.2%;  and  PRE,  at  13,  yields 
1.6%.  Both  should  continue  to  show 
above -average  growth. 

Kalamazoo-based  First  of  America 
Bank  (35)  has  more  than  doubled 
since  recommended  in  this  column  in 
November  1990.  The  stock  still  pro- 
vides excellent  value  with  a  p/e  of  9,  a 
yield  of  3 .9%,  and  the  probability  of 
an  earnings  increase  of  30%  this  year. 

NBD  Bancorp  (30)  s  a  major  bank 
holding  company  headquartered  in 
Michigan.  Earnings  should  show  a 
better  than  10%  growth  rate  in  the 
foreseeable  fixture,  nbd  has  a  p/e  of  10 
and  yields  3.5%. 

Marion  Merrell  Dow  (26)  is  a  lead- 
ing pharmaceutical  producer.  The 
stock  is  down  from  a  high  near  40  last 
year  to  its  present  price  of  26.  Earn- 
ings should  show  a  15%  rate  of  gain 
this  year.  The  stock  trades  at  a  p/e  of 
10,  yielding  3.7%.  ^ 
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MONEY  a  IHVESIMENTS 


In  1 19  Forbes  columns  and  more  than  450  stock 
recommendations  I'm  bound  to  make  lots  of  mistakes, 
for  the  only  way  to  avoid  mistakes  is  to  do  nothing. 

The  other 
Dow  Theory 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


"Never  promote  a  man  who  hasn't 
made  some  bad  mistakes,  because  you 
would  be  promoting  someone  who 
hasn't  done  much."  I  quote  Herbert 
Dow,  that  brilliant  business  manager 
who  founded  Dow  Chemical.  I'm 
decades  too  young  ever  to  have  met 
Dow,  but  when  my  dad  caught  me 
doing  something  wrong  he  would 
quote  Dow  to  me  and  then  insist  on 
analyzing  what  I  had  done  wrong  in 
the  interest  of  learning  from  it. 

In  that  spirit  I  confess  my  recent 
mistakes  to  you  my  readers  and  seek 
to  draw  some  lessons  therefrom. 

I  have  been  too  optimistic  since 
1991  on  the  economy.  While  recov- 
er}' started  in  mid- 1991,  and  my  tim- 
ing on  that  was  veiy  good,  I  expected 
more  oomph  than  occurred. 

One  thing  that  has  held  the  econo- 
my back  is  the  perception  that  con- 
sumers and  business  owe  too  much 
money.  I  think  this  perception  is 
wrong,  but  it  exists  and  I  should  have 
remembered  we  live  in  a  world  where 
perception  can  ovenvhelm  reality  for 
quite  a  while.  The  media  have  brow- 
beaten a  debt-based  gloom  into  us 
(Jan.  20,  1992)  and  made  it  politically 
incorrect  to  speak  optimistically. 


Lesson?  Respect  media  power  and 
crowd  psycholog)',  even  when  you 
know  they  are  long-term  wrong. 

I  still  expect  our  economy  to  do 
better  in  1993  and  1994  than  most 
folks  do — in  the  end  reality'  will  pre- 
vail over  false  perceptions. 

The  good  news?  My  mid- 1991  op- 
timistic call  for  smaller,  value-orient- 
ed stocks  was  vindicated  in  1992.  As  I 
write,  the  S&P  500  is  up  4%  year-to- 
date,  but  the  Value  Line  index,  full  of 
smaller  stocks,  is  up  more  than  12%. 

If  that  call  was  right  in  general,  I 
made  a  serious  misstep  in  my  Mar.  16 
column.  I  failed  to  see  that  the  small 
stocks  had  risen  so  much  in  the  early 
months  of  1992  that  they  were  due 
for  a  reaction.  All  of  March's  stocks 
are  off" a  bunch  since  then. 

Turning  to  individual  stocks,  my 
prize  boo-boo  was  jwp  (19  when  I 
recommended  it  Mar.  16,  4  now).  I 
knew  the  outfit  was  heavily  in  debt, 
but  I  thought  its  excellent  prospects 
outweighed  the  debt.  I  was  dead 
wrong.  As  internal  management 
problems  arose  that  finally  toppled 
jvvp's  president  and  culminated  in 
November  in  large-scale  accounting 
irregularities  and  writeoffs,  jwp's  debt 
was  an  anchor  around  its  neck. 

What  is  the  lesson  to  learn  here? 
Playing  with  fire  gets  )'ou  burned. 
Even  if  you  think  you  know  a  situation 
cold,  there  are  too  many  ways  things 
that  can  go  wrong  for  a  highly  indebt- 
ed firm  not  to  be  a  high-risk  stock.  My 
mistake  here — and-  most  investors 
have  done  this  at  some  time  or  anoth- 
er, and  I  hope  I  don't  do  it  again — was 
to  think  I  knew  enough  to  justify'  that 
high  debt  load.  Wrong. 

What  should  you  do  if  you  bought 
the  stock  on  my  say-so?  It's  risky,  but  I 
would  hang  on.  It  still  has  too  much 


debt,  but  the  bad  news  is  out,  cash 
flow  is  good  and  jwp  should  be  able  to 
pay  down  its  debt.  Of  course,  I  was 
wrong  before.  It's  your  decision. 

Less  a  disaster  but  still  an  unhapp\' 
experience  was  M/A  Com  (4 — also 
recommended  on  Mar.  16,  at  7 — 
down  40%).  Here  I'm  more  confident 
holding  the  stock,  despite  its  sad  re- 
sults to  date.  My  mistake  was  in  un- 
derestimating how  difficult  change  is. 
M/A  Com  has  been  mo\'ing  from 
defense  markets  into  commercial 
ones.  And  it's  done  well  at  that,  but  at 
the  price  of  far  less  short-term  profit- 
ability' than  I  expected.  It  sort  of  falls 
into  the  Murphy's  sub-law  category' 
of:  "E\'er\'thing  takes  longer  and 
costs  more  than  you  expect." 

But  at  75%  of"  book  value,  25%  of 
revenue  and  8  times  trailing  earnings  I 
would  hang  tough  here.  It  is  far  from  a 
leveraged  company.  Nonearning  cash 
flow,  mainly  depreciation,  is  huge — 
enough  to  pay  off  all  debt  in  onh'  two 
years.  And  the  management  has  a 
clear  mission  moving  forward. 

I  suggested  avoiding  sex'eral  stocks 
this  year,  and  did  okay  there,  but 
Outback  Steakhouse  (28 — cited  July 
6)  is  up  99%  since  then.  I  simply 
thought  it  was  vastly  too  pricey  and 
didn't  appreciate  the  priceless  mo- 
mentum of  a  fad. 

Of  course,  among  my  35  1992 
stock  picks  I  also  had  a  few  winners. 
In  a  fairly  flat  year  for  the  S&P  500, 
only  8  of  my  other  picks  were  down, 
and  none  as  much  as  10%.  The  aver- 
age of  all  my  1992  picks  is  up  1 1.5%, 
which  is  much  better  than  it  sounds, 
because  on  average  these  picks  are 
slightly  less  than  six  months  old.  I  had 
13  picks  that  were  up  double-digit 
amounts,  including:  .sc.v Systems {\6 — 
cited  at  6  on  Jan.  20 — up  165%), 
Applied  Majjnetics  ( 11 — cited  at  7  on 
Feb.  17 — up  57%)  and  Mueller  Indus- , 
tries  (21 — recommended  at  14  on. 
July  6— up  47%).  So,  I'm  not  at  all 
ashamed  of  my  overall  results. 

But  as  Herbert  Dow  would  haxe 
said,  and  as  my  dad  did  his  best  to  beat 
into  my  dense  brain,  you  learn  much 
more  from  examining  your  failures 
than  from  doing  so  with  your  success- 
es. In  facing  the  future,  I  count  each 
lesson  learned  from  my  mistakes  as 
being  among  my  successes,  and  ncx'cr 
expect  to  avoid  all  mistakes,  or  hope 
to  stop  learning.  Happy  New  Year.MI 
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MONEY  &  INVESIMENTS 


Just  about  everyone  claims  to  be  contrarian, 
but  few  truly  are. 

The  genuine 
airticle 


BY  MARK  HULBERT 


•?■  ^-i^ 


Mark  Hulbert  is  editor  of  tlie  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  {New  York  Institute  of  Finance). 


OxYMORONic  AS  IT  soLinds,  being 
contrary  has  become  a  fad.  At  the 
numerous  investment  seminars  I  at- 
tend around  the  country,  adviser  af- 
ter adviser  will  claim  to  be  a  true 
contrarian.  Many  of  the  investment 
letters  monitored  by  the  Hulbert 
Financial  Digest  make  the  same 
argument.  It's  a  strange  situation  of 
the  crowd  proclaiming  itself  to  be 
anti-crowd.  Who's  the  genuine  arti- 
cle, who  the  impostor.^ 

You  can  tell  by  reading  an  excellent 
new  book — Investment  Psychology  Ex- 
plained, bv  Martin  J.  Pring  (John 
Wiley  &  Sons,  $24.95). 

"To  be  a  true  contrarian,"  Pring 
writes,  "involves  stud\',  creatixity, 
wide  experience,  and,  above  all,  pa- 
tience." It-requires  constant  vigilance 
in  reexamining  assumptions  and  bias- 
es in  the  light  of  new  evidence.  Since  it 
is  the  rare  in\'estor  who  is  up  to  such  a 
challenge,  Pring  isn't  particularly 
worried  that  true  contrarianism  \v\\\ 
become  so  widespread  that  it  itself 
becomes  the  consensus  \'iew.  What 
has  become  the  contrarian  fad  of  to- 
day is  just  the  title,  not  the  habit  of 
independent  thought. 

Pring,  the  author  of  this  thoughtful 
work,  also  wrote  the  definitive  Tech- 


nical Analysis  Explained,  and  he  pub- 
lishes an  investment  letter,  the  Prinjf 
Market  Review.  (wfD  doesn't  monitor 
Pring's  letter  because  it  doesn't  have  a 
model  portfolio.)  In  his  book  he 
scornfully  contrasts  the  anti-intellec- 
tual group-think  that  currently  passes 
for  contrarianism  with  the  indepen- 
dent analysis  and  thinking  of  Hum- 
phrey Neill — the  self-proclaimed 
"Vermont  Ruminator,"  who  edited 
one  of  this  countiy's  earliest  contrar- 
ian in\'estment  letters,  Neill  Letters  of 
Contrary  Opinion. 

Reading  Pring's  book — and  re- 
hearing Neill's  ideas — you  c]uickly  re- 
alize how  silly  most  current  contrarian 
arguments  really  are.  For  example, 
\'eiT  few  of  the  many  advisers  who 
claim  to  be  contrarians  have  remotely 
similar  market  forecasts.  Instead  of 
being  contraiy  to  some  prevailing 
opinion,  they  are  mainly  different 
only  from  one  another.  (If  A  is  bullish 
and  B  is  bearish,  that  doesn't  make  B  a 
'contrarian.)  I  might  be  the  only  one 
to  think  that  the  Dow  industrials  will 
drop  to  100  by  Inauguration  Day,  but 
that  doesn't  make  me  a  contrarian;  it 
only  makes  me  extreme. 

Pring  also  reminds  us  that  the  ma- 
jority' isn't  always  wrong.  True  con- 
trarianism is  baseci  on  the  insight  that 
the  majority  is  wrong  at  market  turn- 
ing points,  but  it  recognizes  that  most 
of  the  rest  of  the  time  the  consensus 
view  will  be  right.  During  the  strong 
stock  bull  market  of  the  1980s,  for 
example,  most  of  the  investment  let- 
ters I  follow  got  in  gear  with  the  trend 
and  were  bullish.  Those  knee-jerk  so- 
called  contrarians  who  mechanically 
responded  to  this  bullish  consensus 
by  getting  out  of  stocks  missed  the 
bulk  of  the  bull  market. 

To  profit  from  contrarianism, 
therefore,  we  must  learn  how  to  dif- 
ferentiate between  periods  in  which  a 


strong  consensus  is  right  and  the 
turning  points  at  which  it  is  wrong. 
This  means  resisting  the  temptation 
to  initiate  new  positions  in  e\en'  kind 
of  market,  since  most  of  the  time  the 
market  is  in  between  turning  points. 

Pring  practices  what  he  preaches: 
When  I  called  him  in  early  Decem- 
ber,he  said  frankly  he  had  no  strong 
opinion  about  any  of  the  markets. 

But  I  do  have  records  over  the  long 
term  for  several  letters  that  claim  to  be 
contrarian.  One  stands  out — Investors 
Intellijjence,  founded  by  the  late  Abe 
Cohen  and  currently  edited  by  Mi- 
chael Burke.  An  investor  who 
switched  back  and  forth  betAX'een  an 
index  fund  and  cash  over  the  last  six 
years  according  to  this  letter's  mutual 
fund  signals  made  136%,  in  contrast 
to  93%  for  a  simple  strategy  of  buying 
and  holding. 

Does  this  true  contrarian  letter 
have  a  strong  view  as  1993  dawns.^  It 
does,  at  least  for  the  short  to  interme- 
diate term.  It  advises  being  fully  in- 
vested— the  first  time  it  has  been  this 
bullish  in  nearly  two  years.  According 
to  its  reading  of  investment  advisoiy 
sentiment,  bearishness  reached  ex- 
treme levels  in  the  weeks  prior  to  the 
presidential  election.  At  that  time 
among  the  130  advisers  it  monitors, 
it  found  i'cwev  bulls  than  at  any  time 
since  the  beginning  of  1991  and  more 
bears  than  at  any  time  since  December 
1991 — both  of  which  marked  impor- 
tant market  lows. 

Investors  Intelligence  recommends 
for  its  mutual  fund  portfolio  four 
Fidelit)'  Select  funds:  Air  Transporta- 
tion, Energy  Service,  Environmental 
Ser\'ice  and  Defense  funds.  These 
funds  charge  a  3%  load  for  money  not 
already  invested  in  one  of  the  Fidelit}' 
funds  and  have  a  0.75%  redemption 
fee  if  held  for  less  than  30  days.  Thus, 
their  four  recommended  equit}'  fluids 
are  most  appropriate  for  investors  al- 
ready investing  in  Fidelit)'. 

For  those  investors  not  already  in 
Fidelitx',  one  no-load  fund  that  is 
similar  to  Investor  Intelligence'' s  rec- 
ommended Fidelity  funds  is  Van- 
guard's Specialized  Energy  fund.  This 
fund  also  happens  to  be  recommend- 
ed for  purchase  by  three  of  the  invest- 
ment letters  I  track.  It  or  one  of  the 
Fidelity  funds  mentioned  abo\'e  may 
be  among  the  best  bets  for  aspiring 
contrarians  as  1993  dawns.  IH 


Forbes  ■  Januan' 4,  1993 


283 


MARKET  TRENDS 


MONEY  &  INVES1MENTS 


Small-cap  stocks  are  rotten  trading  vehicles 
but  are  ideal  for  patient,  long-term  investors. 

Gaptimng  the 
small- cap  e£fect 


BY  GERALD  W.  PERRIH 


Gerald  W.  Perritt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


How  WELL  my  recommendations  in 
this  space  haxe  done  depends  on 
which  column  you  are  talking  about. 
"Turning  garbage  into  gold"  (Feb.  3, 
1992)  ^^'as  not  my  finest  moment.  The 
five  stocks  spotlighted  in  that  column 
have  declined  in  price  an  average  of 
9%  since  then.  What  happened  to 
this  "golden"  opportunity'?  Earnings 
continued  to  slump  amid  a  sluggish 
economy  that  produced  less  waste.  In 
addition,  both  the  go\'ernment  and 
private  industiy  postponed  remedia- 
tion projects.  Disappointing  earnings 
sent  in\'estors  scurning  out  of  these 
stocks  with  predictable  results.  If  you 
own  the  stocks,  hold  on.  An  upturn  in 
the  economy  should  reverse  the  for- 
tunes of  these  companies. 

But  in\'estors  who  snapped  up  the 
stocks  of  four  off-price  retailers  I  rec- 
ommended (May  25,  1 992)  have  av- 
eraged a  gain  of  more  than  15%.  And 
those  who  took  my  hint  and  added 
T.  Rowe  Price  common  stock  to  their 
portfolios  (July  6, 1992)  have  reaped  a 
return  in  excess  of  25%.  Although  the 
stock  is  a  bit  pricey,  I  don't  recom- 
mend selling  just  now. 

Investors  who  took  my  advice 
about   Video  Lottery  Technolojfy  Sys- 
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terns  (40  then,  now  14)  and  Bally 
Gnmin^{24,  now  16)  axoided  taking 
a  short-term  bath,  as  the  prices  of 
both  of  these  high-P/H  stocks 
dropped  after  they  reported  disap- 
pointing earnings  (Apr.  27,  1992). 

In  short,  my  record  during  the  past 
year  is  mixed.  If  you  bought  all  of  the 
small-cap  stocks  spotlighted  in  this 
column  (excluding  those  mentioned 
Dec.  7,  1992),  you  haxe  earned  a 
return  of  about  5%  to  6%. 

Remember  this,  however:  Small- 
cap  stocks  are  my  field  and  you  ought 
not  judge  small-cap  stocks  on  so  short 
a  time  frame  as  a  single  year.  Exer 
since  a  Uni\'ersity  of  Chicago  re- 
searcher discoN'ered  that  for  more 
than  six  decades  small-firm  stocks  had 
been  returning  on  average  about  5% 
more  per  year  than  large-cap  stocks, 
Wall  Street  has  sought  to  capture  this 
so-called  small-cap  stock  effect.  More 
than  100  mutual  funds  now  concen- 
trate their  portfolios  in  the  small-firm 
sector  of  the  market,  pension  funds 
allocate  a  portion  of  their  assets  to 
small-cap  stocks  and  a  handful  of  in- 
vestment newsletters  focus  on  the 
small-cap  sector  of  the  market. 

It's  my  view  that  indi\'idual  inves- 
tors are  best  suited  to  capture  the 
small-firm  effect.  That's  because  the 
trading  xolume  in  small-cap  stocks  is 
so  low  that  large  institutional  inves- 
tors cannot  assume  significant  in\'est- 
ment  positions  without  causing  se- 
vere price  distortions.  Thus  most  of 
the  mutual  funds  and  pension  funds 
that  seek  smaller-company  stocks 
tend  to  concentrate  their  investments 
in  the  mid-cap  sector  because  of  the 
limited  liquidity  of  the  small  caps.  As  a 
result,  they  tend  to  capture  only  a 
portion  of  the  excess  returns  accruing 
to  small-cap  stocks. 

But  the  veiy  characteristics   that 


make  small-cap  stocks  a  good  bet  for 
indixidual  in\cstors  also  make  them 
unsuitable  for  anything  but  long- 
term  inxesting.  There  arc  three  basic 
reasons  for  this: 

1)  Because  of  their  limited  liquid- 
it)',  it  is  dangerous  to  dip  and  dart  into 
and  out  of  small  caps.  Small-cap  in\cs- 
tors  must  look  to  the  longer  term  for 
their  rewards. 

2)  Small-cap  stocks  are  not  good 
xehicles  for  market  timers.  If  you  be- 
lie\'e,  for  example,  that  the  stock  mar- 
ket is  about  to  take  off",  you  are  more 
likely  to  gain  by  inxesting  in  blue-chip 
stocks  rather  than  small  caps. 

3 )  Because  of  the  low  correlations 
of  return  among  small -cap  stocks 
themselves,  a  small-cap  inxestor  must 
hold  nearly  30  stocks  to  obtain  the 
same  dixersification  risk- reduction 
benefit  that  can  be  obtained  b\'  inxest- 
ing  in  a  dozen  large-cap  stocks. 

There  are  sexeral  sound  principles 
of  small-cap  inxesting  that  folloxx- 
from  these  facts:  Diversifx'  xxidely  and 
be  patient.  Moreoxer,  don't  rush  out 
to  buy  one  as  soon  as  x'ou  read  about  it 
in  my  column  or  in  any  other  source. 
A  sudden  increase  in  inxestor  interest 
in  somexxhat  illiquid  stocks  causes 
their  prices  to  spike  upxvarci.  Once  the 
additional  buying  interest  xxancs, 
stock  prices  tend  to  retreat  to  their 
prepublication  lexels.  So  little  is  lost 
by  XX  aiting  for  the  dust  to  settle. 

My  fundamental  rules  are  these: 
Invest  for  the  longer  term,  avoid  trad- 
ing and  the  large  transaction  costs 
that  result,  maintain  a  highly  dixersi- 
fied  portfolio  of  small-cap  stocks  and 
resist  the  urge  to  time  the  market. 
Eolloxv  these  simple  rules  and  xou  too 
can  profit  from  the  small-cap  stock 
effect exen  though  you  xxill  not  neces- 
sarily outperform  the  market  in  any 
given  year.  1^ 
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Drawing  on  the  success  of  last  January's  conference  on  Project  Finance  and  Constmction  in  the  1990s  that 
attracted  over  400  Project  Sponsors,  Contractors,  Developers,  Equity  Investors,  Investment,  Commercial  Banking 
and  Municipal  Finance  Leaders,  Government  Agency  Representatives,  Government  Regulators,  Project  Financing, 
Banking  and  Construction  Attorneys,  Equipment  Manufacturers  and  Suppliers  and  Project  Insurance  Specialists 


Forbes 


magazine  presents 


■RebuildinifB 

IMERIGA 


JANUARY  21  -23, 1 993  PU\ZA  HOTEL,  NEW  YORK  CffY 

A  Conference  Endorsed  by  the  National  Association  of  State  Development  Agencies  in  Cooperation 
With  the  Edison  Electric  Institute,  the  National  League  of  Cities  and  the  U.S.  Conference  of  Mayors 


Attend  this  unprecedented  conference 
on  developing,  financing  and 
delivering  construction  projects,  and 
the  renewal  and  repair  of  Americans 
infrastructure. 

Sessions  will  include: 

□  Opportunities  in  public-private  partnerships 
and  in  project  financing 

□  Capital  structures  and  sources  of  financing 

□  Risk  management 

□  Public  funding/municipal  issues 

□  Legislative  efforts  to  deal  with  financing 

□  Power,  independent  power  and  cogeneration 
projects 

Q  Industrial  projects 

□  Highways  and  toll  roads 

□  Bridges  and  tunnels 

□  Solid  waste,  incineration  and  resource  recovery 

□  Ports  and  airports 

□  Rail  and  transit 

□  Drinking  and  waste  water  projects 

□  Public  buildings  including  hospitals,  prisons, 
recreation  and  other  facilities 

□  Key  legal,  insurance,  construction  and 
environmental  issues 


The  conference  is  presented  in  association  with: 

American  International  Group  •  Banque  National 
de  Paris  •  Barba  International  Inc.  •  Bechtel 
Enterprises,  Inc.  •  Bradley,  Arant,  Rose  &  White  • 
Coopers  &  Lybrand  •  Financial  Guaranty  Insurance 
Company  •  Goldman  Sachs  &  Co.  •  High-Point  • 
Hill  International,  Inc.  •  Johnson  &  Higgins  • 
Pepper,  Hamilton  &  Seheetz  •  Peterson  Consulting 
Limited  Partnership  •  Port  Authority  of  New  York 
and  New  Jersey  •  Porter  &  Travers  •  Price 
Waterhouse  •  Raytheon  •  Shea  &  Gould  •  Stone  & 
Webster  Engineering  Corp.  •  Thelen,  Marrin, 
Johnson  &  Bridges  •  Willis  Corroon  •  (paHiai  listing) 


FOR  INFORMATION  AND  A  FREE  RROCHURE: 

MAIL:     CMC  ^Fhrhpc 

200  Connecticut  Avenue  ^^■^■HiHiHiHIipi 
Norwalk,  CT  06856-4990   ■■■  |lph|jj||linff" 


FAX: 


203-857-4075 


CALL:     203-852-0500 
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NAME. 
TITLE 


COMPANY. 
ADDRESS  _ 
CITY 


_STATE_ 


_ZIP 


PHONE 


STOCK  TRENDS 


MONEY  ft  INVESIMEinS 


What  did  I  learn  from  my  1992  mistakes? 
Among  other  things,  don't  assume  all  is  right  with 
a  company  just  because  the  stock  is  going  up. 

Be  skeptical  of 
the  expeirts 


Laszio  Birinyi  Jr.  is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


For  tho.se  of  us  who  go  public  with 
our  stock  selections,  the  year-end  re- 
\'iew  is  often  painftil,  but  honest)' 
demands  it  and  so  docs  the  learning 
process:  If  we  learn  from  our  mistakes 
they  are  not  mistakes  in  the  long  run. 

The  list  of  recommendations  I  ga\"e 
you  since  last  December  did  well  for 
much  of  the  year,  and  se\'eral  of  the 
names  did  well  through  the  end  of  the 
year.  On  the  whole  these  early  selec- 
tions were  up  about  10.7%  versus  4% 
for  the  S&P  500  average.  With  UAL  at 
106  at  the  end  of  August,  I  was  right 
on  both  price  and  time;  it  is  up  9.4%. 

In  early  February'  my  Forrhs  col- 
umn was  probably  the  first  to  high- 
light the  public's  return  to  the  mar- 
ket, and  in  that  same  issue  I  warned 
that  two  in\estor  favorites,  Coca- 
Cola  and  Philip  Morris,  were  starting 
to  see  distribution.  In  mid-May  I 
warned  against  John  Deere,  Boeing, 
Westinghouse  and  Monsanto.  Since 
then,  those  stocks  ha\e  dropped  an 
average  of  about  19%. 

Now  for  the  mistakes.  Perhaps  the 
most  costly  was  advising  you  to  a\oid 
CM  and  Ford  last  Januar\'.  Both  stocks 
had  sharp  gains  in  the  first  half,  and 


while  GM  gave  most  of  its  gain  back  to 
the  market,  Ford  has  held  on  to  most 
of  its  adxance.  (Fortunate!)',  I  tailed  to 
mention  Chrx'sler  as  a  stock  to  avoid; 
it  is  up  160%  this  year.) 

I  believe  that  my  bad  call  on  those 
two  stocks  was  a  result  of  ignoring  a 
\'eiy  fundamental,  basic  tenet:  Never 
confuse  the  company  with  the  stock. 
The  bad  news  about  the  companies — 
and  prospecti\e  huge  losses — kept  me 
from  making  an  eftbrt  to  evaluate  and 
appraise  the  stocks. 

Drug  stocks  were  especially  bad  per- 
formers in  the  year.  Having  first  rec- 
ommended Merck  at  147  (since  split 
3-for-l)  in  May,  Phzer  at  80,  and 
Warner-Lambert  at  60  in  August,  I 
thought  the\'  were  e\en  more  attrac- 
tive at  a  10%  or  25%  discount  to  those 
prices.  What  I  failed  to  see  was  that 
things  had  changed.  The  dollar  con- 
tinued weak,  Mr.  Clinton's  stature  was 
rising,  with  negati\e  implications  for 
health  care  stocks,  and  oxerseas  econ- 
omies— where  drug  stocks  get  much 
of  their  growth — were  not  growing. 
So,  lesson  number  two:  If  an  attractive 
stock  or  group  of  stocks  drops  in  price, 
review  the  background  for  major 
changes  before  you  jump  to  buy. 

Probably  my  most  e\pensi\  e  failure 
was  iii.vf.  I  liked  the  stock  in  carK' 
1992;  it  went  up.  Having  been  right, 
I  perhaps  eased  up  on  my  analysis  and 
scrutiny,  somehow  assuming  the  ris- 
ing price  signaled  all  was  well.  This  is 
not  uncommon,  because  professional 
money  managers  often  spend  most  of 
their  time  and  effort  on  the  stocks  in 
their  portfolio  that  are  not  moving, 
showing  benign  neglect  to  those  that 
are  going  up. 

In  short,  I  didn't  do  enough  home- 
work. I  asked  Peter  Lynch  recentlv 


why,  given  all  the  computer  databases 
and  written  material,  he  still  visits 
companies  and  their  management. 
His  response:  Because  he  wants  to 
find  out  what  the  company  does. 
Now  we  might  all  think  that  we  know 
what  IBM  does,  but  in  truth  vei-v  few  of 
us  understand  its  business. 

So  you  and  I  depend  on  experts  for 
such  stocks.  In  my  case,  I  hoped  that 
their  expectations  were  reasonable. 
Unfortunateh',  their  estimates  bore 
no  relation  to  the  final  numbers.  What 
you  can  do  and  I  should  have  done  is  a 
bit  more  independent  research — a  la 
Peter  Lynch.  I  probably  would  have 
discovered  that  the  analysts  have  been 
wrong  in  irm's  quarterly  projections 
for  most  of  the  last  two  years — too 
optimistic  in  some  quarters,  too  pessi- 
mistic in  others.  That  would  have 
made  me  distrust  the  optimism  they 
showed  in  much  of  1992. 

The  ultimate  lesson  I  learned  last 
year  was  that  things  change.  Al- 
though individuals  were  coming  back 
to  the  market  (and  I  expect  that  to 
continue),  I  focused  too  much  on 
institutional  stocks  and  might  have 
done  a  better  job  of  finding  small 
consumer  stocks  to  highlight  for  you. 
As  the  vear  drew  to  a  close,  these 
stocks  were  the  strong  performers. 

With  that  confession  made  and  les- 
sons learned,  what  do  I  like  for  I993r 

Going  into  the  new  year,  I  would 
stay  with  some  of  the  recent  winners. 
^7c^7  (49)  may  be  considered  plod- 
ding, but  the  stock  is  up  17%  since  its 
latest  earnings  report  in  late  October. 
It  might  be  a  touch  rich  here  but 
support  for  the  stock  is  strong,  and 
any  dips  should  be  looked  upon  as 
opportunities  to  accumulate.  Texas 
bistriiinciits{A7 )\^  another  stock  that 
is  likely  to  show  more  gains. 

But  for  the  year  I  expect  more 
orderly  group  moves  and  less  of  the 
seemingly  random  stock  moves  of 
1992.  The  groups  that  I  think  will 
deliver  in  1993  include  brokerage 
firms  (especially  Morjjan  Stanley^  54), 
the  oil.s — Exxou  (61 ),  Area  (111)  and 
Amoco  (50)  are  my  favorites — and  il 
the  economic  recover)'  becomes  a  re- 
ality, newspapers.  (I'll  go  with  the 
Nov  York  Tinu's  \  26 )  again. ) 

Among  small  stocks  Equitable  (14) 
may  spin  off  i)i.|,  and  Fifty  Off  Stores 
( 1 3 ),  a  retailer  that  had  a  tough  1 992, 
should  improve  in  1993.  §■ 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  6  L A3 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


Receive  Value  Line 
for  only  ^Si  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Slocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  for^SeS  $55.  Available  only  once  every  two 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser's  Your 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxes  • 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 


(Ext.  2903-Dept.  21 6J04)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 

NY  residents  add  sales  lax.  Foreign  rates  upon  request. 

jrhe  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017-4064 


FINANCIAL  SERVICES 


VOICE  MAIL 


Ji*^ 


Global  Investing 

Global  Investing.  The  essential 
twice-monthly  newsletter  for  inter- 
nationalizing your  portfolio  using 
Wall  Street's  fastest  growing  instru- 
ments: American  Depositary  Re- 
ceipts and  international  closed-end 
funds.  Global  Investing.  The  only 
independent  publication  highlighting 
top-performing  ADRs  of  foreign 
stocl<s  and  bonds  plus  closed-end 
funds  which  looks  after  investors, 
not  brokers'  trading  volume. 

In  its  first  18  months,  Global 
Investing's  model  yield  portfolio 
earned  interest  of  11.05%  while 
rising  5.9%.  Global  Investing's  buy- 
and-hold  portfolio  is  up  4.7%.  Global 
Investing's  speculative  portfolio  is 
up  30.3%.  Global  Investing's  port- 
folio of  closed-end  funds  produced 
gains  of  8.7%  and  yields  of  6.6%. 
Our  closed  positions  produced  a 
gain  of  28.5%.  (As  of  Nov.  30.) 

Priced  normally  at  $425,  Global 
Investing  is  being  offered  at  $199  to 
respondents  to  this  ad.  Free  sample 
issue  on  request. 

Global  Investing 

35  Sutton  Place,  Suite  14F 
NewYork.  NY  10022-2464 

(212)758  9480 


^#^* 


^LAST 

Your  MesOfB  Thni! 

VOICE  MAIL 
V^*   TELEMARKETING 
«*tALL  PROCESSING 

Translofm  your  PC/XT/AT/386  into  a  mulli-line  voice  pro- 
cessing command  center  Inlelligenlty  process  your 
sales,  inquires,  anrj  messages  Complele  package 

Multi-Line  v  ic>^  souiom       $995 

SINGLE  LINE  (BigmOulhl  $295 

(OcvetopenOEM  packages  availablel 

VISA— MC—AMEX— COD 
FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL   (5101  522  3800  •  FAX    15101  522  5556 

TALKING  TECHNOLOGY,  INC.    TS 

I12S  AIIANIIC  A'/i    •Ukmm   CA94M1     /// 


FINANCIAL  SERVICES 


SNARING 


IS  CARING 


UNHAPPY  with  returns  on  CD's,  Mu- 
tual Funds  and  other  investments? 
EARN  up  to  35%  - 100%  PER  YEAR 
in  a  managed  currency  portfolio. 
Min.  Invest.  $10,000 
Call  Tom  or  Eric 
718-626-0426  if  busy  917-919-9889. 


"12  SUNKEN 
TREASURE  SHIPS... 

Discovered"  after  4  years  &  1.6  M. 
Need  JV  partner(s)  with  $320K 
($8K  minimum  each)  to  complete 
project.  Potential  10.000%+  return! 
Salvaging  Galleon  now.  References. 
Call  814-255-6005  for  free  info. 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Maoulacturing  to  Small  Retail  Shops 

No  Brol<erage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
CArporations.  General,  Aircraft, 
Boat  &  Stielf  Corporations. 

CaH/Wrlte  for  FREE  KIT: 

P.O.  Box  484-FB 
Wilmington.  DE  19899 

800-321-CORP  •  302-652-6532 


khui 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  lull  ol  part 
lime  business  you  have  always  dreamed  about! 

An  excelleni  home  operaled  businessi  Books  sell  lasl  in  stores' 
Al  lairs'  Parties'  Malls'  Or  mail  order .  .  ,  anywhere  there  are 
people.  High  earnings  possible  making  and  selling  our  cxciling 
fine  ol  personalized  books  (lor  children  &  grown-ups). 
Personalized  audio  tapes  and   stationery   available   also 

CALL  TODAY!  (214)  248-9100 

ja     '      D  *>  K  ENTERPRISES,  INC. 
■jB  My  V*ry  Own  Booki 

^ir  jgiecommandef  Di  1101  Oi:4  J'  C^TfOlllon  TX  75006 


*' 


BOOKS  &  PERIODICALS 


OFF  SHORE  BANKING  GUIDE 


Enjoy  tax  lioe  banking  in  the 
Cayman  Islands,  or  any  other 
Caril)l)ean  couiUi'y.  Directory 
inclucle.s  addresses  and  phone 
numbers  of  all  o(T  shore  banks. 

$39.95  ihetk  to  m  Spy  Supply 

7(;olbyCt.,I)ept.Kl 
Bedford,  NH  031 10  (6171327-7272 


MBA  Degrees 

through  home  study  In  Marketing, 
Management,  Human  Resources, 
Health  Care  Administration,  Inter- 
national Business.  Save  time, 
effort  and  money  for  AA,  BBA  & 
MBA.  Get  the  facts  and  see  for 
yourself.  Call  (800)  477-2254, 
Southern  California  University,  202 
Fashion  Lane-#F,  Tustin  CA  92680 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Lite  and  Acadotnic 

Eiporience  •  No  Cliuroom 

AntndMice  Rsquircd 

1-800-423-3244 

FAX  (310)  471 -6456 

or  ttnd  detailed  retume 

lor  Free  Evaluation 

Pacific  Western  University 

600  U  Stpolveda  Blvd ,  Dtpl  165.  Los  Angelts,  CA  90049  ^ 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 

I  Credit  (or  work. /life  exp.  •  Accredited 

(800)  955-8879  (24  hrs.) 

LaSalle  University 

.  879  IMandeville,  LA  70470-4000 


It  keeps 

more  than 

memories 

alive. 


THKAMIKICAN  HiAKI 

ASStttlAMON 
Mi  MOKIAI.i'WO.RAM. 


***  American  Heart 
V  Association 


This  space  provided  as  a 
public  service 
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PERSONAL  CARE 


EXECUTIVE  GIFTS 


CORPORATE  ITEMS 


STOP  SWEAT 
6  WEEKS 

Drionic®  is    an    in- 
credibly nnore  effec- 
tive way  to  combat 
excess    sweat    — 
I  without   chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness.  Reusable   —  | 
safe  &  effective  say' 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept.   FOB  55 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 
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MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
i967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626^352 


FORBES  MARKET/ 
CLASSIFIED 

To  spotlight  your 

specialty  product  or 

service  to  an  affluent 

proven  responsive 

executive  audience: 

WRITE,  CALL  OR 

FAX:  LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)620-2440 
(212)  620-2472  (FAX) 


Ml,  Behold 

^^^^^   THt  rill.KVHA 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  lo  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

Ulley  Endurablcs  18003382797 

3525  Seneca  St.,  West  Seneca.  NY  14224 


I  our  unique  slores  in  loronlo.  Vancouver,  Montreal 


EXECUTIVE  GIFTS 


Build  Team  Spirit  with  LAPEL  PINS 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
hondpointed  marl<ings  ond  details 

•  Over  160  models  in  stocky 

•  Priced  from  $99.50 

•  Sotisfaction  guaranteed 

Call  1-800-950-9944 
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AOOSCUinVIK 
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FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age. They  hold  about  half  a 
years  issues,  tvlade  from  re- 
inforced board  covered  with 
leather-like  material  in 
red.  Title  is  hot-stamped 
in  gold.  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods.  BINDER 

Cases:  1 -$7,95  3-$21  95  6-$39,95 
Binders:  1 -$995  3-$27.95  6-$52.95 
ORDER  FROM  Jesse  Jones  Industries,  Dept  FB, 
499  East  Erie  Ave ,  Phila  ,  PA  19134  Enclose 
name,  address  (no  P  0  Box)  S  paymeni  Add  $1  per 
unil  lor  P&H  Oulside  USA  $2  50  per  unit  (U  S  funds 
only)  Pa  residents  add  6%  sales  tax  Credit  card 
orders  call  l-800-825-669U(min  $15)  Please  allow 
4  lo  6  weeKs  for  delivery  Satisfaction  Guaranteed. 


ForbesiCapitalistTboI® 


Recognize!  Award!  Promote!  Celebrate! 


LRPEL  PIN,  INC.. 


SPECIAL  MONEY-SAVING  OFFER  WITH  THIS  AD 

Fast,  efficient  ordering  &  service 

1-800-486-3617  EXT.  12 

HRS:  7:30AM-4:00PM-PACIFIC  TIME 


6381  HOLLYWOOD  BLVD.,  SUITE  505,  HOLLYWOOD,  CA  90028 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer       incredible  Low  Price 

INFINITERr^SK Q  BI.P« 

Don't  Lose  Their  Attention! 

Bright  red  laser  dot  lets  your  audience  focus  on 

your  topic  and  lets  you  direct  the  presentation. 

Ideal  tor  seminars,  classrooms  and  all  presentations. 


$72 

Silver  Only 

se,oo 

SaH 


55  Oak  Court,  Danville,  CA  94526 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  oep*. 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
reUeve  back  pain. 

•forward-tilt 
feature 

•Adju.stable 

neck  re.st 
•Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  52"  itp  lo  6'6" 


BackSaver  caU  1-800-251-2225 

lav  2i  lirs.  l.XII(l-4-i,V%()') 

5.^  Jeffrey  .\vc..  F.VIE.  HolliNton.  M\  01746 


EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  18-Aug.  7 
Adults  July  31 -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


PRESENTATION  SERVICES 


ging 

12-HOUR  TURNAROUND 

•Slides  'Overheads 

•  Canon  Color  Lasers 

•  Scanning  Services 

All  major  software  packages 
supported.  Fast,  efficient  service, 
unbeatable  quality.  See  how  easy 
imaging  c^n  be...  CALL  TODAY! 


(800)  232-5411 

(404)   374-6740 
.  22  Seventh  Street  Atlanta,  Georgia  30308 


TICKETS 


Global  Ticket  Service 

Concerts,  Sports,  Theatre-Nationwide 


Superbowl-lndy-Derby-  Masters-Final  4- 
NBA-NFL-Ptiantom,  Miss  Saigon-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1971  •  Visa 
Call  800-753-2871 /Fax:  609-795-4939 
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STREETWALKER 


EDITED  BY  THO 


Beware  the 
hockey-stick  effect 

Wn  H  VVai.i. S iRHHi  .ilni//  ciLx:)ut  how 
growth  stocks  will  load  the  market  in 
1993,  it\s  a  good  idea  to  mention 
some  of  the  pittalls  to  growth-stock 
investing.  The  key  to  success,  say 
analysts  Michael  Goldstein  and  Mi- 
chael Sommer  of  Sanford  C.  Bern- 
stein &  Cx).,  is  to  a\'oid  the  disap- 
pointments— companies  that  tail  to 
meet  the  general  expectation  for 
growth  stocks  of  15%  axerage  annual 
earnings  gains.  A  formidable  chal- 
lenge, the  analysts  point  out;  each 
year  55%  to  60%  of  all  growth  stocks 
fail  to  meet  the  test.  In  1992  the 
failure  rate  was  even  higher. 

With  earnings  estimates  for  some 
growth  stocks  under  pressure  as  a 
result  of  last  year's  disappointments, 
Goldstein  and  Sommer  looked  at 
what  happened  to  estimates  in  1992, 
and  at  estimates  for  1 993.  They  foimd 
that  while  1992  estimates  had  been 
trimmed  in  line  with  weak  growth 
rates,  1993  estimates  for  some  indus- 
tries declined  by  much  less.  "As  a 
result  [write  Goldstein  and 
Sommer],  the  earnings-es- 
timate    progression     from 

1992  to  1993  is  quite  pro- 
nounced— a  forecasting 
phenomenon  known  as 
'the  hockey-stick  effect.' 

The  growth  sectors  most 
affected  are  drugs  and  re- 
tailing,  in   each   of  which 

1993  earnings  growth  is 
thought  to  be  20%  to  35% 
above  the  long-term 
trend."  Conclusion:  Watch 
out  for  major  earnings 
disappointments  in  these  ■li^Bi 
sectors. 

In  the  case  of  drug  stocks,  the  rate 
of  change  in  1992  xersus  1993  implies 
that  earnings  are  expected  to  rise 
nearly  20%  this  year — much  higher 
than  the  group's  long-term  growth 
rate.  And  for  growth  retailers,  the 
analysts  note,  earnings  are  expected 
to  advance  more  than  20%  in  1993,  a 
substantial  premium  to  the  long-term 
growth  expectations  for  the  sector. 

Goldstein  and  Sommer  recom- 
mend an  ovenxeighting  in  technol- 
ogy and  financial  stocks,  where  esti- 
mates are  rising,  as  well  as  medical 
suppliers.  Their  portfolio  includes  the 
following  stocks  in  these  sectors  (with 


recent  prices):  Oracle  S\'stems  (2iy8), 
Microsoft  Corp.  (87V8),  hmc:  Soft-' 
ware  (65),  First  Financial  Manage- 
ment Corp.  (40y4),  HG&G  ( 18y8),.\MP 
( 561/4),  Dell  Computer  ( 3978),  Pitnev 
Bowes  (38y2),  Intel  (78),  J. P.  Mor- 
gan &  Co.  (63%),  First  Tennessee 
National  Corp.  (36y4),  First  Union 
Corp.  (40%),  KevCorp  (3778),  Suif^ 
Trust  Banks  (41%),  Primerica  (48), 
Fannie  Mae  (73¥8),  Geico  (61%), 
Progressixe  Corp.  (27y4),  American 
International  Group  ( 1 17%),  Golden 
West  Financial  (40y2),  Johnson  8c 
Johnson  (51  y4),  Abbott  Labs  (31%), 
Baxter  International  (34)  and  C.R. 
Bard  (34). 

Jackpot? 

J.ACKPOT  Hnthrprish.s,  Inc.  (fiscal 
1992  sales,  S63  million)  owns  and 
operates  some  4,600  slot  machines 
and  coin-operated  \ideo-poker  ma- 
chines situated  in  the  stores  of  leading 
retail  and  supermarket  chains  like 
Kmart,  Albertson's  and  Luck\'  Stores. 
The  Las  Vegas-based  company  also 


Jackpot  Enterprises  video-poker  machiines 
A  winning  hand  in  Mississippi? 


owns  two  slot  parlors  in  Nexada  and 
has  a  minority  interest  in  a  small  but 
thriving  casino  in  Deadwood,  S.D. 

Like  other  gambling  stocks.  Jack- 
pot has  benefited  as  more  states  ha\e 
legalized  some  form  of  gambling. 
Jackpot's  earnings  nearly  doubled,  to 
54  cents  a  share,  in  the  fiscal  year 
ended  last  June  30.  Flstimates  for  the 
current  year  are  running  around  80 
cents  a  share. 

Jackpot  is  looking  to  expand  in 
\'ideo  gaming,  alread)'  legal  in  some 
half-dozen  states  and  about  to  be 
legalized  in  three  or  four  others. 

Recently   trading  at    19y8,  or  24 


times  anticipateci  fiscal  1993  earn- 
ings. Jackpot's  6  million  Big  Board 
shares — insiders  own  15% — would 
appear  fully  valued.  But  the  best  mav 
be  yet  to  come. 

Last  March  Harrison  Countx', 
Miss.,  on  the  Gulf  Cx)ast,  Noted  to 
allow  gambling  on  the  water.  Several 
makeshift  casinos  there  already  arc 
sening  enthusiastic  crowtis,  and  by 
next  year  there  could  be  ten  casinos, 
all  told.  One  of  them,  possibly  on  a 
con\erted  barge,  will  be  Jackpot's. 
Jackpot  has  earmarked  up  to  SI 3 
million  for  the  project,  w  hich  should 
open  for  business  in  the  summer. 
Management  isn't  ballyhooing  the 
barge,  but  sources  think  it  will  help 
boost  Jackpot's  fiscal  1994  earnings 
well  in  excess  of  the  SI  or  so  per  share 
that  is  currenth'  anticipated  by  ana- 
Ivsts.  -Ll.S.A  COI.KM.AN 


Is  First  Chicago  for  sale.^ 

On  Shit.  14  First  C'hicago  Corp.,  the 
parent  company  of  First  National 
Bank  of  (Chicago,  announced  it  would 
dispose  of  nearly  $2  billion 
of  commercial  real  estate 
loans,  about  9%  of  its  S22 
billion  total  loan  portfolio. 
At  the  time.  First  Chicago 
stock  was  trading  in  the  low 
30s.  Roughly  three  months 
later,  it's  still  stuck  at  those 
lexels.  Recent  NVSK  price: 
33,  about  book  value. 

If  some    sources   inside 
the  company  are  right,  First 
C'hicago's     79.8      million 
common  shares  outstand- 
ing      are       uncommonly 
cheap.  The  sources  specu- 
late   that    management    is 
cleaning  up  the  balance  sheet  to  make 
the  S49.3  billion  (assets)  bank  into  an 
attractive  acquisition  candidate. 

One  oft-rumored  suitor:  Bank- 
America  ('orp.,  which  has  a  nation- 
wide bank  strategy  and  isn't  shy  about 
buying  big  banks  with  loan  troubles. 
Too,  First  (Chicago's  crown  jewel,  its 
$7.4  billion  credit  card  portfolio, 
would  fit  neatly  with  BofA's  $8.3 
billion  in  credit  card  assets.  Such  a 
merger  would  make  BofA  second 
only  to  C'iticorp  among  bank  card 
i.ssuers. 

Salomon  Brothers  analyst  John 
Leonard  isn't  predicting  such  a  deal. 
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But  earlier  this  year  Leonard  estimat- 
ed First  Chicago's  breakup  value  at 
about  $49  a  share,  nearly  50%  above 
market.  -Marc;ia  Bhrss 


Growth^r  else 

EvKR  SINCE  pessimistic  Heniy  Kauf- 
man left  Salomon  Brothers  in  1988  to 
start  his  own  economic  consulting 
firm,  Wall  Street  has  lacked  a  high- 
profile  Dr.  Doom.  But  Streetwalker 
may  have  found  the  man  to  fill  the 
void:  Giles  Keating,  37,  the  London- 
based  chief  economist  for  Credit 
Suisse  First  Boston,  a  unit  of  cs  First 
Boston  Group. 

At  a  breakfast  meeting  in  New  York 
City  recently,  Keating  predicted  that 
unless  economic  growth  picks  up  mi- 
raculously over  the  next  few  years,  the 
world  will  face  a  huge  increase  in  labor 
supply  from  the  emerging  regions 
that  will  drive  down  wage  rates  across 
the  globe.  "Before  too  long,"  Keat- 
ing warned,  "the  world  economy 
must  either  be  propelled  onto  a  much 
faster,  but  still  noninflationary, 
growth  track,  or  it  will  slide  into  a 
quasi-depression  featuring  protec- 
tionism, competitive  devaluations 
and  hugely  disruptive  migrations 
from  the  poorer  regions." 

To  underscore  his  outlook  for  the 
coming  century,  Keating  quoted  Jo- 
seph Schumpeter  (Forbes,  May  23, 
1983):  "Competition  from  the  new 
commodity,  the  new  technology,  the 
new  source  of  supply,  the  new  t^'pe  of 
organization  .  .  .  strikes  not  at  the 
margins  of  the  profits,  and  the  out- 
puts of  existing  firms,  but  at  their  veiy 
lives."  Both  savers  and  wage  earners, 
he  goes  on,  must  prepare  for  "a  shift 
towards  diminished  expectations." 

Keating  predicts  that  because  of 
structural  unemployment,  wages  and 
prices  will  be  subject  to  more  frequent 
and  violent  change.  He  expects  the 
number  of  corporate  defaults  to  in- 
crease markedly. 

How  would  Keating  invest  his 
money  today?  He  predicts  that  the 
French  franc  will  be  devalued,  per- 
haps as  a  ftjnction  of  the  revaluation  of 
the  deutsche  mark.  He  therefore  rec- 
ommends Celling  the  franc  short 
against  the  dollar,  and  buying  French 
stocks.  He  is  also  bullish  on  the  Ger- 
man stock  market. 

-Robert  Lenzner  Hi 
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Few  gifts  actually  improve  with  age. 
Your  bank  sells  one  of  them. 
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You  can  count  on  one  hand  the  gifts  that  actually  get  better  as 
they  get  older.  There's  only  one,  though,  you  can  buy  at  your  bank: 
a  U.S.  Savings  Bond. 

Visit  your  bank  for  the  gift  that  improves  with  age:  a  U.S. 
Savings  Bond.  For  more  information,  write:  Office  of  Public  Affairs, 
U.S.  Savings  Bonds  Division,  Washington,  DC  20226. 


VSAVINGS  |o 
iaBONDS 


Take 
Stock 
'"America 


A  public  service  of  this  magazine 


IT  HURTS 

TO  BE 

NUMBER 

ONE. 


37  million  Americans  suffer 
from  arthritis.  That  makes  it  the 
number  one  crippling  disease  in  this 
country.  It  attacks  in  over  one  hun- 
dred different  forms.  Some  forms 
disable.  Some  disfigure.  All  of  them 
hurt. 

If  you  need  help,  or  want  to 
help,  contact  your  local  chapter  or 
call  1-800-283-7800. 

A 

ARTHRITIS 

FOUNDATION* 
ybur  Source  for  Help  and  Hope* 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

(Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name. 


New  Address . 


City. 


State . 


Zip. 


JB9X41 


NEW  SUBSCRIPTION 

n  1  Year  (27  issues)  $54 

D  3  Years  (81  issues)  $108 

In  Canada,  1  year  $95  Can. 

International,  add  $71  to  U.S.  annual  rate. 

fbrbes 

P.O.  Box  10048 
Des  Moines,  lA  50340-0048 
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Land . . .  what  else  can  give  yon  so  much  pleasure  now  and  fSor  years  to  comeT 


^M^e  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
™  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     3WA1 
Ft.  Garland,  CO  81133. 
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Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signinrj  cinyiiiiiig  No  Federal  aguncy  has 
judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cri;,lo 
Ranches  NYA86-1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  ottered  to  New  Jersey  residents,  but  does  not  pass  upon  its  ments  or  value  Obtain  the  New  Jersey  Public 
Qfferina  Statement  and  read  it  before  sigmnq  anything  NJA  #60fi86nn4  CO,  rinrid,5  AD  20S.37 
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FmSHBACKS 


EDITED  DY  DERD  A.  SADHDERS 


"The  more  things  change . . ." 
70  yea]*s  ago  in  Forbes 

(Fromtheissueof  Jan.  6, 1923) 
"What's  worth  doing  is  worth  doing 
well.  The  [Harding]  Administration, 
judging  from  its  attitude  towards  Eu- 
rope, doesn't  believe  that.  Our  Euro- 
pean 'policy'  isn't  fish,  flesh  or  red 
herring.  It's  a  weird,  impossible  mix- 
ture of  aloofiiess  and  interference.  We 
insist  upon  hybrid  representation 
without  [the  U.S.]  accepting  a  scintil- 
la of  responsibility." 

"There  are  Ford  dealers  in  every  city 
and  town  and  hamlet  in  the  U.S.  Ford 
agents  prize  their  jobs.  A  Ford  agency 
in  the  great  majority  of  instances  is 
worth  money.  These  agents  know  this 
and  Ford  knows  that  they  know  this. 
Report  has  it  that  the  Ford  cohorts  are 
already  preparing  nationwide  plans 
for  lining  up  all  Ford  dealers  and 
agents  as  organizers  and  supporters  of 
'Ford-for-President'  Clubs." 

60  years  ago 

(Fromtheissueof  Jan.  1, 1933) 
"Artificial  boosting  of  farm  prod- 
ucts by  extensive  use — misuse — of 
taxpayers'  money,  has  proved  a  costly 
fizzle.  Although  the  Federal  Farm 
Board  has  expended  several  hundred 
millions,  wheat  and  cotton,  the  prin- 
cipal objects  of  its  beneficence,  have 
been  selling  around  the  lowest  prices 
ever  recorded." 

"What  we  like  to  think  of  as  the 
characteristic  spirit  of  America — the 
spirit  of  daring,  of  initiative,  of  inven- 
tiveness, of  ingenuity,  of  aggressive- 
ness, of  blazing  new  and  ever  new 
trails — is  being  worthily  exemplified 
by  our  motor  manufacturers.  Where- 
as leaders  in  various  other  industries 
have  been  cowed  into  tremblingly 
pulling  in  tHeir  horns  and  abandoning 
all  courage^,  motormakers  have  con- 
sistendy  exhibited  enterprise,  pro- 
gressiveness,  resourceftilness." 


50 


years  ago 


(Fromtheissueof  Jan.  1, 1943) 
"Last  year  more  than  3.5  million 
modest-income  Americans,  in  need  of 
cash  to  pay  taxes,  insurance  or  the  like, 
collectively  borrowed  nearly  $400 
million,  and  deposited  an  equally 
large  sum,  without  resorting  to  a  bank 


tl  '' 
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FDR  (seated)  rewards  ten  war  workers 
for  ideas  that  aided  the  war  effort. 


or  small  loan  agency.  The  conduits 
through  which  this  money  flowed  are 
called  'credit  unions,'  and  though 
they  already  number  nearly 
11, 000  .  .  .  new  ones  are  being  estab- 
lished every  week." 

"The  'weaker'  sex  continues  to  re- 
place men  for  strong-arm  work.  Only 
the  other  day,  12  women  were  hired 
as  longshoremen  (first  time  in  Pacific 
Coast  history)." 

25  years  ago 

(From  THE  ISSUE  OF  Jan.  1, 1968) 


Chicago's  First 
National  was 
among  many  U.S. 
banks  that  built 
new  headquar 
tors  for  them- 
selves in  the  late 
1960s. 


"For  years  the  computer  business, 
except  for  IBM,  has  been  big  on  prom- 
ise, small  on  profit.  Last  year  the 
profits  started  following  the  prom- 
ise. ..  .  To  be  sure,  only  International 
Business  Machines  and  Control  Data 
had  computer  profits  they  could  brag 
about.  But  the  orders  were  literally 
pouring  in." 


"Steel  shipments  declined  only 
about  6%  [in  1967],  but  with  costs 
rising  faster  than  prices,  and  with  the 
inherent  leverage  of  the  steel  business, 
industry  profits  probably  dropped 
close  to  35%  from  the  year  before." 

10  years  ago 

(From  the  issue  of  Jan.  3,  1983) 
"Women  seem  to  be  weathering  the 
recession  better  than  men.  November 
figures  showed  40.6  million  at  work, 
an  actual  numerical  gain  over  Octo- 
ber and  the  year  before.  For  men,  the 
November  numbers  showed  55.7 
million  at  work;  this  was  a  drop  of 
500,000  from  October  and  a  drop  of 
1.2  million  from  November  1982." 
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Unauthorized  flight  gets  Forbes  balloon 
in  trouble  at  Chinese  artillery  range. 


"Ford  is  going  all  out  to  lure  back  the 
young  driver.  The  number  two  car- 
maker has  just  sold  400  of  its  new 
Mustang  gts  to  the  California  High- 
way Patrol  and  will  ba».k  that  up  with  a 
slogan,  'The  car  that  chases  Porsches 
for  a  living.'  To  make  the  sale  Ford 
marked  down  the  cars  to  $6,868.  .  .  ." 

"With  inflation  calmer  and  eco- 
nomic recovery  slow  around  the 
world,  oil  prices  will  continue  to  soft- 
en through  the  remainder  of  the  win- 
ter. Some  expect  a  drop  from  the 
present  $34  a  barrel  for  Saudi  light 
crude  to  $25  by  the  time  the  forsythia 
start  popping  this  spring."  WM 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


Is  there  more  fun  in  hein^ 
one  of  the  very  biggest 
bankers  in  another  town,  or 
bein£  more  or  less  lost  in 
the  scuffle  in  New  York? .  .  . 
The  banker  whose  ambition 
is  to^et  the  most  out  of 
life  would  probably  do  well 
to  remain  in  his  local 
community.  There  he  is 
greatly  looked  up  to  and 
wields £reat  influence.  .  .  . 
The  business  pace  is  not 
killin^r.  He  has  time  to 
live.  He  has  time  to  be 
neighborly.  He  has  time  to 
read.  He  has  time  to  play. 
He  has  time  to  be  sociable. 
He  has  time  to  make  friends 
and  keep  friends  and  be  a 
friend.  In  short,  he  can 
get  about  all  there  is  to 
begotten  out  of  life. 

-B.C.  Forbes 


A  Text ... 

The  sluggard  will  not 
plough  by  reason  of 
the  cold;  therefore 
shall  he  beg  in  har\'est, 
and  have  nothing. 
-Proverbs  20:4 


Sent  in  by  Gordon  Raddatz, 
Oshkosh,  Wis.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


I  can't  tell  a  lie — not  even 
when  I  hear  one. 
-John  Kendrick  Bangs 

I  would  rather  be  able  to 
appreciate  things  I  can  not 
have  than  to  have  things  I 
am  not  able  to  appreciate. 
-Elbert  Hubbard 

I  do  benefits  for  all 
rehgions — I'd  hate  to  blow 
the  hereafter  on  a 
technicality. 
-Bob  Hope 

If  this  is  coffee,  please 
bring  me  some  tea;  but  if 
this  is  tea,  please  bring 
me  some  coffee. 
-Abraham  Lincoln 

Don't  expect  other  nations 
to  have  a  democracy 
like  ours — they  don't  have 
enough  lawyers. 

-CULLEN  HiGHTOWER 


I  know  a  fellow  who's  as  broke 
as  the  Ten  Commandments. 
-J. P.  Marquand 

Say  what  you  will  about  the 
Ten  Commandments,  you  must 
always  come  back  to  the 
pleasant  fact  that  there  are 
only  ten  of  them. 
-H.L.  Mencken 

She  who  is  born  a  beaut}' 
is  born  betrothed. 
-Italian  proverb 

Imagination  is  more  important 
than  knowledge. 
-Albert  Einstein 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


What  the  world  needs  is  more 
geniuses  with  humilit\' — there 
are  so  few  of  us  left. 
-Oscar  Le\'.\nt 

Adam  was  human;  he  didn't 
want  the  apple  for  the 
apple's  sake,  he  wanted  it 
because  it  was  forbidden. 
-Mark  Twain 

Angels  fly  because  they  take 
themselves  lighdy. 
-G.K.  Chesterton 

It  is  only  by  labor  that 
thought  can  be  made  healthy, 
and  only  by  thought  that 
labor  can  be  made  happy, 
and  the  two  cannot  be 
separated  with  impunit\'. 
-John  Ruskin 

The  scientific  theory  I 
like  best  is  that  the 
rings  of  Saturn  are 
composed  entirely  of 
lost  airline  luggage. 
-Mark  Russell 

I'm  a  great  believer  in  luck; 
and  I  find  that  the  harder  I 
work  the  more  I  have  of  it. 
-Stephen  Leacock 

Don't  be  afraid  to  take 
a  big  step  if  one  is 
indicated.  You  can't 
cross  a  chasm  in  two 
small  jumps. 
-David  Lloyd  George 

Why  is  the  word  tongue 
feminine  in  Greek,  Latin, 
Italian,  Spanish,  French 
and  German? 
-AusriN  O'Malley 

Beauty  will  not  season  soup. 

-Polish  proverb 

The  last  time  I  saw  him  he  was 
walking  down  Lover's  Lane 
holding  his  own  hand. 
-Fred  Allen 


294 


Forbes  ■  laiui.in  4,  199.^ 


Ills 


yth  -  U.S.  mg^cturing  is  busted.  Fact  -  It's 

-st  buys  on  the  yield  curve:  How  to  get  6%  with  safety 


lES 
January    J^ 


January  18,  1993     Four  Dollars 


BURLINCAME  PUBLIC  LIBRARY 


3  9042  00055932  5 


I 


A 


A 


A 


How  undenvriters 

and  fund  managers  levitate 

favored  growth  stocks 


439338 


OTDh-OTDhb    V3  lUVSNIiynfl 

an  :>ii8nd  luvsNiiyna 

EbDldOa  hb*5/hbS05<L2DDDayj# 
DTDhb  lI9I<I-5******r9a3aXfl» 


BURLINGAME 

JAM  ^  -  1993 

LIBRARY 


In  tribute  to  a  great  literary  figure: 

THE  MONTBLANC 
MEISTERSTUCK  HEMINGWAY 


A  limited  edition, 
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^. 

MOMT*                         ' 
BIANC 

THE    ART    OF    WRITING 

i 


Experience  the  rare  pleasure  of  an  exceptional  fountain  pen. 

Handcrafted  of  the  finest  materials,  this  exclusive  edition  is  limited  to  20,000 

pieces  worldwide.  Each  is  engraved  with  the  immortal  Hemingway  signature. 


For  an  Authorized  Retailer  nearest  you  call  Montblanc  USA:  800-995-4810. 
Available  at  tine  jewelers,  department  stores,  quality  stationers  and  other  Authorized  Retailers. 


WEALTH  CREATION  CENTERS''"  CONCEPT  #24 


CAVhAT:  You  must  be  worth  over  $100  million,  have 


funds  and  can  qualHy 


THE  MOST  OVERLOOKED 

INVESTMENT  STRATEGY  FOR 

PEOPLE  WORTH 

$100  MILLION  OR  MORE 


GUARANTEED  TO  DOUBLE  YOUR  NET  ESTATE* 

BUY  $100  MILLION  OF  LIFE  INSURANCE 

IN  AN  IRREVOCABLE  TRUST 


Each  $100,000,000  Policy  Matures  at  the  Death  of  the  Second  Spouse,  Income 
and  Estate  Tax  Free,  Using  a  Last-To-Die  Survivorship  Life  Insurance  Policy. 

You  Choose  Your  Own  Combination  of  Policies  From  a  Diversified 

Selection  of  AM  Best  A+  rated  and  Standard  &  Poors  AA  rated 

Life  Insurance  Companies. 

There  are  no  Living  Benefits  to  the  Insured.  $100,000,000  is  Available  at  Your  Deaths. 

Stocks  and  Real  Estate  go  up  and  down 

DEATH  IS  GUARANTEED. 

If  you  have  principal  that  you  don't  wish  to  risk  or  excess  income  beyond  what 

your  lifestyle  requires  this  is  the  best  investment  strategy  for  you. 


PURCHASE  PRICE  DEPENDANT  ON  AGE  AND  MEDICAL  REQUIREMENTS. 


Age 

60 
65 
70 
75 
80 


1  PAYMENTT 

To  Insurance 

Company 

$10,000,000 

$13,000,000 

$18,000,000 

$23,000,000 

$35,000,000 


GIFT  TAX 
To  Uncle  Sam 

$5,000,000 
$7,150,000 
$9,900,000 
$12,650,000 


TOTAL 
Outlay 

$15,000,000 
$20,150,000 
$27,900,000 
$35,650,000 


Buys 
Buys 
Buys 
Buys 


+    $19,250,000    =    ^54,250,000        Buys 

^FIGURES  BASED  ON  CURRENT  ASSUMPTIONS  ~  AVAILABLE  IN  SMALLER  AMOUNTS 


OUR  WAY 

At  Death  Income  & 

Estate  Tax  Free 

$100,000,000 
$100,000,000 
$100,000,000 
$100,000,000 
$100,000,000 


YOUR  WAY 

At  Deatti  After 

Income  &  Estate  Tax 

$6,750,000 
$9,067,500 
$12,555,000 
$16,042,500 
$24,412,500 


WHY 
LOSE 

$93  MILLION 
$90  MILLION 
$87  MILLION 
$84  MILLION 
$75  MILLION 


The  only  cost  for  this  program  is  the  yearly  loss  of  interest  on  your  total  outlay  at: 

Age  60  =  $750,000,  Age  65  =  $t,(K)7,500,  Age  70  =  $1 ,395,000,  Age  75  =  $1 ,782,500,  Age  80  =  $2,712,500. 

Where  can  you  Invest  $750,000  to  $2,712,500  annually  and  receive  $100,000,D(K)  guaranteed?* 

Your  Family  Can  Use  This  $100  Million  To: 

•  Pay  Estate  Taxes  At  A  Discount       •  Give  More  To  Charity 

•  Recover  All  Losses  Of  A  Lifetime     •  Create  Additional  Wealth 


THIS  PLAN  CAN  BE  FINANCED  AND  PAID  OVER  A  PERIOD  OF  TIME 
WE  SPECIALIZE  IN  LARGE  POLICIES  FROM  $10  TO  $100  MILLION 


For  more  Information  Call  Barry  Kaye  At:  1-800-662-5433 


Barry  Kaye, 

author  of 

Save  a  Fortune  on 

Your  Estate  Taxes 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS,  SUITE  500    LOS  ANGELES,  CA  90067 
800-662-5433        310-277-9400        FAX:  310-282-0775 


SM 


I  SAVE A 
FORTUNE 
ONYOUR 
ESTATE 

TAXES 

BARRY  KME 


©1992  Wealth  Creation  Centers 


"Much  useful 
advice  from  a 
pro."-  Forbes 


T\ie  safety  features  you  want  without 
^^  '    the  body  style  of  a  refrigerator. 


Our  highly  advanced  anti-Uft/ anti-dive  suspension 
provides  exceptional  control  during  panic  steering 
situations.  As  a  result,  the  AlUma'  can  outhandle  a 
Lexus  ES300  on  a  wet  or  dry  slalom  course* 


Our  Nissan  AUima  GLE  model  has  a  head  up 
display  that  projects  speed  and  warning  signals 
onto  the  unndshield  enabling  you  to  keep  your 
eyes  on  the  road  at  all  times. 


brakeV 


5^ 


At  Nissan,  we  believe  a 
car  doesn't  have  to  be  ugly 
to  be  safe.  It  doesn't  have 
to  be  expensive,  either. 
The  new  Nissan  AltinuT 
employs  over  forty  standard 
safety  features.  It  starts  at 
$13,000?*  And  as  you  can 
clearly  see  for  yourself ,  it 
doesn't  remotely  resemble 
a  household  appliance. 
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Every  Nissan  AUima  has 
a  standard  driver's-side 
air  bag  complete  ufith 
terminals  plated  in  gold  to 
protect  against  corrosion. 
It  also  has  three  sensors  to 
ensure  the  air  bag  deploys 
only  when  necessary. 


Sometimes,  the  best  def^ 
is  a  good  offense.  Tap  t 
Altima's  accelerator  an 
you  can  quickly  escape 
harm.  The  car  issores^ 
sive,  it  has  morefreewc 
merging  power  than  a 
Mercedes-Benz  I90E 1 


Nissan  Motor  Corparatitm  in  U.S.A.  For  more  tnformatiim,  call  1-800-NISSAN-3,  extension  601.  Smart  people  abvays  read  the  fiw  prrini.  Ami  they  always  wear  Ouif  -> 
*Based  an  independent  test  conducted  by  Automotive  Marketing  Consultants,  Inc.  1993  Nissan  AUima  XE  or  SE  versus  1992  amtpetUwe  vefuetes.  Merging  poiuer  /viv  <  i  ■ 


^ 


The  Nissan  AUima's  solid  DURASTEEV  unit  body 
includes  reinforced  door  beams,  roof  and  pillars. 


All  braking  systems  are  not 
alike.  When  equipped  with 
optional  ABS  brakes,  the 
Nissan  Altima  SE  can  come 
to  a  quicker  controlled 
stop  than  a  BMW  325i* 


Front  and  rear  crumple  zones  help  manage 
crash  energy  and  help  redu£e  interior  damage. 
In  addition,  steel  guard  beams  have  been 
placed  in  the  door  panels  to  help  provide  fur- 
ther protection  in  the  event  of  side  impact. 


Introducing  the  new  Nissan  Altima.  The  affordable  luxury  sedan. 


Nissan^  Super  Toe 
ControF  system  allows 
the  rear  wheels  to  turn 
in  the  same  direction  as 
the  front  wheels— pro- 
viding greater  control  at 
high  speeds  and  in  emer- 
gency handling  instances. 


-f^»^S*- 


The  New  Nissan 

Altima 

It's  time  to  expect 
mare  from  a  car." 


stance  required  to  accelerate  firm  20-55  mph.  Slabm  comparison  based  on  course  completicm  time.  Braking  based  on  stopping  distance fivm  50-0  rr^h  on  a  wet  road 
'.  XE  model  shown  with  optimal  alloy  wheels.  **Martufactureri  suggested  retail  price  for  Nissan  Altima  XE  excluding  taxes,  title,  license,  destination  charges  and  cations. 
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"Workers  don't 
hang  their  brains 
on  the  door  when 
they  come  to  work 
anymore." 
■■■■  40 


"One  Friday  in 
December,  there 
were  16  equity 
deals  on  the 
calendar.  Two 
years  ago  some 
underwriters 
wouldn't  do  equity 
offerings  on 
Friday  because 
buyers  had  their 
minds  on  other 
things." 

^^m  66 


"The  public 
today  can 
get  in  cheaper 
than  the  big 
investors  did." 
^■^  44 


"I  was  prepared  to 
make  the  effort, 
because  the 
request  came 
on  IRS 
letterhead." 

^^m  50 


OH  THE  COVER 


66 


Danger  Zone 

By  Gretchen  Morgenson  with  Steven  Ramos 
Fad  restaurant  stocks  trading  at  165 
times  earnings,  performance  funds 
buying  overpriced  new  issues,  brokers 
propping  up  underwriting  clients 
with  outlandish  predictions.  Does 
anyone  remember  what  happens 
when  a  go-go  market  is  over? 


40 


The  Myth  Of  U.S. 
Manufacturing's  Decline 

By  Jerry  Flint 

Political  sloganeering  notwithstand- 
ing, U.S.  manufacturing  is  thriving. 

The  Funds: 

How  To  Get  6%  With  Safety        108 

By  Mary  Betli  Grover 

Medium -term  Treasurys  deliver  most 
of  the  yield  you'd  get  on  a  long  bond. 
Why  take  the  risk  of  the  long  bond.^ 


COMPAHIES/IHOUSTRIES 


West  One  43 

By  John  H,  Taylor 

A  high  stock  price,  growing  profits. 

Time  Waimer  44 

By  Robert  Lenzner 

Two  savvy  analysts  look  to  the  Riture. 

Up  &  Comers: 

Adrian  Steel  58 

By  Rita  Koselka 

Coaching  a  small  business  is  harder 

than  coaching  a  gridiron  team. 


Starting  Tour  Own  Business: 
Sendai  Publishing  Group  59 

By  Christopher  Palmeri 

Meet  the  boss:  A  videogame  fanatic 

and  publishing  magnate  on  the  make. 

Freeport-McMoRan  80 

By  Seth  Lubove 

Here's  a  cheap  way  of  buying  a  piece 

of  two  efficient  mining  companies. 

Ingersoll-Rand  83 

By  Paul  Klebnikov 

The  company  stumbled  badly  a  few 

years  ago.  Today  it  prospers. 


IHTERHATIOHAL 


46 


Europe:  Competitiveness 

By  Richard  C.  Morals 

Smart  Europeans  worry  about  grow- 
ing American  competitiveness. 

Japan:  Videogames  56 

By  Gale  Eisenstodt 

One  area  where  the  Japanese  econo- 
my is  still  vibrant  is  videogames.  But 
Japanese  domination  may  not  last. 


MOHEY  &  IHUESTIH6 


Insurance: 

Wash  Out  78 

By  Carolyn  T,  Geer 

Wash  loans  on  life  insurance  policies 

might  not  survive  greedy  agents. 


The  Funds: 

Coffee,  Tea  Or  Funds? 

By  Jason  Zweig 

Everybody  wants  to  market  mutual 

hinds,  even  airlines  and  utihties. 

The  Forbes  Index 

The  Forbes/Barra 

Wall  Street  Review  K 

World  Markets  Review  10 1 

Streetwalker  12  j 

William  Wrigley  Jr.  Co.;  Laszlo  [ 
Birinyi  Jr.;  Esco  Electronics  Corp.;  | 
Edisto  Resources  Corp. 
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Block  That  Innovation! 

By  Laura  Jereski 
The  U.S.  Food  &  Drug  Administra, 
tion  has  all  but  stopped  approvinij 
new  medical  devices. 

Taxing  Matters: 
No  Fishing 

By  Laura  Saunders 

Winning  one  against  the  IRS. 

On  The  Docket: 
Women  Who  Kill 

By  David  Frum 

Are  women  who  slaughter  their  mat 
killers  or  are  they  just  poor  victims  oJ 
fashionable  psychological  syndrome!  ] 
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"We  did  our 
downsizing 
early." 
^^H  83 


Funds  tliat  picit 
medium-term  Treasurys 
witli  good  yield, 
low  risk. 
■■IH  108 


LEFT: 

"in  the  post-Atari  world, 
all  the  hardware  systems 
have  emanated  from  Japan.' 
56 


lot  Wings  Take  0£f 

y  Andrew  Tanzer 

n  the  U.S.,  fried  chicken  outlets  are 

truggling;  in  Asia  they're  booming. 


COMPUTERS/COMMUNICATIONS 


icore  One  For  Vertical 
ntegration  88 

y  Julie  Pitta 

^'or  a  while  it  looked  as  if  fabless  chip 
ompanies — the  ones  with  engineers 
nd  marketers,  but  no  factories — 
)wned  the  future.  No  longer.  Also: 
ommentary  by  Joseph  R.  Garber. 


SCIENCE  &  TECHNOLOGY 


94 


telephony  Unbottled 

iy  Peter  Huber 

mplicadons  of  the  massive  reposi 

ioning  of  wire  and  radio  under  way. 


PERSONAL  AFFAIRS 


96 


lie  Great  Giveaway 

!y  Brigid  McMenamin 

irst  it  was  frequent  flier  programs, 
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As  you  can  see,  our  employees  are  a  passionate  lot.  Who  else  would  give  up  [voluntar- 
ily, mind  you)  a  day  on  the  open  road  to  spend  it,  instead,  glued  to  a  new  systemboard 
design?  And  the  results  of  this  passion?  Look  no  further  than  the  AST  PowerExec!"  A 
notebook  that  actually  adapts  to  the  work  habits  of  the  user-powering  down 


selected  functions  between  keystrokes  and  other  periods  of  system 


inactivity.  The  power  saved  can  then  be  used  to  upgrade  the 


PowerExec  in  ways  previously  only  seen  in  desktops.  We  call 


it  Intelligent  Power  Management,  and  it's  just  one  of  the  break- 


throughs that's  made  us  a  fortune  500  firm  with  sales  over  $  1  billion.  Proof  that  when 
you'd  rather  hover  over  a  keyboard  than  a  set  of  handlebars,  anything  can  happen. 
Discover  how  our  obsession  can  meet  your  PC  needs.  Call  800-876-4AST. 
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The  Product  Of  Our  Obsession. 
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POWEREXEC 


SMART 

Intel  386SL/25  or  486SL/25 

microprocessor,  with  AST  Intelligent 

Power  Management. 


POWERFUL 
4MB  of  RAM,  64KB  cache. 


FLEXIBLE 

Flash  BIOS,  Removable  Hard  Drive, 

Docking  Stations,  Security  Locks. 


VERSATILE 
Two  credit-card-sized,  industry- 
standard  PCMCIA  slots 
for  simultaneous  connectivity 
to  networks,  modems,  faxes 
and  other  peripherals. 


UPGRADABLE 

To  Intel  486SL  (32-bit,  3.3-volt) 

processor.  Removable  Hard  Drives 

to  200MB,  RAM  expansion  to 

20MB,  optional  passive  and 

active  color  displays. 


RESPONSIVE 

To  learn  more,  call 

800-876-4AST  (4278).  We'll  answer 

your  questions  right  away. 


FAST 

1958  Harley  Davidson 

Duo-Glide  Panhead.  I200cc 

V-Twin  with  sw^  igarm  frame. 

Optional,  of  course. 


lie  Intel  Inside  Logo  is  a  registered  trademark  of  Intel  Corporation.  Fortune  500  is  a  registered  trademark  of  the  Time  Inc.  Magazine  Company. 
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Jerry  Flint 


Myth  buster 

Elderly  Americans  re- 
duced to  eating  dog  food. 
A  little  over  a  decade  ago 
there  was  a  steady  stream  of 
such  articles  and  broad- 
casts. Jerry  Flint  got  on  the 
story  in  1980  and  found  it 
was  dead  wrong.  With  So- 
cial Security,  pensions  and 
home -ownership,  Ameri- 
can old  folks  were  in  gener- 
al well  off.  The  dog  food  ^^^H  i 
Stories  petered  out  and  to- 
day it  is  accepted  that  the  older  generation  has  most  of  the  national 
wealth  and  easily  its  share  of  the  national  income. 

We  recently  asked  Flint  to  check  out  assertions  freely  made 
during  the  presidential  elections  that  American  industry  was  being 
wiped  out  by  those  clever,  exploitative  foreigners.  In  "The  myth  ot 
U.S.  manufacturing's  decline,"  which  starts  on  page  40,  Flint 
shatters  the  myth  and  traces  it  to  a  misunderstanding  of  the  nature 
of  productivity. 

Jerry  Flint's  an  old-fashioned,  hard-on-shoe-leather  reporter.  A 
Detroit  native,  he  began  covering  the  auto  industry  in  1958.  And 
though  he's  written  on  a  wide  range  of  subjects  in  the  ensuing  35 
years — presidential  elections,  urban  riots,  Central  America,  govern- 
ment— he  has  never  lost  touch  with  the  Middle  West  and  with  the 
American  factory  floor — as  the  article  in  this  issue  shows. 

Japan  goes  California 

From  our  Pacific  Bureau,  Gale  Eisenstodt  reports  on  ho 
entrepreneurs  and  software  writers  in  the  Japanese  videogame 
industry  are  thumbing  their  noses  at  Japanese  tradition.  Since  the 
Atari  disaster,  Japanese  outfits  have  dominated  this  worldwide 
business,  but  some  ambitious  Americans  are  beginning  to  push  them 
hard.  "That  is  where  the  money  is"  starts  on  page  56. 

Principles  derived  from  principals 

Among  those  who  scribble  regularly  on  economics,  one  com- 
mentator, Boston  G/o^^  columnist  and  long-ago  Forbes  staffer  David 
Warsh,  stands  out  for  the  grace  of  his  prose  and  the  depth  of  his 
learning.  Reading  him  is  such  a  pleasure  you  scarcely  notice  the 
erudition  that  informs  his  judgments.  Macmillan,  Inc.  is  publishing  a 
collection  of  Dave's  writings  under  the  aptly  descriptive  title  Eco- 
nomic Principals.  ("Principals,"  not  "principles,"  for  Warsh  doesn't 
neglect  the  interplay  between  ideas  and  personalities.)  Some  of  the 
idea-mongers  Warsh  writes  about  will  be  unfamiliar  to  you,  while 
others — like  Robert  Reich,  Clinton's  proposed  Labor  Secretary  and ' 
no  favorite  of  Warsh's — are  current  celebrities.  They  are  ail  in  one 
way  or  another  relevant  to  your  life  and  business  affairs.  The  book 
consists  of  over  150  short,  self-contained  profiles,  handy  for  those 
who  must  do  their  reading  in  snatches.  Pick  up  a  copy  and  raise  your 
economics  I.Q.  Painlessly 
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TAX-FREE       FUNDS 


Fran  KLi  n's 

PHILOSOPHY:    WITH 

MONEY  AND   FINANCIAL 

PLANNING,    PRUDENCE 

COMES    FIRST. 


The  company  that  bears  his 
name  is  an  estabHshed  leader 
in  offering  investors  tax-free 
mutual  funds. 

If  you  seek  high  current 
income  that  is  tax-free,  con- 
sider this:  Franklin  manages 
36  tax-free  funds,  including 
29  funds  free  from  both 
federal  and  state  personal 
income  taxes. ^ 

Franklin's  tax-free  funds 
deliver: 

♦  Monthly  income  dividends 

♦  Professional  management 

♦  The  investment  power  of 
tax-free  compounding 

Call  your  investment  advisor 
or  Franklin  today. 

-800-342-FUND 
EXT      1217 


t  For  iii\c'.stois  subjcet  to  Icderal  oi  sUite  alternative  iiiiiiiniuiii  tiL\,  a  small  portion  of  the  income  may  be  subject  to  such  tax. 
Franklin  Distributors,  Inc. 
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PRODUCTIVITY  PARADISE. 


It's  a  CD  player  that  plays  ideas.  It's  computer  technology  that  sings, 

and  makes  business  information  move  and  talk. 

The  Sony  Multimedia  CD-ROM  Player.  See  how  it  can  make  your  productivity  blossom. 

To  receive  product  information  and  dealer  locations, 

call  I-800-937-SONY,  ext.  333. 


^  ^     'W 


©1993  Sony  Corporation  of  America,  All  rights  reserved.  Sony  is  a  Trademark  of  Sony. 
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Jobs'  new  couirse 

At  FIRST  Steven  Jobs'  Next  Computer 
Inc.  was  going  to  take  on  Apple  Com- 
puter's Macintosh  line.  But  that  strat- 
egy didn't  work,  so  Jobs,  who  co- 
founded  Apple,  announced  Next 
would  produce  workstations  in  com- 
petition with  Sun  Microsystems.  In 
the  workstation  race,  Jobs  told 
Forbes,  1992  would  be  "make'^or 
break"  for  Next  (Apr.  29,  1991). 

But  1992  came  and  went  without 
making  or  breaking  Next.  Jobs  did, 
however,  announce  yet  another  new 
direction  for  the  company.  "We 
switched  our  entire  business  strategy 
last  summer,"  he  said  at  a  computer 


Next  Computer's  Steven  Jobs 
Another  new  strategy. 


industry  conference  in  September. 
"In  the  beginning  we  really  didn't 
know  what  we  were  doing." 

Next's  new  strategy  is  to  de- 
emphasize  hardware  sales  (only 
around  $140  million  last  year)  and 
focus  instead  on  software.  Jobs  has 
developed  a  new  operating  system — 
dubbed  Nextstep — based  on  AT&T's 
Unix  standard.  Like  Microsoft's  Win- 
dows product,  Nextstep  enables  a 
user  to  control  the  computer  through 
a  series  of  graphical,  on-screen 
menus.  Although  Nextstep  is  current- 
ly available  only  to  buyers  of  Next 
computers,  in  mid- 1993  Jobs  plans  to 
offer  a  version  for  any  machine  run  by 
Intel's  powerftil  486  microprocessor. 
Jobs  had  originally  planned  to  take 
Next  public  no  later  than  this  coming 
spring,  but  the  company's  lackluster 
computer  sales  have  forced  him  to  put 
those  plans  on  hold.  Luckily,  Jobs 
isn't  short  of  working  capital.  In  1989 
Japan's  Canon  Corp.  invested  $100 
million  in  return  for  one-sixth  of 
Next.  Canon  also  extended  a  $55 


million  line  of  credit  to  Next,  enough 
to  see  the  company  into  1994,  savs 
Next  President  Peter  van  Cuylen- 
burg.  He  adds  that  Canon  will  con- 
vert any  outstanding  loans  to  equit)'  if 
Next  ever  goes  public.    -Julie  Pitta 

Down  but  not  out 

"Storjesforourtimes."  That's  how 
Forbes  once  characterized  conve- 
nience stores,  where  consumers  could 
stock  up  on  gas,  milk,  eggs,  cigarettes 
and  soda — and  rent  a  video  and  use 
the  automatic  teller  machine — all  in 
one  stop  (Nov.  3,  1986). 

But  in  recent  years,  just  about  the 
only  people  making  money  from  big 
convenience  store  chains  have  been 
bankruptcy  attorneys.  Among  the  big 
convenience  store  operators  that  have 
sought  bankruptcy  protection  in  the 
last  few  years  are  Southland  Corp, 
Circle  K  Corp.,  National  Conve- 
nience Stores,  Cumberland  Farms 
and  Sunshine-Jr.  Stores. 

What  happened  was  tliis:  Safeway 
and  other  grocer\'  and  general  mer- 
chandise stores  began  attracting  the 
harried  two-income  family  shoppers 
by  sta\'ing  open  later,  and  by  pricing 
traditional  convenience  store  staples 
ver\'  competitively.  Meanwhile,  major 
oil  companies  like  Texaco,  Mobil  and 
Arco  opened  their  own  convenience 
stores — and  offered  cheaper  gasoline 
to  boot. 

But  don't  write  off" the  convenience 
store  industry  yet.  Thousands  of  un- 
profitable stores  have  been  closed. 
Moreover,  store  operators  have  in- 
vested heavily  in  point-of-sale  scan- 
ners, thus  enabling  them  to  tailor 
their  merchandise  mix  to  the  charac- 
teristics of  specific  markets. 

"I  think  the  numbers  in  the  last  half 
of  1992  and  first  part  of  1993  will 
support  the  theory  that  the  industry  is 
starting  to  show  increased  sales  and 
profitability  per  store,"  says  Barbara 
Grondin  Francella,  executive  editor 
oi  Convenience  Store  News. 

One  good  omen:  At  Circle  K. 
which  has  reduced  its  store  count  lo 
3,000  from  around  4,600  since  filing 
for  (Chapter  II  protection  in  May 
1990,  same-store  merchandise  saks 
increased  1 1%  in  the  six  months  end- 
ed this  October,  compared  with  the 
same  period  in  1 99 1.  Operatiii;., 
earnings  were  also  up  11%,  to  $28  .^ 
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million,  in  six  months. 

Maybe  our  1986  characterization 
will  turn  out  to  be  apt  after  all. 

Garbage  predictions 

"THERE'S  WAY  MORE  supply  than  de- 
mand for  services  in  hazardous 
waste,"  laments  Francis  Williams. 
That  plaint  is  quite  a  turnabout  for  the 
chairman  of  Tampa,  Fla.'s  Kimmins 
Environmental  Service  Corp.  Two- 
and-a-half  years  ago  Kimmins'  annual 
revenues  were  running  around  $100 
million,  and  Williams  was  predicting 
that  they'd  approach  $500  million  by 
1995  (June  25,  1990).  The  compa- 
jny's  stock  surged  from  a  split-adjust- 
ed 2%  a  share,  when  Kimmins  went 
public  in  1987,  to  around  9  in  1990. 
At  the  time,  however,  Forbes  not- 
ed Kimmins  used  aggressive  account- 
ing techniques  to  recognize  income 
early  and  had  bungled  a  couple  of  big 
cleanup  jobs.  Sure  enough,  after  earn- 
ing $4  million  (35  cents  a  share)  in 
1989,  Kimmins  lost  $1.8  million  the 
following  year.  In  1991  Kimmins 
earned  $2.3  million  on  revenues  of 
$101  million — but  lost  money  again 
in  the  first  nine  months  of  last  year. 


Kimmins  Chairman  Francis ' 
He  missed  his  target. 


lams 


The  stock.''  It  now  bumps  along  at 
around  2%  a  share. 

On  the  positive  side,  Williams  says 
Kimmins'  solid  waste  collection  and 
disposal  operation — a  business  the 
company  entered  in  1989 — was  prof- 
itable for  the  first  time  in  the  fourth 
quarter  and  should  generate  revenues 
of  around  $25  million  in  1993. 

Williams  now  predicts  that  Kim- 
mins' revenues. will  reach  $200  mil- 
lion to  $300  million  by  1995.  But  to 
judge  from  the  price  of  Kimmins' 
stock.  Wall  Street  isn't  taking  the 
prediction  seriously.  ^ 
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RETURNS  THAT  BEAT  MARKET  AVERAGES* 


Proof  That  Some 

Junk  May  Tiim  Out 

Quite  Valuable 


Fidelity's  Spartan  High  Income  Fund 


Comfortable  with  the  greater 
risks  of  low  quality  bonds?  Now 
may  be  the  time  to  consider  invest- 
ing in  Spartan®  High  Income 
Fund.  The  Fund  offers  you: 

•  Built-in  fund  diversification 
can  reduce  the  risk  of  owning 
individual  bonds. 
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Impressive 
Results 


30-day  Yieltf  074-% 

(ended  12/8/92)         y'l^ 


1-Year  Total  Returr  'j'jA'ZX 
(9/30/91-9/30/92)    ^  I'^J 


Avg.  Annual  Return^ 
(8/29/90-9/30/92) 


25.57"^ 


•  Fidelity's  Spartan  Approach® 
is  designed  to  maximize  yields  by  minimizing  expenses/ 

Put  Fidelity's  resources  in  the  high  yield  bond  area  on 
your  side  to  help  uncover  value.  For  more  complete  informa- 
tion, including  management  fees  and  transaction  expenses, 
call  or  write  for  a  free  prospectus.  Read  it  carefully  before 
investing  or  sending  money  (Minimum  investment:  $10,000.) 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


IM 


Fltlelity 


Investments 

Common  sense.  Uncommon  results. 


CODE:  FORB/SPH/011893 
There  is  a  1%  redemption  fee  on  shares  held  less  than  270  days.  'For  the  year  ending 
9/30/92,  the  Fund's  total  return  outpaced  the  11.05%  return  of  the  Standard  &  Poor's  500 
Index  and  the  22.56%  return  of  the  Salomon  Brothers  Composite  High  Yield  Index.  ^Total 
returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capi- 
tal gains.  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when  you  sell 
2r  your  shares.  ^Transactions  you  make  reduce  your  yield.  Fidelity  Distributors  Corporation. 
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Whypeople\\iiof 
areritgomgan 


Over  18  million  people  use  some  version 
of  Lotus"'  1-2-3'  every  day.  They  depend  on  it. 
They  trust  it.  They  know  it.  \\Tiich  is  why,  if 
the^re  moving  from  DOS  to  Windows,'  they're 
moving  to  1-2-3  for  Windows ...  for  some  very 
good  reasons. 

They  know  that  only  1-2-3  is 
fully  compatible  with  1-2-3. 

Only  1-2-3  for  Windows  is  able  to  read 
and  execute  every  1-2-8  for  DOS  file,  style  and 
macro.  Which  means  you  can  preserve  your 
full  investment  in  1-2-3  for  DOS  files  when  you 
move  to  1-2-3  for  Windows.  And  only  1-2-3  for 
Windows-with  its  built-in  Classic  Menu-lets 
you  use  all  your  familiar  1-2-3  commands. 

They  know  that  1-2-3  offers 
the  best  3D  technology. 

Only  1-2-3's  3D  technology  gives  you  easy 
access  to  256  worksheets  and  lets  you  build 
3D  formulas  just  like  you  do  in  2D.  Which 
ultimately  makes  consolidating,  comparing 
and  analyzing  data  much  simpler  In  compar- 
ison, Excel's  Workbook''  is  a  limited  imitation 
of  true  3D.  And  while  working  in  Group  Mode 
in  Borland's'  Quattro  Pro  for  Windows,  simply 
cutting  a  range  of  data  in  one  sheet  unfortu-. 
nately  means  you'll  delete  the  data  on  every 
sheet.  And  what's  worse,  you  can't  undo  it.  All 
of  which  means  if  the  analytical  power  of  3D 
technology  is  important  to  you,  1-2-3  is  still 
the  best  choice  you  can  make. 


They  knowtliat  1-2-3 

for  Windows  now 

includes  the  im)st 

asked-for  enhancements. 

The  new  release  of  1-2-3 
for  Wmdows  Release  LI  includes, 
a  number  of  performance 
enhancements.  For  example, 
it's  now  the  fastest  Windows 
spreadsheet  for  printing  on 
PostScript"  printers.  And  it's 
also  the  fastest  to  launch. 
We've  also  added  over  25 
innovative  new  features, 
usability  enhancements 
and  GUI  development 
tools.  The  result?  1-2-3 
for  Windows  is  now  more 
powerful  and  easier  to  use 
than  ever  before. 

Theyknowthatl-2-3 

forWindows 
offeYsunrnaldied 
database  capabilities. 

It's  true.  If  you're  a  spread- 
sheet user  who  needs  to  access  exter- 
nal databases,  1-2-3  for  Wmdows  remains 
unmatched-particularlyif  you  need  rela- 
tional capabilities.  In  fact.  Corporate 
Computing  (August  1992)  recently  wrotr  1  }i; it 
'for  the  experienced  1-2-3  database  user,  7-^- 


*ln  Canada  call  l-800-GO4XmJS.  ©1992  Lotus  Development  Corporation,  56  Cambridge  Parkway.  Cambridge,  MA  02M2.  All  rights  reserved  Lotus,  I  2  .)  and  l)iilal.i'iis 
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for  Windows  nith  DataLen^"  is  the 
front- end  tool  of  choice!' 

They  know  we're  the 

best  company  to  do 

business  with. 

Not  only  do  more  people  prefer 
our  product,  but  according  to 
the  ComputerWorld  Spread- 
sheet Brand  Preference 
Study,  more  people  prefer 
our  company  And  even 
more  recently  the  Infor- 
mation Technology 
Association  of  America 
announced  that  Lotus 
has  been  awarded  its 
prestigious  Quality  Award 
recognizing  outstanding 
customer  service  and 
customer  satisfaction. 
So  if  you're  staying 
in  DOS  or  moving  to 
Windows  or  still  trying  to 
decide,  remember  one  thing. 
That  people  who  know  spread- 
sheets are  staying  with  1-2-3.  Call 
us  today  for  your  free  demo  disk  at 
1-800-TRADEUP,  ext  7357*  or  visit 
your  Lotus  Authorized  Reseller. 


Lotus. 


1-2-3  fiffWindows 


M 


Development  Corporation,  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation.  Windows  and  Workbook  are  trademarks  of  Microsoft  Corporation. 
:■  a  registered  trademark  of  Adobe  Systems,  Incorporated 
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Phony  phones 

Want  lo  iMrRt;ss  people  without 
spending  a  lot  of  money?  One  of  the 
hottest-selling  items  in  office  supplies 
stores  in  1993  is  expected  to  be  a  S20 
fake  portable  cellular  phone,  accord- 
ing to  TOPP,  a  Madera,  Calif -based 
buying  co-op  of  105  independent 
office  products  dealers. 

The  phony  phone,  made  by  Yafa 
Pen  Co.  of  Canoga  Park,  Calif, 
comes  complete  with  a  bo- 
gus antenna.  The  phone  it- 
self is  actually  a  calculator, 
and  inside  are  a  pen,  a  pen- 
cil, eraser,  ruler  and  tube  of 


Yafa  Pen  Co.'s 
fake  cellular  phone 
Stores  should  be 
ringing  up  real 
sales  in  1993. 


glue.  The  earpiece  contains  a  small 
notepad. 

This  is  GM? 

How  H.\RD  WILL  General  Motors 
work  to  sell  a  car  these  da}'s.^  Plent\' 
hard,  if  what  recently  happened  to 
Mark  Schweber  is  any  example. 

Schweber,  a  New  York  financial 
analyst  who  owns  a  1985  Toyota 
Corolla,  wanted  a  new  American  car. 
He  liked  the  Geo  Prizm,  a  GM  car  built 
at  a  California  plant  by  a  GM-Toyota 
joint  venture.  One  problem:  the  Geo 
Prizm's  fold-down  rear  seat  allows 
access  to  the  trunk  from  inside  the  car; 
Schweber  feared  this  made  the  trunk 
an  easy  target  for  thieves. 

On  the  other  hand,  the  Toyota 
Corolla,  which  is  the  twin  of  the  Geo 
Prizm,  has  a  lock  that  eliminates  this 
potential  problem.  So  Schweber 
wrote  a  letter  to  Jack  Smith,  gm's  new 
chief  executive.  "Why'd  you  design 
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General  Motors' 
American-made 
Geo  Prizm 
GM  seems 
willing  to  go 
that  extra  mile 
to  sell  a  car. 


IfOtl 
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your  car  this  way?"  asked  Schweber. 
"If  you'd  only  done  it  like  the  Toyota 
I  would  have  bought  your  car." 

Schweber  wasn't  expecting  a  reply. 
But  two  weeks  later  he  got  the  follow- 
ing message  on  his  answering  ma- 
chine at  home  from  John  Berberich,  a 
GM  executive  in  Detroit:  "We  want 
that  sale,  and  we've  contacted  engi- 
neers at  the  factor)'  to  see  if  they  can 
retrofit  a  new  model,  or  design  a  kit 
that  dealers  can  put  on  cars  in  stock. 
.  .  .  Please  give  us  a  chance  to  give  you 
\\'hat  you  want."  Berberich  even  left 
his  home  phone  number. 

"I  didn't  give  them  my  home  num- 
ber," says  a  flabbergasted  Schweber. 
"They  must  have  looked  it  up." 

Schweber  recently  broke  his  leg 
stepping  into  a  parking  lot  pothole. 
When  the  cast  comes  off  he  will  get 
back  in  touch  with  GM.  If  it  can  lock 
that  trunk,  the  sale's  a  lock. 

-Jerry  Flint 

The  entrepreneurial 
President.^ 

Alas  P.atricof,  chairman  of  the  New 
York-based  venture  capital  firm  Patri- 
cof  &  Co.  Ventures,  has  backed  such 
startups  as  Apple  Computer,  Office 
Depot  and  Cellular  Communica- 
tions. Aftier  raising  money  for  Bill 
Clinton,  Patricof  is  now  advising  him 
on  how  to  achieve  the  President- 
elect's goal  of  creating  more  jobs  in 
small  entrepreneurial  companies. 

Patricof  believes  he  has  convinced 
Clinton  that  if  he.  wants  to  create  jobs, 
he'll  have  to  help  Patricof  and  his 
fellow  venture  capitalists.  Patricof 
isn't  sure,  but  he  thinks  the  new  Ad- 
ministration will  soon  propose  legisla- 
tion providing  that  anyone  who  in- 
vests up  to  S5  million  in  a  company 
capitalized  at  less  than  $100  million 


will  pay  only  half  the  regular  capital 
gains  tax  rate,  if  there's  a  gain.  More- 
over, any  investment  of  up  to  $5 
million  that  stays  in  place  for  ten  years 
would  be  totally  fi-ee  of  capital  gains 
taxes.  Also  being  considered  to  help 
new  computer  and  biotech  firms  is  a 
proposal  that  startups  be  allowed  the 
permanent  use  of  the  research  and 
de\elopment  tax  credit,  as  well  as  a 
longer  period  during  which  the)'  can 
use  net  operating  loss  carrs'forwards 
to  offset  earnings. -Robert  Lenzner 

GapitaHsm  on  the  march 

Iv\ST  FALL  Boris  Yeltsin's  government 
trotted  out  the  first  of  6,000  state - 
owned  companies  to  be  converted  to 
pri\'ate  ownership  b\'  \oucher:  Mos- 
cow-based Bolshevik  Biscuit  Co., 
billed  as  Russia's  rjr  Nabisco.  Here's 
how  the  deal,  advised  by  Credit  Suisse 
First  Boston,  worked: 

Russia's  savings  banks  distributed 
vouchers  for  shares  in  Bolshevik  Bis- 
cuit free  of  charge  to  any  Russian 
citizen  who  cared  to  play  the  market. 
The  \ouchers  are  later  converted  by 
auction  into  stock  representing  44% 
of  the  company's  eq- 
uit)'   (employees  and 
management   bought 
56%). 

The  face  value  per 
voucher  was  initially 
set  at  10,000  rubles, 
or  about  S25,  but 
non-capitalist-mind- 
ed Russians  simply 
sold  their  vouchers, 
sometimes  for  just  a 
bottle  of  vodka  or 
two.  This  pushed  the 
market  price  to  40%  of 
face  value.  It  was  a 
field    day    for    those 
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ussians  who  know  a  capitalist  bar- 
gain when  they  see  one.  They  began 
accumulating  all  the  vouchers  they 
jcould  find.  In  towns  outside  Moscow 
the  vouchers  were  reportedly  being 
accepted  instead  of  rubles  by  some 
entrepreneurial  prostitutes.  The 
vouchers  recently  traded  back  up  to  as 
much  as  90%  of  face  value.         -R.L. 

Brother,  can  you  spare 
a  few  million  quarters? 

The  Federal  Reserve  Bank  of  Minne- 
apolis used  to  ship  surplus  quarters  to 
other  regional  Federal  Reserve  Banks, 
but  the  Minneapolis  folks  found 
themselves  short  of  two-bit  pieces. 

What  happened?  Slot  machines. 
Each  new  slot  machine  requires  about 
1,000  quarters,  or  $250  worth,  to  get 
up  and  running.  Between  April  and 
October  of  last  year,  the  Mint  shipped 
$8  million  worth  of  quarters,  or  ten 
emergency  truckloads,  to  the  Minne- 
apolis Fed  so  it  could  service  the 
demand  created  by  gambling  on  Indi- 
an reservations  in  Minnesota,  Wis- 
consin and  South  Dakota  in  its  re- 
gion. And  the  Federal  Reserve  Bank 
of  Kansas  City,  whose  region  includes 
Colorado,  has  also  seen  a  big  jump  in 
demand  since  three  towns  in  that  state 
were  okayed  for  gambling  in  1991. 

Some  50  Indian  tribes  in  16  states 
have  signed  compacts  with  state  gov- 
ernments allowing  them  to  set  up 
casinos  on  their  land.  But  not  to 
worry,  says  a  Mint  spokeswoman.  She 
estimates  there  are  15.6  billion  quar- 
ters now  in  circulation.  Moreover, 
once  the  quarters  are  in  the  slot  ma- 
chines, they  don't  need  to  be  replaced 
too  rapidly.  -AmyFeldman  wm 


^ 
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FIDELITY  HAS  THE  ANSWERS 


Change  Your  Job 

Without  Shortchanging 

Your  Retirement 


A  new  tax  law  effective  January  1, 1993  can  reduce  the  amount  of 
your  retirement  savings  when  you  change  jobs  or  retire.  Your  former 
employer  may  be  required  to  withhold  20%  of  your  distribution  for 
federal  income  tax  if  you  elect  to  have  the  distribution  paid  to  you.  In 
total,  your  taxes  and  penalties  could  be  more  than  40%!^ 

Keep  Your  Retirement  Savings  Working  Full  Time 

With  a  direct  roll  over  to  a  Fidelity  Rollover  IRA,  you  can  avoid 
the  20%  withholding  and  postpone  current  taxes  to  keep  your  retire- 
ment plan  money  working  as  hard  as  you  did  to  earn  it. 

And  Fidelity  gives  Rollover  IRA  investors  another  impor- 
tant benefit:  no  sales  charge.  This  waiver  of  sales  charges  applies 
to  Fidelity  stock  mutual  funds  (except  Fidelity  Magellan  Fund,  Fidelity 
Select  Portfolios  and  Fidelity  New  Millenium  Fund)  when  purchased 
directly  through  a  Fidelity  Rollover  IRA  and  certain  other  Fidelity 
retirement  accounts.^ 

Count  On  Fidelity's  FREE  Guide  For 
The  Information  You  Need  Now 

Call  for  your  free  copy  of  A  Common  Sense  Guide  to  Keeping 
Your  Retirement  Plan  Money  Working.  Or  ask  to  speak  to  one  of  our 
dedicated  Retirement  Specialists 
for  the  answers  to  questions  about 
your  retirement  savings  plan.  #     r^^  «  .,     __^ 

More  than  two  million  Individ-  /     tk^^      ~~ 

uals  nationwide  trust  Fidelity  with 
over  $50  billion  in  retirement 
assets.  We  invite  you  to  join  them. 


Kittttimt^   'vmt«M>ttv!^gim.^ 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FUelUy 


Investments' 


Common  sense.  Uncommon  results. 

2r  CODE:  FORB/GENR/011893 

Call  for  a  free  guide  and  a  Rollover  IRA  fact  kit  including  a  current  prospectus  with  more  complete  informa- 
tion on  charges  and  expenses.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  'Example  based 
on  31%  federal  income  tax  rate  and  IRS  10%  early  withdrawal  penalty  ^Including  certain  Fidelity  retirement 
plans  such  as  Fidelity  IRAs,  SEP-IRAs  and  Fidelity  Keoghs.  Fidelity  Distributors  Corporation. 


THINKOFITASOWIAR 
FORTHE  POWER  HUNGK 


FORD  TAURUS 


with  the  new,  uniquely  engi- 
neered automatic  transmissioi 
or  the  5-speed  manual,  the 
Taurus  SHO  promises  an  unfoi 
table  taste  of  the  road. 

Begin  with  the  sequential 
injected  24-valve  220  horseix)V 
V-6.  This  racing-type  engine  is 
ideally  balanced  by  the  4-whcf 
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ependent  sport-tuned  suspen- 
ii,  so  you'll  enjoy  exceptional 
formance. 

nd  since  even  the  most  adven- 
ous  palate  has  a  conservative 
ak,  the  Taurus  SHO  has  stan- 
d  anti-lock  brakes,  a  standard 
/er's  air  bag  supplemental 
:raint  system,  and  the  option 


of  a  right-front  passenger's  side  air 
bag.  Air  bags,  in  conjunction  with 
properly  worn  safety  belts,  are  one 
of  the  most  effective  restraint 
systems  available.  The  Ford 
Taurus  SHO.  A  perfect  way  to 
satisfy  your  appetite  for  power. 

Buckle  up -together  we  can  save  lives. 


HAVE  YOU  DRIVEN 
AFORDUTELY? 


^/J^ 


LAST  WEEK 

98  TEENAGERS  DIED 

from  aprohU'iii  solved 
years  aj^o. 


They  lost  their  lives  in 

alcohol-related  auto  accidents. 

But  what  really  killed  them  was 

even  more  tragic... 

a  simple  lack  of  information. 

Their  communities  simply  didn't  know 
about  an  idea  bom  in  Darien,  CT 
called  Safe  Rides.  In  the  four  years 
prior  to  the  program,  drinking  and 
driving  killed  seven  Darien  high 
school  students.  In  five  years  since, 
there  weren't  any  such  fatalities. 

Safe  Rides  has  achieved  national 
prominence.  But  that's  unusual.  Most 
great  ideas  aren't  known  outside  the 
communities  in  which  they're  bom. 
That's  where  we  come  in. 

We're  Community  Action  Network 
(CAN),  a  volunteer  non-profit  service 
of  the  advertising  industry.  We  find 
tested  solutions  that  we  share  with 
communities  in  combating  their 
critical  social  problems. 

Today  CAN  is  sharing  over  1000 
solutions  in  its  20  social  problem 
categories.  They're  available  for  the 
first  time  in  the  20  booklets  of  the 
CAN  Solutions  Library.  All  solutions 
in  the  CAN  Databank  are  included  (in 
summary  form)  in  these  booklets. 


CAN'S  20 
people-problem  booklets 

AIDS  •  ALCOHOL  ABUSE  •  CHILD  ABUSE 

•  CRIMINAL  JUSTICE  •  DRUG  ABUSE  • 

DRUNK  DRIVING  •  EDUCATION  • 

ELDERLY  CARE  •  ENVIRONMENT  • 

FAMILY  CONCERNS  •  HANDICAPPED  • 

HOMELESS  •  HUNGER  •  HOUSING  • 

MEDICAL  CARE  • 

MISSING  CHILDREN  •  RAPE  •  STREET 

CRIME  •  TEENAGE  SUICIDE  • 

UNEMPLOYMENT 


Write  to  Community  Action  Network 

for  the  booklets  that  serve  your  need: 

($10  each). 


Sharing  solutions  to  social  problems 

COMMUNITY 

ACTION 

NETWORK 

211  East  43rd  Stroot,  New  York,  NY  10017 


READERS  SAY 


Gays  in  the  military 

Sir:  Re  "Homosexuals  in  the  mili- 
tary" (Dec.  21,  1992).  Soweli  insists 
that  if  the  military  openly  accepts  gays 
"group  morale"  will  decline.  So 
what?  Morale  likewise  declined  for  a 
time  after  Truman  forced  the  integra- 
tion of  blacks  into  all-white  forces,  yet 
the  military  soon  overcame  its  preju- 
dice and  got  on  with  its  duties.  The 
same  happened  when  women  joined 
all- male  units:  Morale  drooped,  then 
recovered. 
-Hunter  Madsen 
San  Francisco,  Calif. 

Sir:  Despite  a  reprehensible  history  of 
discrimination,  the  military  has  man- 
aged to  assimilate  women,  blacks, 
Jews  and  Asians.  CoHn  Powell,  him- 
self a  beneficiary  of  integration,  has 
conceded  that  the  military  will  also 
manage  to  assimilate  homosexuals  af- 
ter their  "official  recognition." 
-Jeffrey  Travis  Atwood 
Larchmont,  N.T. 

Sir:  Hasn't  there  been  recent  news 
about     inappropriate     heterosexual 
conduct  in  the  military?  Perhaps  het- 
erosexual people  should  be  banned. 
-K.  White 
Chicago,  III. 

Creative  investing 

Sir:  Social  security  system  investment 
practices  squander  the  opportunity  to 
safely  enhance  and  prolong  the  cur- 
rent surplus  (Fact  and  Comment, 
Sept.  28,  1992).  What  responsible 
pension  fund  manager  would  invest 
100%  of  their  portfolio  in  govern- 
ment securities?  Reallocation  of  a  por- 
tion of  the  surplus  to  corporate  bonds 
and  equities  would  greatly  enhance 
yield  and  provide  a  much  needed 
stimulus  to  the  economy. 
— Jeffrey  S.  Horton 
Arden  Hills,  Minn. 

Not  SO  special 

Sir:  Re  "Here  come  the  cross-shop- 
pers" (Dec.  7,  1992).  Specialty  stores 
aren't  so  special,  anymore.  Basking  in 
success,  some  have  forgotten  their 
genesis.  Pursuing  growth,  they  opted 
to  stretch  their  merchandise  lines 
along  with  cookie-cutter  store  prolif- 
eration. Now,  looking  much  like  de- 


partment stores,  they've  lost  that  im 
perative  of  a  clear  and  distinctive  fo 
cus.       When       definition       blurs, 
performance  erodes.  In  retailing  to- 
day, to  be  a  generalist  is  to  be  boring. 
-Stanford  H.  Sholem 
Retailing  consultant 
The  Sholem  Co. 
Champaign,  III. 

Vital  statistics 

Sir:  Re  "Murphy's  Law"  (Dec.  7, 
1992).  Steelcase  introduced  its  first 
ergonomic  seating  line  in  1974,  two 
years  before  Herman  Miller's  first  er- 
gonomic chair. 

I  predicted  that  industry  sales  will 
increase  5%  to  12%  next  year.  But  I  did 
not  make  that  prediction  for  Steel - 
case. 

Frank  Merlotti  retired  as  chief  exec- 
utive officer  from  1988-91.  He's  cur- 
rently chairman  of  the  Executive 
Committee  for  the  corporation. 
Frank  continues  as  a  key  and  vital 
contributor  to  our  company. 
-Jerry  K.  Myers 
President  and  Chief 

Executive  Officer 
Steelcase  Inc. 
Grand  Rapids,  Mich. 

Worthy  recipients 

Sir:  Re  "Taxation  without  represen- 
tation"   (Nov.    23,    1992).    Clients 
served  by  Interest  on  Lawyers'  Trust 
Accounts-funded  lawyers  are,  for  ex 
ample,  victims  of  domestic  violence, 
the  homeless,  mothers  trying  to  raise 
families  without  adequate  child  sup 
port,  and  the  elderly  in  need  of  nurs 
ing  and  other  health  care. 
-J.  Michael  McWiLLiAMS 
President 

American  Bar  Association 
Chica£io,  III. 
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Credit  due 

SIR:  Re  "The  thin  line"   (Oct.   12, 
1992).  The  supporting  charts  used  in 
the  article  were  from  a  Booz,  Allen  & 
Hamilton     special     report    entitled 
"Consolidation       in       Aerospace/ 
Defense— What's  Next?" 
-Cyrus  F.  Freidheim  Jr. 
Vice  Chairman 
Booz,  Allen  &  Hamilton  Inc. 
Chicago,  III. 

Track  them  down 

SiR:  Re  "Home  on  the  range"  {l<lov. 
9,  1992).  There  is  a  track  called  Santa 
Anita  that  is  located  in  Arcadia,  Calif. 
Also,  Hollywood  Park  is  located  in 
Inglewood,  Calif.  It  is  not  located  in 
Florida. 

-David  Sanders 
Chesterfield,  Mo. 

Purchase  price 

SiR:  Procter  &  Gamble  didn't  pick  up 
Richardson-Vick's  for  a  paltry  $1  mil- 
lion (Informer,  Nov.  9,  1992).  It  was 
$1  billion. 

-Ronald  J.  Ferland 
Howard  afb,  Panama 

A  pressing  issue 

Sir:  Re  "Long  on  claims,  short  on 
evidence"  (Nov.  23,  1992).  The  pri- 
mary purpose  of  identifying  abused 
youngsters  is  not  to  punish  the  sus- 
pected perpetrators  but  to  protect 
children.  Children  may  die  if  agency 
staff  members  wait  for  absolute  proof 
before  acting. 

-Robert  D.  Gillette,  M.D. 
Poland,  Ohio 

Computer  fraud 

Sir:  Re  "The  playground  bullies  are 
learning  how  to  type"('D^c.  21, 
1992).  Nowhere  do  you  mention  the 
contributory  negligence  of  the  "vic- 
tims" of  computer  crime.  It  is  becom- 
ing common  for  business  to  connect 
its  money  to  phone  lines  protected 
only  by  transparent  security  codes. 
Unless  the  plugs  can  be  pulled  on 
lousy  computer  security,  we  will  run 
out  of  cops  before  we  run  out  of 
hackers. 

-Gordon  Anderson 
Beavercreek,  Ohio 
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wanHGYomiOB? 

DONT  LEAVE  20%  OF  YOUR 

RETIREMENT  MONEY  REHINO 


Free  T.  Rowe  Price  kit  can  help  you  protect  your 

retirement  savings,  if  you're  leaving  your  job,  choosing 

what  to  do  with  your  retirement 

plan  payout  may  be  one  of  the 

most  important  decisions  you'll 

make.  And  a  new  law  makes  your 

choices  more  complicated-  and 

more  important-than  ever. 

Depending  on  your  decision,  the 

IRS  could  withhold  20%  of  your 

retirement  money 

We  help  you  know  all  your  options.  Our  up-to-date 

kit  can  help  you  understand  all  your  options.  In  plain, 

straightforward  language, 
we  give  you  the  accurate, 
detailed  facts  you  need  to 
decide  what's  best  for  you. 

Our  free  Direct  Rollover 
Service  makes  it  easy. 

Simply  fill  out  the  appli- 
cation enclosed  with  your 
free  kit  to  open  your  IRA. 
With  our  Direct  Rollover 
Service  we  will  coordinate 
your  request  directly  with 
your  previous  employer. 
You  can  invest  your  plan 
payout  in  any  of  32  100% 
no-load  mutual  funds- 
without  tax  withholding 
or  penalties. 


HOW  THE  NEW  LAW 
AFFECTS  YOU 

As  of  January  1, 1993,  you  may 
directly  roll  over  most  qualified 
plan  payouts  from  your  previous 
plan  directly  to  an  IRA  or  new 
employer  plan. 

If  you  do  not  have  the  money 
directly  rolled  over,  20%  of 
the  total  will  automatically 
be  withheld  from  the  total 
due  you. 

If  you  receive  the  payout,  you 
may  still  do  a  rollover,  but  you 
will  have  to  make  up  the  20% 
out  of  your  own  pocket.  Other- 
wise, the  amount  withheld  will 
be  subject  to  income  taxes  and, 
possibly,  a  penalty. 


Call  24  iiours  for  more  information 
and  a  free  kit 

1-800-541-6151 


Invest  With  Confidence 

TRoweftice 


IRAR017222 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other 

c.  irges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


Details, 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


©  1992  The  Prudential  Real  Estate  Affiliates,  Inc. '  ThePnidonlial  and  (^  are  registered  service  marks  ol 

The  Prudential  Insurance  Company  of  America.  Equal  Housing  Opporlunily  ts)  Each  Office  Independently  Owned  and  Operated. 


ThePrudential 

Real  Estate  Affiliates' 
Rock  solid  in  real  estate 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  FORBES  CURBED  SPIRALING  HEALTH  CARE  COSTS 


A  YEAR  AGO,  like  numerous  other  companies,  we  were  hit 
with  major  hikes  in  our  health  insurance  premiums.  We 
responded  with  traditional  cost-cutting  measures  such  as 
boosting  deductibles,  but  we  knew  that  these  measures 
alone  weren't  enough.  They  had  no  incentives  for  indi- 
viduals to  fundamentally  change  their  health  care  habits. 

Our  solution  was  to  reward  those  who  stay  healthy  and 
who  avoid  filing  claims  for  routine  medical  expenses. 
Starting  last  January,  Forbes  each  year  offers  people  an 
opportunity  to  earn  up  to  $1,000  of 
extra,  aftertax  mcorat. 

Here  is  how  it  works:  If  someone's 
claims  for  the  calendar  year  are  under 
$500,  we  not  only  pay  him  or  her  the 
difference  between  that  total  and  the 
$500  but  we  also  double  it;  more- 
over, individuals  will  pay  no  payroll 
or  income  taxes.  Should  an  employee 
submit  medical  expenses  of  $200,  his 
reward  would  be  $600  ($500  -  $200 
=  $300;  $300  X  2  =  $600). 

People  here  quickly  recognized 
that  each  dollar  of  claims  costs  them 
$2  and  that  they  win  if  total  sub- 
missions are  under  $1,000  (if  your 
expenses  are  $800  and  you  don't  submit  them  to  the 
insurer,  you  will  receive  that  $1,000  and  come  out 
ahead  by  $200). 

Our  goal  was  to  cut  down  on  routine,  time-consuming 
claims  and  mountainous  paperwork. 

Result:  At  a  time  when  health  insurance  premium  rates 
are  rising  an  average  of  20%  to  25%,  ours  are  going  down 
almost  10%.'Those  savings  will  cover  most  of  the  payouts 
to  our  now^  price -conscious  colleagues  here.  Our  overall 


"Wo,  no!  We  attach  the  IV  to  the  patient's  wrist, 
nurse.  We  only  6/// them  through  the  nose." 


health  expense  increases  will  be  a  minuscule  fraction  of 
the  national  average. 

Our  program  has  national  implications  in  that  we  rely 
on  individuals  to  do  the  job.  All  other  approaches  are  top- 
down.  They  depend  on  bureaucrats,  insurers  and  employ- 
ers to  control  costs. 

What  is  so  remarkable  about  this  whole  debate  is  the 
uniform  assumption  that  individuals  can't  operate  in  this 
market  the  way  they  do  in  every  other  market.  But  you 
don't  have  to  be  an  engineer  to  buy 
an  automobile,  a  carpenter  to  buy  a 
house  or  a  programmer  to  purchase  a 
computer.  So,  too,  you  don't  need  to 
be  a  physician  to  make  health  care 
choices,  to  seek,  say,  the  best  price 
for  prescriptions. 

The  U.S.  doesn't  have  genuine 
free  markets  in  health  care  because  of 
the  tax  code.  Insurance  premiums  are 
deductible  for  employers  but  not  for 
employees.  As  far  as  individuals  are 
concerned,  health  plans  are  almost  all 
stick,  no  carrot.  People  should  get 
the  deductions  and,  if  unemployed, 
tax  credits  to  buy  insurance.  That 
way  individuals  and  families  could  purchase  insurance 
tailored  to  their  own  needs,  not  what  some  politico  or 
pressure  group  or  employer  thinks  they  should  have. 
Their  coverage  would  be  portable  and  thus  not  depen- 
dent on  a  particular  job. 

Most  individuals  would  opt  for  a  big  deductible,  which 
is,  in  effect,  what  we  have  done  here  at  Forbes. 

With  free -market- oriented  tax  changes,  tens  of  millions 
of  Americans  would  police  this  market. 


TALKING  ABOUT  DEDUCTIBLES . . . 

Most  corporate  plans  have  a  fixed  amount  for  individuals  and  a  fixed 
amount  for  families.  At  Forbes,  the  deductible  is  fixed  at  1%  of  your 
salary.  The  more  you  earn,  the  more  you  pay.  Isn't  that  a  fairer  approach? 

MALPRACTICE 


Fhe  Health  Insur\nce  Association  of  America,  rep- 
resenting 270  insurers,  is  calling  for  a  major  expansion  of 
Washington's  role  in  health  care.  They  want  a  law  requir- 
ing that  all  Americans  have  health  coverage.  The  govern- 


ment would  mandate  "essential"  benefits,  but  employees 
would  be  hit  with  taxes  if  their  company  plans  were  too 
"generous."  Washington  would  have  a  larger  role  in 
controlling  fees  charged  by  doctors  and  hospitals. 
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The  trade  group  figures  that  change  is  coming  and  it 
might  as  well  cut  as  good  a  deal  as  possible  for  its 
industry'.  Experts  estimate  that  universal  coverage  would 
mean  S30-to-S50  billion  in  extra  insurance  premiums. 

Insurers  are  making  a  grievous  mistake.  Their  plan  is 
but  a  halfxvay  house  to  a  nationalized  system  such  as  exists 
in  Canada,  Britain  and  most  other  European  countries. 

They  are  dreaming  if  they  think  their  program  guaran- 
tees them  a  profitable  place  in  such  a  brave  new  health 
world.  Price  controls  and  health  benefit  caps  will  lead  to 
rationing.  So-called  essential  benefits  will  be  determined  as 


much  by  political  muscle  as  by  medical  necessity.  Research 
and  development  will  suffer  as  has  happened  in  other 
socialized  systems.  Lifesaving  new  technologies  will  lag. 

It  wouldn't  be  too  man)'  years  before  consumers  and 
politicians  began  asking,  "Who  needs  these  insurers 
am^vay.'  Look  at  all  the  money  w^e  could  save  on 
paperwork  and  legal  expenses  by  cutting  them  out." 

Why  isn't  the  HIAA  advocating  true  fi-ee-market  re- 
forms such  as  the  tax  code  changes  touched  on  previously.^ 

Why,  when  nationalized  programs  elsewhere  are  falling 
apart,  are  we  going  this  route? 


THE  BEST  ECONOMIC 

would  be  a  reduction  in  the  capital  gains  tax. 
Wall  Streeters  Robert  Rose  (ri^ht)^  manag- 
ing director  at  Credit  Agricole  Futures  Inc., 
and  Andrew  Morse,  senior  vice  president  at 
Shearson  Lehman  Brothers,  have  devised  a 
way  that  Clinton  can  help  stimulate  the  flow 
of  capital  to  new  ventures  without  breaking 
his  campaign  promise  not  to  reduce  the  rate: 
Defer  paying  tax  if  the  capital  is  reinvested. 


STIMULANT 

They  propose  a  sliding  scale — the  longer  the 
money  is  put  to  work,  the  greater  propor- 
tion of  the  gains  are  tax  deferred.  The  idea  is 
derived  from  the  way  tax  laws  treat  the  sale 
of  primary^  residences — no  tax  is  paid  if  the 
house  is  sold  and  the  money  used  to  buy 
another  house .  Their  plan  is  not  as  clean-cut 
as  a  simple  rate  reduction,  but  it  is  infinitely 
better  than  what  we  have  now. 


LAWRENCE  WALSH-A  LATTER-DAY  JOE  MCCARTHY 


President  Bush  courageously  did  right  in  pardoning 
Cap  Weinberger  and  five  other  Iran- Contra  figures. 

After  years  of  failure,  Lawrence  Walsh  went  after  Cap  in 
a  desperate  attempt  to  restore  the  special  prosecutor's 
tattered  reputation.  Cap  forceftiUy  resisted  Walsh's  at- 
tempts to  compel  from  him  false  testimony  implicating 
Ronald  Reagan,  Walsh's  real  target. 

Last  September,  Walsh's  principal  charge  against  Cap 
was  summarily  dismissed  by  a  federal  judge.  Walsh  mali- 
ciously, unethically  reinstated  the  charge  just  before  the 
elections  in  order  to  damage  President  Bush's  campaign. 
But  weeks  later,  the  charge  was  once  again  thrown  out. 


Walsh's  professional  misconduct  apparently  parallels 
his  personal  behavior:  He  has  been  accused  of  padding  his 
expense  account  and  of  dodging  his  income  taxes  by 
misstating  his  prime  place  of  work. 

Walsh's  malignant  actions  highlight  how  the  special 
prosecutor's  oflice  is  a  perversion  of  American  justice.  It, 
in  eflPect,  answers  to  no  one.  Its  budget  is  unlimited. 
There  is  no  time  limit  on  its  activities.  Its  targets  face  a 
medieval  choice — cop  a  plea  or  fight  a  legal  battle,  costing 
a  defendant  over  $1  million. 

The  enabling  legislation  for  this  oflfice,  which  recendy 
expired,  should  not  be  renewed. 


THOROUGHBRED 

Driving  Force — Dick  Francis  (G.P.  Putnam's 
Sons,  $21.95).  Thrilling  mix  of  murder,  may- 
hem, jealousy,  strange  diseases  (computer  and 
horse  varieties),  romance  (G-rated)  and  plain, 
good  detective  work.  The  author  races  another 
mysterv'  to  the  winner's  circle. 
Excerpt:  "Do  you  mean,''  I  asked  slowly,  "that 
you  could  take  some  flu  virus  from  someone  and 
transport  it  for  miles  and  infect  someone  else, 
without  the  people  even  meetin^i?" 


MYSTERY 


"Sure,  you  could.  But  why  would  you?" 

"Malice?''  I  su£!£iested. 
Excerpt:    She  smiled:    "What  an    incredible 
trainer,  for£jettin^  his  runners!" 

"Not  so  incredible.  Trainers  make  shattering 
mistakes,  declaring  the  wron^  horse  sometimes 
and  for^ettin^  others  altogether.  Benjy's  eccen- 
tric, but  he's  not  the  only  last-minute  merchant  we 
deal  with.  Many  trainers  change  their  minds 
violently,  some  when  the  clock  V  begun  striking.  '^ 


CLINTON  AND  KENNEDY 

"What  Next.>":  An  interview  with  Steve  Forbes  on  the  MacNeil/Lehrer  Newshour 


Robert  MacNeil:  As  a  Republican  and  a  business- 
man, as  well  as  an  editor,  what  expectations  do  you 
have  of  the  incoming  Democratic  President? 

Steve  Forbes:  Well,  I  hope  that  he'll  follow  the 
example  of  lohn  Kennedy  and  not  fall  into  the  trap 
Jimmy  Carter  did.  Kennedy  was  known  as  a  social 
liberal  in  favor  of  civil  rights,  but  he  was  also  in  favor  of 


a  strong  economy.  He  proposed  significant  reductions 
in  personal  and  corporate  income  taxes,  brought  in  the 
investment  tax  credit,  advocated  cutting  the  capital 
gains  tax,  kept  the  dollar  very  strong  and  laid  the 
foundation  for  a  great  boom  in  the  1960s.  By  contrast. 
Carter  fell  into  the  trap  of  high  inflation,  weakening 

(continued  on  page  HO) 
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We  underMRf^SPRfftioLin 


Chubb's  global  network  of  offices  and  agents  means  you're  likely  to^^id  loss  control  'if 
and  claims  service  no  matter  where  your  business  is  located.  Chubb  can  cooro.nate  innovative  and  W 
tailored  commercial  insurance  programs  to  protect  virtually  any  type  o{  international  business.  AndiMH 
Chubb's  traditionally  high  standards  for  loss  prevention  and  prompt  claim  servfces  are  standard  thrixign- 
out  the  world.  See  your  agent  or  broker,  or  call  1-800-36  CHUBB.  ^ 


Insure  vour  world  with  Chubb 


lor  promouon.il  purpose.-,  Chubb  rctcrs  to  member  insurers  of  the  Chubb  Group  of  Insurane 
(.-hubb  is  proud  to  participate  in  "American  Playhou.se."  Watch  for  it  on  PBS. 


We  know  that  many  of  you  have  firm  opinions  about  which  countries  make  good  cars  and  which  countri  ^^^' 
don't.  We  also  know  that  most  of  you  aren't  stubborn  or  narrow-minded.  And  if  you  were  to  find  a  car  tt  ^^^ 
excelled  in  every  way  a  car  can  excel,  you'd  give  serious  thought  to  buying  it,  no  matter  where  it  came  froi 
That  brings  us  to  the  Chrysler  Cbncorde.  It's  built  around  a  new  automotive  architecture  called  "cab  forwarc  ^n 


which  results  in  more  room  than  any  Acura,  Lexus  or  Infiniti.  Its  24'valve  overhead  cam  V-6  delive  ^^^ 
more  horsepower  than  a  BMW  525i,  and  more  torque  than  a  Nissan  300  ZX.  And,  thanks  to  four-whe 


[ 


t  renders  meanins 
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See  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  normal  maintenance,  adjustments  and  wear  items.  *MSRP  example  with  options.  Title,  tuxes  and 


dependent  suspension,  its  handling  is  what  AutoWeeIc  describes  as  "world  class."  Chrysler  has  maintained 

fety  leadership  with  standard  driver  and  passenger  air  bags.  Fully  loaded-and  that  means  V-6,  four-wheel 

n  iti'lock  brakes,  computerized  traction  control,  an  Infinity  sound  system  and  glove  leather-trimmed  up- 

1  )lstery-the  Chrysler  Concorde  goes  for  $23,432f  And  yes,  for  the  record,  it's  an  American  car.^  Just  think 


e  it  as  an  elegant,  no-sacrifice  way  to  reduce  the  trade  deficit  For  information,  call  1-800-4A-CHRYSLER. 


ADVANTAGE:  CHRYSLER  IV 

DIVISION        OF        THE        CHRYSLER        CORPORATION 


destination  fee  extra.  Actual  prices  vary.  'US  content  72%.  Assembled  by  Chrysler  Canada.  Buckle  Up  For  Safety. 


Other  Comments 


Take  Him  Seriously 

Serbian  President  Slobodan  Milose- 
vic is  no  longer  viewed  as  a  Serbian 
nationalist  bent  on  limited  gains  but 
as  a  ruthless  land-grabbing  tyrant  car- 
Py'ing  the  Serbian  Orthodox  banner 
and  cultivating  ties  with  Russian 
hard-liners  in  Moscow. 

President  Bush  fears  that  if  Serbia 
tries  to  take  over  Kosovo,  at  least 
three,  possibly  five  countries  would 
be  sucked  into  a  major  regional  war: 
Albania  on  the  side  of  Kosovo,  Greece 
on  the  side  of  Milosevic,  Macedonia 
out  of  fear  that  it  would  become 
Serbia's  next  target,  Turkey  to  defend 
Islam,  and  Bulgaria  acting  in  Russia's 
interest.  That's  a  European  war. 
-Rowland  Evans  &  Robert  Novak, 
New  York  Post 

Waves  of  Democracy 

Though  the  U.S.  now  broadcasts 
[news  to  other  countries]  in  dozens 
of  languages,  its  reach  is  still  limited. 
That  problem  would  be  solved  with  a 
new  radio  relay  station  that  Voice  of 
America,  Radio  Free  Europe  and  Ra- 
dio Liberty  plan  to  build  in  Israel. 

But  some  State  Department  offi- 
cials, long  hostile  to  an  assertive  U.S. 
foreign  policy  voice,  argue  that  the 
collapse  of  communism  makes  the 
Israeli  transmitter  unnecessary,  that  as 
the  world  becomes  freer,  the  need  for 
Western  broadcasting  will  disappear. 


That  just  isn't  so.  Even  if  a  country  has 
a  free  press,  it  can  be  shut  down  on  a 
general's  command,  as  the  coup  la^t 
year  in  Moscow  proved.  Shortwave 
broadcasting  is  the  only  way  to  reli- 
ably transmit  news  to  a  closed  society. 
Simply  ask  the  world's  people  who 
continue  to  listen  to  their  programs. 
-Wall  Street  Journal  editorial 

Gomprenez-Vous? 

The  time  has  come  for  the  English- 
speaking  world,  and  the  U.S.  in  partic- 
ular, to  communicate  to  the  French 
our  desire  for  a  more  open  frame  of 
mind  on  their  part:  to,  in  effect,  an- 
swer tariff  barriers  with  tariff  barriers. 

I  would  ask  English-speakers  to 
weed  French  words  and  phrases  from 
their  vocabulary:  avant-^arde,  savoir- 
faire,  tour  de  force,  de  rigueur,  fait 
accompli^  dejd  vu,  raison  d'etre,  laissez- 
faire,  je  ne  sais  quoi,  comme  ci  comme 
fa,  quelque  chose,  quel  dommage. 

I  would  then  ask  English-speaking 
visitors  to  Rlieims  to  stop  tr\'ing  to 
pronounce  the  town's  name  correct- 
ly— that  is,  trying  to  make  it  sound  like 
something  between  a  clearing  of  the 
throat  and  a  sinus  attack.  As  we  all 
know,  the  French  have  a  special  organ 
in  their  noses  that  makes  such  pro- 
nunciations effortless.  Speakers  of  En- 
glish should  do  what  comes  naturally, 
and  in  a  loud  voice  refer  to  Rlieims  as 
"Reems."  Similarly,  on  visits  to  the 


"Is  there  any  chance  of  getting  my  testicles  back?" 
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Louvre  ("Loov"),  English-speaking 
visitors  should  not  try  to  pronounce 
the  name  of  the  artist  Ingres  the  way 
the  French  do — as  if  a  couple  of  fingers 
had  been  stuck  down  their  throats. 

With  9  million  English-speaking 
tourists  visiting  ever)'  year,  it  shouldn't 
take  more  than  a  few  summers  before 
the  French  get  the  message. 
-CuLLEN  Murphy,  The  Atlantic 


It's  the  worst  job  in  Washing- 
ton [chief  of  staff].  The  world 
is  mean  as  hell,  and  it's  going  to 
hit  your  desk  every  day. 

-Howard  H.  Baker  Jr., 
former  White  House  chief  of  staff, 
New  York  Times 

Who's  the  Real  Beast.^ 

I  FOUND  in  hunting  release  from  many 
a  secret  struggle  with  adversaries  too 
subtle  or  too  stupid  in  turn,  too  weak 
or  too  strong  for  me;  this  evenly 
matched  battle  between  human  intel- 
ligence and  the  wisdom  of  wild  beasts 
seemed  strangely  clean  compared  to 
the  snares  set  by  men  for  men. 
-Marguerite  Yourc:enar, 
Memoirs  of  Hadrian 

But  He  Can  Try 

While suciciEsiioNS  for  the  substance 
ofBill  Clinton's  inaugural  address  vary 
widely,  there  is  little  disagreement 
about  the  advice  that  the  notoriously 
long- winded  president-elect  is  getting 
about  its  length:  "Keep  it  short!  "Still, 
few  expect  C'linton  to  match  Franklin 
Roosevelt,  whose  wartime  speech  last- 
ed only  six  minutes.  The  all-time  rec- 
ord belongs  to  George  Washington, 
who  spoke  for  two  minutes  in  1 793. 
-(tiari.es  Fenyvesi, 
U.S.News  &  World  Report 

Up  to  a  Point 

To  WIN    back    my    youth    there    is 
nothing  I  wouldn't  do — except  take 
exercise,  get  up  early,  or  be  a  useful 
member  of  the  community. 
-()s(  ar  Wii  de,  in  Oscar  Wilde, 
by  Richard  Ellmann  WM 
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Schwab  now  combines  the  No-Fee  IRA  with 
the  single  best  way  to  buy  mutual  funds. 


Simple.  Flexible.  Inexpensive. 
That's  what  retirement  invest- 
ing  should  be  today.  And 
that's  why  our  lifetime  guar- 
anteed No-Fee  IRA*  includes 
no-load,  no-commission, 
no-transaction  fee  mutual 
funds  from  leading  fund 
families** 

Now,  you  can  invest  in 
90  recognized  mutual  funds 
track  records,  without  paying 


Choose  from  90  no-load 

funds  from  leading 
fund  companies  including: 


commissions  that  can  take  a 
bite  out  of  your  retirement 
funds.  You  can  select  from 
different  fund  companies  and 
enjoy  the  convenience  of  hold- 
ing them  all  in  one  IRA. 

This  kind  of  flexibility, 
convenience  and  savings  leads 
to  a  simple  conclusion:  maybe 
it's  time  to  come  to  Schwab, 
with  proven     Visit  the  Schwab  office  nearest  you  or  call: 
the  loads  and     1-800-442-5111  CXt-  219 


Janus 

Founders 

Schwab 

INVESCO's 
Financial 


Dreyfus 

Berger 

SteinRoe 

Neuberger 
&Berman 


Charles  Schwab 

Helping  Investors  Help  Themselves™ 

*Your  IRA  must  have  at  least  $10,000  in  assets  by  December  31, 1993.  We  will  provide  you  with  a  free  prospectus  containing 
more  information  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

'♦Available  ftinds  may  change.  Fees  may  be  reinstated.  Transaction  fees  may  apply  if  you  make  5  or  more  short-term  redemptions 
(sales  of  funds  held  6  months  or  less)  within  12  months.  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  SIPC/NYSE. 


It  was  out  during  the  transaction-driven  80's,  it's  in 
again  now. 

Relationship  banking  was  never  out  with  us. 

Whether  you  come  to  us  for  business  banking  or  personal 
banking,  we  take  the  time  and  trouble  to  understand  your 
situation  and  help  you  clarify  and  reach  your  goals. 


BIOCHEMICAL 


Our  shareholders'  equity  now  totals  $9.6  billion,  a  strong 
capital  base  that  supports  a  powerful  presence  in  key  markets  and 
works  to  the  benefit  of  our  customers  everywhere. 

Combining  this  capital  strength  widi  intellectual  currency 
the  knowledge  our  people  bring  to  their  work  every  day— we 
structure  the  right  solutions  for  you. 


We  apply  our  strengths  to  propel  smart  ideas  from  concept 
to  market;  to  raise  corporate  frmds  or  invest  them;  to  help 
growing  companies  find  new  ways  to  grow;  to  multiply  personal 
assets;  to  create  ever  more  responsive  and  cost-efficient 
operating  services. 

The  new  Chemical  is  first  in  primary  relationships  with  U.S. 


corporations  and  first  in  serving  middle  market  companies. 
We  have  a  relationship  with  one  out  of  every  three  households  in 
the  metropolitan  New  York  market,  and  we're  lead  bank  to  one 
of  every  three  small  companies,  too. 

In  short,  we  use  all  our  resources  to  build  long-term 
relationships  of  trust,  one  successhil  transaction  after  anodier. 


Intellectual  Currency.  Capital  SxRENCTHr 


^  1992  Chemical  Banking  Corporation 


The  Financial  Strength  of  The  Guardiai 
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FORTUNE  "1500 

THE  50 LARGEST  LIFE  INSURANCECOMPANIES 
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FORTUNE'  magazine  rates 
The  Guardian  Life  Insurance 
Company  of  America,  for  the 
second  time,  ahead  of  every 
other  major  insurance  company 
in  an  important  category. 

First,  it  was  Financial  World  magazine  that  gave 
The  Guardian  top  honors  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more. 
Now  FORTUNE  magazine,  in  a  recent  article, 
has  recognized  The  Guardian  again  as  the  #1 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
that's  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivtiing  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year.  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 
Adjusted  Costs  at  ages  25,  35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history.  This 
financial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A  +  +  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsurance,  Disability 
Income  Protettion,  Equity  Products,  or 
Asset  Management*. 

Call  1-800-662-1006. 


^  Ihe  Guardian 
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Since  1860 

■  Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation',  a  wholly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company 

1993  The  Guardian  Lite  Insurance  Company  of  America 
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I  on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


WHY  WE  ARE  IN  SOMALIA 


The  immediate  success  of  our  military's  landing  in 
Somalia  has  perhaps  postponed  the  debate  that  began 
rumbling  just  before  President  Bush's  decision  to  go  in. 
That  debate  revived  many  of  the  isolationist/interven- 
tionist arguments  of  the  past. 

Many  opposed  to  our  intervention  in  Somalia  argue 
that  while  this  action  may  be  justified,  the  real  question  is 
where  we  should  draw  the  line.  Should  we  not  also  take 
similar  steps  in  other  countries,  such  as  Bosnia,  to  prevent 
the  kind  of  hunger  and  killings  Somalia  has  suffered.^ 

Others  have  trotted  out  the  cliche  that  America  cannot 
be  the  world's  policeman. 

The  best  answer  to  this  was  stated 
nearly  50  years  ago  by  the  most  fa- 
mous orator  of  our  century.  He  said 
that  in  his  lifetime  the  long  arm  of 
destiny  had  reached  out  to  the  U.S. 
twice,  and  twice  the  U.S.  had  re- 
sponded. The  price  of  greatness,  he 
said,  was  responsibility.  One  could 
not  rise  to  be  "in  many  ways  the 
leading  community  in  the  civilized 
world"  without  being  "involved  in  its 
problems,  convulsed  by  its  agonies 
and  inspired  by  its  causes."  He  continued,  "We  do  not  war 
primarily  with  races  as  such.  Tyranny  is  our  foe,  whatever 
trappings  or  disguise  it  wears,  whatever  language  it  speaks, 
be  it  external  or  internal.  We  must  forever  be  on  our  guard, 
ever  mobilized,  ever  vigilant,  always  ready  to  spring  at  its 
throat."  Of  the  Anglo-American  relationship,  he  said,  "In 
all  this,  we  march  together.  Not  only  do  we  march  and 
strive  shoulder  to  shoulder  at  this  moment  under  the  fire  of 
the  enemy  on  the  fields  of  war  or  in  the  air,  but  also  in  those 
realms  of  thought  which  are  consecrated  to  the  rights  and 
the  dignity  of  man." 

Winston  Churchill  said  this  when  accepting  an  honor- 
ary degree  at  Harvard  University  in  1943. 

The  U.S.  has  always  tried  to  help  other  nations  suffer- 
ing from  catastrophes,  natural  or  man-made.  It  is  a 
response  carried  over  from  our  own  frontier  days,  and  we 
respond  this  way  abroad  not  only  because  we  are  a  large 
and  wealthy  nation  but  also  because  we  know  instinctively 
that  it  is  the  right  thing  to  do.  We  have  gone  into  Somalia 
not,  God  knows,  from  any  territorial  ambitions  of  owning 
or  occupying  that  wretched  land  but  from  as  purely  an 
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Somalia's  youth  hold  the  country  hostage 


altruistic  motive  as  is  possible  to  imagine. 

Even  with  the  Marshall  Plan,  in  which  altruism  played  a 
major  part,  our  own  national  interest  urgently  required 
that  we  help  Europe  rebuild  and  that  we  help  relieve  its 
suffering  during  that  long  and  difficult  process.  But  in 
Somalia  we  have  nothing  to  gain;  we  simply  must  fijlfill 
the  obligations  that  go  with  our  size,  our  wealth,  our 
resources,  our  capabilities  and  our  conscience. 

There  is  no  government  in  Somalia  with  which  we  can 
negotiate  or  work.  What  the  country  has  are  mobs  of  heavily 
armed,  drug-crazed  youths  under  no  form  of  discipline, 
command  or  control.  Ample  food  for 
this  starving  country  has  been,  and  will 
be,  sent  by  us  and  by  many  other 
nations.  Butunless  and  until  the  boun- 
ty can  reach  the  people  who  most  need 
it,  it  might  just  as  well  remain  across 
the  seas.  If  there  were  any  other  meth- 
od of  dealing  with  the  armed  thugs, 
thieves — and  worse — who  steal  and 
sell  the  food  for  their  own  gain,  it 
would  have  been  tried.  But  in  a  coun- 
try' without  a  government,  where 
theft,  murder  and  intimidation  go 
uncontrolled,  there  is  obviously  only  one  solution:  military 
power — not  to  conquer  but  to  instill  some  semblance  of 
law  and  order  to  allow  the  hungry  to  be  fed. 

Sadly,  it  has  become  apparent  that  only  the  U.S.  has  the 
capability  and  resolve,  the  political  courage  and  wisdom  to 
do  this.  No  other  country'  and  no  international  organiza- 
tion was  willing  to  take  the  lead  in  effective  action.  When 
President  Bush  offered  to  lead  the  task,  the  U.N.  finally  was 
persuaded  that  we  could  do  this.  And,  as  usual,  our  troops 
have  performed  magnificentiy. 

We  cannot  allow  hunger,  tyranny  and  the  most  vicious 
violations  of  civilized  behavior  the  world  has  seen  in  a  long 
time  to  continue  unchecked.  No  matter  what  the  isolation- 
ists may  say,  the  mass  starvation  and  death  in  Somalia, 
caused  largely  by  criminal  anarchy,  diminish  us  all. 

It  is  quite  apparent  that  without  the  U.S.'  leadership, 
nothing  would  have  been  offered  to  remedy  the  situation 
except,  perhaps,  a  few  resolutions  carefully  couched  in 
nonprovocative  language.  This  is  a  proud  moment  in 
America's  history.  Our  leadership  and  our  military  will  be 
as  honored  abroad  as  they  should  be  at  home.  IB 
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WHAT    DO    YOU    GET    WHEN    YOU    CROSS    A 

SHERMAN  TANK 


WITH    A 


LUXURY  SEDAN? 


Tou  get  the  only  twin<am,  24'va\ve,  190'horse'  V6  engine  in  its  class,  pac\ed  inside  an 

exceptionally  quiet,  welhappointed  4'wheel  drive  which  the  editors  of  Automobile  Magazine 

called  "more  spacious  and  luxurious  than  a  Jeep  Grand  Cherokee;  more  sporting  to  drive  than  the 

Ford  Explorer."  Put  another  way,  you  get  nothing  short  of  a  truly  remarkable  automobile. 

To  learn  more  about  the  Trooper,  please  call  (800)  726-2700. 
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EDITED  DY  HOWARD  BANKS 


A  Chinese  riddle  for  President  Clinton 


CHINA'S  GROSS  DOMESTIC  PRODUCT  expanded 
by  12%  or  so  in  1992  in  real  terms,  the  iiighest 
rate  in  the  world.  Industrial  output  swelled  by 
20%.  The  country's  exports  also  surged  by  20%. 
According  to  estimates  by  Kleinwort  Benson 
Securities  (Asia),  China's  exports  rose  to  $86 
billion  last  year. 

China's  trade  surplus  with  the  U.S.  in  1992 
probably  touched  $15.5  billion.  That's  up  more 
than  50%  from  the  figure  in  1990,  and  gives 
China  the  second-largest  surplus  with  the  U.S. 

As  one  of  the  world's  lowest-cost  produc- 
ers, China  is  grabbing  global  market  share  in 
products  such  as  toys,  garments,  footwear 
and  consumer  electronics  that  were  until 
recently  dominated  by  Korea,  Taiwan  and 
Hong  Kong.  After  more  than  doubling  in  five 
years,  China's  exports  in  1992  topped  those 
of  Taiwan  and  Korea  for  the  first  time  (see 
chart). 

Note  that  on  paper  Hong  Kong's  total  ex- 
ports are  greater  than  China's.  But  75%  of  those 
are  "re-exports" — entrepot  trade,  mostly  in- 
volving exports  to  or  from  China,  and  not  local- 
ly produced  manufactures. 

Helping  to  feed  China's  economic  boom  is 
burgeoning  foreign  investment.  This  has  been 
stimulated  by  easier  remittance  of  foreign  ex- 
change, greater  access  to  the  domestic  market 
and  the  opening  of  more  cities  and  more  sec- 
tors, such  as  retailing,  real  estate  and  banking,  to 
foreign  investment.  An  estimated  $9  billion 
was  invested  from  abroad  in  1992,  more  than 
double  the  amount  in  1991.  Direct  invest- 
ment contracts  worth  $31  billion  were  signed  in 
the  first  nine  months'bf  1992,  nearly  triple  the 
value  for  all  of  1991. 

Is  China  growing  too  fast  for  its  own  good? 
Inflation — now  13%,  officially,  in  the  major  cit- 
ies— is  building,  because  of  overinvestment  in 
the  inefficient  state  sector,  and  shortages  of  en- 
ergy and  transport. 

This  could  be  worrisome.  In  1988,  the  last 


China  is  tlie  new  Asian  tiger 

Exports  ($billions) 
$90 


China 
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Sources:  IMF;  Taiwan  government;  Kleinwort  Benson  Securities  (Asia) 

Fueled  by  an  economic  boom  and  liberalized 
inward  investment,  China's  exports  increased  by 
nearly  20%  in  1992.  The  country  is  now  the  largest 
Asian  exporter  outside  of  Japan. 


period  of  high  growth,  the  economy  overheated 
and  inflation  surged  to  30%,  helping  to  ftiel 
the  pro-democracy  demonstrations  that  culmi- 
nated in  the  tragedy  at  Tiananmen  in  June 
1989.  Look  for  some  mild  austerity  in  1993, 
with  the  government  tightening  fiscal  and 
credit  policy  to  combat  inflation. 

China's  boom  poses  an  interesting  conun- 
drum for  the  Clinton  Administration.  If  it  fol- 
lows a  China  policy  in  line  with  the  new  Presi- 
dent's views  before  he  comes  into  office  (linking 
continued  most-favored-nation  treatment  to 
progress  on  human  rights),  the  U.S.  risks  losing 
a  potentially  vast  export  market,  particularly 
for  capital  goods.  China  already  has  $50  billion 
in  foreign  exchange  reserves,  some  of  which  it 
is  eager  to  spend  on  productivity- enhancing 
equipment. 

-Andrew  Tanzer 


Services  with  a  smile 

The  U.S.'  overall  trade  picture  is  nothing  as 
bad  as  1992's  $77  billion  merchandise  trade 
deficit  makes  it  seem.  Exports  continue  at 
record  levels,  especially  to  developing  countries. 
They  even  continued  growing  a  little  to  Eu- 
rope (by  0.8%  in  the  first  ten  months  of  1992), 
despite  the  deep  recession  there. 

Trade  in  services  continues  to  earn  hand- 
some surpluses  for  the  U.S. — net  exports  of 
services  probably  hit  $56  billion  or  so  last  year, 
up  from  $6.4  billion  in  1986.  Together  with  the 
$12  billion  or  so  the  U.S.  makes  in  net  finan- 


cial earnings,  that's  more  than  enough  to  offset 
oil  imports  of  around  $42  billion. 

Less  than  a  decade  ago  the  U.S.'  current 
account  deficit  was  $150  billion  a  year  and 
climbing  relendessly.  But  this  year,  after  al- 
lowing for  what  are  called  "unilateral  transfers" 
(pensions  paid  to  Americans  abroad,  and 
transfers  abroad  by  foreigners  resident  here), 
plus  such  items  as  direct  government  transfer 
payments,  the  Treasury  estimates  the  current 
account  deficit  will  be  just  $35  billion  or  so — 
almost  meaningless  in  a  $6  trillion  economy.  ^ 
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The  Forbes  Index  (1967=100) 
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A  committee  of  the  National  Bureau  of  Economic  Re- 
search recently  declared  that  the  recession  was  over  in 
March  1991 .  Maybe  so,  but  the  expansion  remains  lethar- 
gic. The  trailing  12 -month  total  of  housing  starts 
(through  November)  was  up  0.9%  over  October's  trailing 
figure.  November's  wages  and  salaries  were  up  0.7% 
(before  inflation)  from  October,  while  claims  for  unem- 
ployment benefits  fell  1 .4%.  Bottom  line:  a  0.7%  gain  in  the 
November  Forbes  Index,  putting  it  back  up  to  where  it  was 
in  August  1989. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1991 ' 

Ward's  Automotive 

1.8% 

Index  of  leading  indicators  Oct  vs  Sept 

Dept  of  Commerce 

0.4% 

Trade  balance  12  months  ended  Oct  1992 
All-commodity  producer  price  index  Nov  vs  Oct^ 

Dept  of  Commerce 

-$78bil 

Dept  of  Labor 

-0.3% 

GDP  3rd  quarter  vs  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth^ 

Dept  of  Commerce 
Federal  Reserve 

3.4% 
3.7% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  12/20/92.  ^  Wholesale  goods.  '  Includes  Ml 
{public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services     •    Total  index 
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Consumer  price  indexes  (1982-84  ayerage=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories     •    New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


2990 


Personal  income  ($billions)  wage  and  salary  f 

disbursements,  seasonally  adjusted  (Dept  of  Commerce)  > 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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It  turns  continuously  but  too  mai^ 
investors  never  see  this  side  of  it. 


Take  this  timely  opportunity  to 
have  a  Merrill  Lynch  Financial  Consul- 
tant introduce  you  to  investments  you 
may  never  have  considered:  those 
outside  America. 

Consider  this:  In  the  ten  years  end- 
ed in  1991,  the  U.S.  stock  market  ranked 
only  ninth  among  worldwide  equity 
markets  based  on  return  in  U.S.  dollars, 
up  240%.  France  ranked  second,  up  425%, 
and  Sweden  was  fifth,  up  371%. 

And  with  only  36%  of  the  world's 
equity  market  capital  and  just  48%  of 
the  world's  dollar  volume  of  public 
bond  issues  in-the  United  States,  clearly 
there  are  exceptional  investment  oppor- 
tunities abroad  as  well  as  at  home. 

C1993  MERRILL  LYNCH.  PIERCE.  FENNER  &  SMITH  INC.  MEMBER  SIPC. 


Merrill  Lynch  offers  global  and 
regional  mutual  funds,  closed-end  coun- 
try funds  and  international  Defined  Asset 
Funds.  We  also  have  a  comprehensive 
money  management  service  that 
includes  exclusive  access  to  an  interna- 
tional equity  mutual  fund.  For  investors 
who  prefer  individual  securities,  American 
Depository  Receipts  (ADRs)  represent 
the  easiest  way  to  buy  non-US.  stocks. 

Call  today  for  our  1993  Gobal  Invest- 
ment Outlook  Report  Also  call  your 
local  Merrill  Lynch  office  and  ask  about 
dates  for  upcoming  seminars  that  will 
focus  on  assessing  international  and 
domestic  opportunities  in  light  of  the 
recent  election. 


Call  1-800-637-7455,  ext  W 

For  our  1993  Global  Investment  Outlook  Report, 
return  to: 

Merrill  Lynch  Response  Center,  P.O.  Box  30200, 

New  Brunswick,  NJ  08989O200 

Name: 


Address: 
City; 


State: 


Home 
Phone: 


_  Zip: 

Business 
.  Phone:  _ 


Merrill  Lynch  clients,  please  give  the  name  and  location  of 
your  financial  Consultant: 


30O4 

Merrill  Lynch 

A  tradition  of  trust. 


For  more  complete  information  on  any  of  the  above  mentioned  funds,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  the 
risks  of^obal  and  international  investing,  including  currency  risk,  request  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 


Political  sloganeering  notwithstanding,  U.S.  manufacturing  is  thriving. 
Paradoxically,  the  loss  of  jobs  is  a  sign  of  strength,  not  of  weakness. 

The  myth  of  U.S. 
manufacturing's  decline 


By  Jerry  Flint 

Listening  to  the  political  rhetoric 
during  the  recent  presidential  cam- 
paign, one  could  draw  only  one  con- 
clusion: The  U.S.  economy  was  fast 
losing  its  manufacturing  base.  "Ship- 
ping jobs  overseas"  was  one  of  the 
most  familiar  noises  emanating  from 
candidates.  The  mass  media  obliged 
with  terrifying  accounts  of  declining 
U.S.  industry  and  mass  blue -collar 
layoffs. 

There  were  apparently  lots  of  votes 
in  the  "decline"  slogan  but  almost  no 
truth:  The  manufacturing  sector  of 
the  U.S.  economy  is  strong,  getting 
stronger,  world-competitive. 

So  what  a  good  many  pols  were 
elected  to  fix  actually  isn't  broken. 

Were  you  brainwashed  by  the  pols 
and  the  press?  Look  at  the  nimibers 
yourself 

Output,  things  made,  climbed 
26%,  close  to  a  trillion  dollars  (in 
inflation- adjusted  dollars)  in  15  years. 
Pay  and  benefits  in  manufacturing, 
inflation-adjusted,  held  steady.  Out- 
put per  employee  was  up  37%  in  the 
period.  Productivity,  which  had  been 
growing  slowly  at  just  over  1%  a  year, 
spurted  upwards  over  the  past  seven 
years  to  almost  3%  a  )'ear  on  average. 

But  what  made  plausible  to  the 
voters  and  the  media  the  charges  that 
American  manufacturing  had  weak- 
ened was  this:  The  improved  produc- 
ti\'ity — more  output  per  person — en- 
abled industry  to  operate  with  fewer 
workers.  The  employee  numbers  for 
manufacturing  fell  6%,  or  1 .2  million, 
over  the  last  four  years — to  the  detri- 
ment of  George  Bush's  reelection 
campaign. 

These  job  losses,  painfiil  as  they 
were,  should  be  put  in  perspective.  A 


couple  of  New  York  Universit}'  pro- 
fessors put  it  best: 

"In  the  18th  centun'  it  took  about 
90%  of  the  population  to  produce 
enough  farm  products  to  feed  the 
nation  poorly;  today  a  mere  3%  of  the 
labor  force  produces  unmanageable 
surpluses  of  farm  products. 

"In  its  turn,  rapid  growth  of  pro- 
ductivit)'  in  manufacturing  is  reduc- 
ing the  share  of  the  labor  force  needed 
to  meet  demands  for  manufactured 
goods,  and  so  is  driving  workers  to  the 
services." 

Does  this  mean  that  sturdy  steel - 
and  autoworkers  have  been  reduced 
to  flipping  hamburgers  for  a  living.^ 
Not  at  all.  The  professors  point  out 
that  the  new  jobs  in  the  senice  indus- 
tries ha\'e  predominantly  moved  "to 
the  burgeoning  information  indus- 
tries, not  to  mere  hamburger  flipping 
and  dishwashing." 

The  quotes  are  from  a  published 
report  by  Edward  Wolft'and  William 
Baumol,  NYU  economists  and  produc- 
tivity experts. 

Many  experts  who  have  studied  the 
subject  and  don't  have  an  ax  to  grind 
agree  with  Woltf  and  Baumol.  "Some 
of  the  things  that  may  seem  most 
worrisome — job  losses,  plant  clos- 
ings— arc  actually  signs  of  health," 
according  to  Martin  N.  Baily  of 
Brookings  Institution.  "A  successful 
manufacturing  sector  will  have  high 
and  growing  productivity.  It  will  also, 
as  a  corollarx',  experience  unsettling 
turnover  as  less  productive  plants 
close  down. 

"When  manufacturing  is,  in  addi- 
tion, participating  actively  in  interna- 
tional trade,  production  and  jobs  will 
move  arounci,  and  many  jobs  will  be 


lost.  That  is  what  is  happening  in  U.S. 
manufacturing  today,"  he  wrote  re- 
cendy  in  the  Brookings  Review. 

Where's  the  economy  stronger.^ 
Not  in  California  or  New  England, 
but  in  the  Rust  Belt,  the  industrial 
heardand,  which  nuis  ahead  of  the 
nation  in  recovery  and  growth.  Why? 
Because  manufacturing  is  strong. 

Another  mydi  is  that  American 
managers  must  yet  learn  the  tricks  of 
new  production  techniques;  the  reali- 
ty' is  they've  learned  them.  Go  search 
for  plants  that  haven't  changed  or  are 
in  the  process.  All  those  catchwords, 
kaizen,  keiretsu,  just-in-dme  inven- 
tor}', statistical  process  control,  lean 
production,  continuous  improve- 
ment, total  qualit\'  management; 
they're  old  hat  now. 

The  productivit)'  figures  leave  no 
doubt  that  American  managers  have 
learned  the  new  techniques  and 
learned  them  well.  The  Japanese  on 
their  home  islands  are  studying  Amer- 
ican techniques  again,  says  David  Eh- 
len,  who  heads  Wilson  Learning 
C'orp.,  which  operates  in  Japan,  too. 
Ehlen  says  the  Japanese  are  straining 
to  integrate  magic  American  words, 
like  "innovation"  and  "globalism" 
into  their  own  work  environment.  - 

L(X)k  at  Bill  O'Gara,  president  of  a 
company  in  Fairfield,  Ohio,  about  20 
miles  from  Cincinnati.  He  puts  bul- 
letproof armor  and  glass  in  cars.  Eigh- 
teen months  ago  he  changed  over  to  a 
team  production  system.  "We  had 
too  much  overhead  and  at  the  same 
time  we  wanted  to  do  some  downsiz- 
ing. The  chain  of  communication 
went  from  me  to  the  head  of  manutac 
turing,  to  the  shop  floor  supervisors 
to  the  people  actually  producing  the 


vehicle.  There  was  a  lot  lost  from  me 
to  the  shop  floor." 

He  eliminated  the  highly  paid  su- 
pervisors and  set  up  seven  self-direct- 
ed, cross-trained  teams,  led  by  a  team 
leader.  Everyone  would  do  every- 
thing. Where  did  they  get  the  ideas? 
From  the  books  and  magazines  that 
spread  the  word  across  this  country. 

How  did  it  work.>  "We  had  a  bump 
in  the  road.  What  I  found  out  is  that 
the  lack  of  skills  in  certain  people,  a 
trimmer  who  was  supposed  to  be  a 
welder  one  day  and  a  glass  installer  the 
next,  was  much  more  than  we  could 
bear,  and  it  caused  frustration,  too.  So 
after  four  months,  we  changed  to 
having  one  fully  cross-trained  team 
with  the  highest  skills. 

"The  remainder  of  the  factory  we 
divided  into  self- guided  work  teams 
along  flinction  lines,  welder  with 
welders,  glass  installer  with  glass  in- 
stallers. We  added  a  pre  build  review, 
where  team  leaders  get  together  to 
tell  everyone  what  problems  they  see 
and  what  we  can  streamline.  We  did  a 
lot  more  brain  work  up  front  before 
we  set  the  car  in  the  build  cycle." 

Fix,  modify,  improve,  innovate. 
That's  all  very  American — didn't  the 
Japanese  learn  a  lot  of  what  they  know 
from  Americans  in  the  first  place .>  "It 


works  wonderflilly,"  O'Gara  says. 
"On  some  of  the  new  models,  we've 
dropped  our  labor  hours  by  42%. 
Workers  don't  hang  their  brains  on 
the  door  when  they  come  to  work 
anymore."  That  message  has  been 
received  across  die  country. 

When  foreigners  search  the  world 
for  productivity,  cost  and  quality,  it's 
the  U.S.A.  they  see.  These  are  driving 
factors  behind  BMW's  decision  to 
build  a  plant— not  in  Mexico,  not  in 
Korea — but  in  Soudi  Carolina.  Yes, 
the  Japanese  destroyed  the  consumer 
electronics  industry  in  the  U.S.,  but 
they're  producing  here  now  to  hold 
it:  Sony  near  Pittsburgh,  Matsushita 
Electric  in  Ohio,  Toshiba  in  western 
New  York,  right  in  the  old  Rust  Belt. 

America  can  no  longer  compete, 
wailed  the  pols  and  press.  Oh  no? 


Exports  are  a  test  of  industrial  prow- 
ess. If  they  are  growing,  it  means  your 
nation  is  competitive  in  price  and 
qualit)'.  U.S.  exports  have  been 
climbing  fast,  from  $168  billion  in 
manufactured  goods  in  1985  to 
around  $370  billion  in  1992.  That's 
more  than  a  doubling  in  less  than  a 
decade.  One  price  for  that  progress 
has  been  that  we  take  more  goods 
from  low- wage  countries.  How  else 
can  they  afford  to  buy  manufactured 
goods  from  the  U.S.?  Protectionists 
somehow  assume  that  they  can  curb 
imports  without  reducing  exports. 
Highly  unlikely. 

Sure,  the  low  dollar  is  a  big  factor  in 
the  growth  of  U.S.  exports.  It's  part  of 
the  swing:  A  decade  ago  everything 
seemed  to  work  against  U.S.  firms; 
today  everything  works  for  them. 

Detroit,  which  never  emphasized 
exports,  is  changing.  Chrysler  is 
building  right-hand-drive  Jeeps  for 
Japan,  and  General  Motors  is  working 
with  its  European  engineers  so  that  its 
next  minivan  can  be  shipped  in  vol- 
ume, say  50,000  a  year,  $750  million 
worth,  to  Europe.  Give  the  Japanese  a 
cheer  for  showing  the  way.  Honda  has 
exported  over  100,000  cars  from  here 
since  it  set  up  its  U.S.  plants. 

Problems?  Sure.  "The  rate  of  profit 
is  lower.  There's  more  competition. 
The  GMs  and  us  Steels  used  to  sit  back 
with  cigars  and  rake  in  the  money," 
says  Baily  of  Brookings.  These  set- 
backs make  the  papers  and  get  echoed 
on  the  tube  by  the  carefiilly  coififed 
newsreaders.  The  good  news  rarely 
rates  a  line. 

Fifty  years  ago  the  mechanical  cot- 
ton picker  pushed  5  million  people 
out  of  rural  isolation  in  the  South, 
mostiy  into  the  big  cities  of  the  North. 
Those  cities  are  still  struggling  wdth 
the  problems,  but  who  would  return 
to  the  days  of  stoop  labor  picking 
cotton?  Industrial  progress  creates 
problems  as  well  as  solves  problems. 
Because  change  is  painful  doesn't 
mean  you  try  to  stop  it. 

Baily  of  Brookings  has  a  productivi- 
ty theory  that  may  have  resonated 
among  voters  and  viewers:  "Look  at 
American  literature.  Look  at  the  mov- 
ies. Remember  all  those  about  people 
losing  their  farms?  It's  painful  for 
people.  They  regret  the  passing  of  a 
way  of  life." 
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U.S.  manufacturing 


Factory  jobs 
have  declined,  but 
productivity  and 
output  have 
jumped,  while 
pay  has  held 
steady.  These 
are  signs 
of  healthy 
manufacturing, 
not  a  sick  sector. 


They  recall  fondly  a  society  where 
an  immigrant  off  the  boat,  or  an 
unskilled  coal  digger  from  Kentucky, 
or  an  illiterate  cotton  picker  from 
Mississippi  could  come  to  Detroit  or 
Chicago  or  Pittsburgh  and  get  a  good 
factory  job,  $30,000  a  year  now, 
$1,800  a  month  pensions,  fully  paid 
health  care.  Wasn't  that  good?  Yes, 
but  it  was  only  for  a  brief  moment  in 
history.  Well  into  the  1930s  steel  mills 
were  sweat)%  dangerous  places  that 
paid  low  wages.  High-wage,  high- 
labor-content  manufacturing  got  its 
start  only  with  Henry  Ford  in  the 
World  War  I  era.  It  worked  only  when 
the  U.S.  dominated  world  manufac- 
turing, but  not  in  today's  era  of  global 
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competition.  You  can  pay  high  manu- 
facturing wages  today,  but  only  with 
the  highest  productivit}^  and  automa- 
tion— which  is  merely  another  term 
for  reducing  head  counts. 

There  are  new  jobs,  but  somewhere 
else  than  the  old  ones  and  requiring 
different  skills:  minimills  in  the  rural 
countryside,  car  assembly  plants  in 
Tennessee  and  Kentucky.  The  foreign 
factory  managers  who  moved  here 
don't  hire  anyone  who  shows  up. 
They  put  them  through  rigorous  tests 
to  get  the  best  for  their  money.  When 
the  big  U.S.  manufacturers  hire  again, 
it's  likely  they  will  be  more  particular, 
too.  And  many  of  today's  unskilled 
factory  jobs  may  leave  for  Mexico. 


But  it's  the  productivity  gains  all 
this  produces  that  allow  companies 
and  the  nation  to  afford  safet)^  nets  for 
those  who  lose  jobs.  Remember  when 
the  U.S.S.R.  boasted  of  full  employ- 
ment.^  Who  would  call  that  healthy? 

But  nostalgia  notwithstanding,  fac- 
tories aren't  where  the  new  jobs  are. 
In  the  1980s  our  economy,  with  less, 
not  more,  regulation  by  the  govern- 
ment, added  20  million  more  work- 
ers— yet  witnessed  a  drop  in  manufac- 
turing employment.  More  than  half 
of  the  increase  came  from  the  service 
economy. 

So  what's  the  answer  to  the  trou- 
blesome job  numbers?  Certainly  not 
more  costly  government  programs: 
Adam  Smith's  invisible  hand  is  better 
at  creating  real  jobs  than  Harvard 
professors  are.  Unfettered  entrepre- 
neurs give  creativity  and  energ)^  to  an 
economy;  government  rules  and  reg- 
ulations sap  that  vitality.  It  won't  be 
easy,  but  what  is? 

American  business  has  shown  that 
it  can  adapt  to  a  world  where  we  are 
no  longer  economically  supreme.  The 
best  government  program  would  be 
one  that  keeps  reminding  us  of  the 
new  reality,  defined  for  Forbks  re- 
cently by  Glen  Hiner,  chairman  of 
Owens-Corning  Fibcrglas:  "We 
don't  have  a  corner  in  brains.  Wc  have 
to  get  to  the  lowest  cost,  or  somebody 
else  will."  Higher  taxes,  more  regula- 
tion and  social  engineering  arc  all 
enemies  of  low-cost  production.    ^ 

Forbes"  Januan'  18,  1993 


On  the  theory  that  the  best  defense  against  takeover 
is  a  high  stock  price  and  growing  profits,  Dan  Nelson 
has  set  about  to  make  West  One  impregnable. 

No  more  white 
telephones 


By  John  H.  Taylor 

Once,  when  he  worried  about  his 
West  One  Bancorp  becoming  a  take- 
over target,  Chairman  Daniel  R.  Nel- 
son got  some  smart  advice  from  a 
board  member,  former  Albertson's 
Chairman  Warren  McCain.  "Warren 
told  me  the  best  defense  is  to  make  a 
lot  of  money,  plant  a  lot  of  flags  and 
not  to  worry,"  says  Nelson.  "And 
that's  what  we're  doing." 

Nelson,  55,  has  planted  plenty  of 
flags  and  has  made  plenty  of  money 
for  his  $6.8  billion  (assets)  bank  hold- 
ing company  based  in  Boise,  Idaho. 
Its  banner  now  flies  in  four  of  the 
country's  fastest- growing  states — 
Idaho,  Oregon,  Washington  and 
Utah.  West  One  earns  around  1.12% 
on  assets,  a  handsome  premium  over 
the  industry  average  of  0.97%. 

Expansion-minded  banks  like  Co- 
lumbus, Ohio's  Banc  One,  Minnea- 
polis' Norwest  and  Portland,  Ore.'s 
U.S.  Bancorp  all  would  dearly  love  to 
add  West  One  to  their  growing  col- 
lection of  banks. 

Everything  is  for  sale  at  a  price  these 
days.  What  price  would  it  take  to  buy 
West  One?  When  asked  about  rumors 
that  West  One  has  received  offers  of 
twice  its  book  value — or  $60  a 
share — Nelson  answers  only  oblique- 
ly: "Our  stock  is  trading  at  $50  a  share 
now,  and  it  is  clear  to  me  that  we  can 
get  it  to  $62  or  $65  just  doing  what 
we're  doing." 

Nelson  has  been  doing  some  quiet 
expanding  of  his  own.  Last  Septem- 
ber he  bought  38  Security  Pacific 
branches  in  Washington  State  that 
Bank  of  America  had  to  sell  as  part  of 
its  acquisition  of  Security  Pacific.  Nel- 
son was  familiar  with  most  of  those 
branches  because  he  had  run  them 


West  One  Chairman  Daniel  R.  Nelson 
Put  up  more  flags. 


himself  before  joining  West  One  in 
1984.  Nelson  got  the  branches  on  the 
cheap,  paying  a  premium  of  about 
$20  million  to  acquire  $1.2  billion  in 
deposits. 

Nelson  was  appalled  at  what  he 
found  when  he  made  unannounced 
visits  to  many  of  the  branches  in  early 
1992:  "Security  Pacific  had  cut  their 
operations  to  the  bare  bones,"  Nel- 
son recalls.  "I  went  into  one  and  said  1 
wanted  information  about  how  to  get 
a  loan.  The  branch  manager  pointed 


me  to  a  white  phone.  I  have  no  idea 
who  was  on  the  other  end  of  the  line 
or  where  they  were." 

Nelson  has  since  replaced  many  of 
the  white  telephones  with  real  human 
beings,  adding  30  loan  officers  and 
planning  to  hire  another  30  lenders. 
He  has  also  added  training  programs. 

Those  white  telephones  were  a 
symbol  of  a  highly  centralized  lending 
operation,  where  branch  managers 
had  almost  no  decision  making  pow- 
ers. Nelson  has  scrapped  that  along 
with  some  of  the  white  phones. 

Now  most  West  One  branch  man- 
agers make  loan  decisions  or  waive 
customers'  fees  without  getting  ap- 
proval from  the  head  office. 

Do  the  branch  managers  make 
more  bad  loans  than  the  old,  central- 
ized system.^  Apparently  not.  At  the 
end  of  September,  West  One's  ratio  of 
nonperforming  assets  to  total  assets 
was  0.51%,  less  than  one -fifth  the 
industry  average. 

When  mistakes  do  get  made.  Nel- 
son doesn't  dither.  In  the  late  1980s 
West  One  grew  too  fast  in  Utah; 
several  large  loans  went  bad  in  1991. 
Nelson  quickly  replaced  the  top  man- 
agement and  sent  one  of  his  premier 
credit  officers,  Don  I.  Sauer,  to  take 
over  the  Utah  bank. 

Today  the  Utah  bank  is  profitable, 
earning  $2.9  million  on  assets  of 
about  $650  million  in  the  first  three 
quarters  of  1992. 

And  so  Nelson  continues  to  take 
Warren  McCain's  advice  to  plant  flags 
and  make  money.  During  the  first 
nine  months  of  1992  West  One 
earned  $46  million  ($2.95  a  share), 
compared  with  $29  million  (or  $2.05 
a  share)  during  the  same  period  of 
1991.  Nelson  is  confident  enough 
about  the  bank's  performance  that  in 
December  he  raised  the  dividend 
from  an  annual  rate  of  $1.04  a  share 
to  $1.24. 

Nelson  says  that  his  five-year  goal  is 
to  have  the  first-,  second-  or  third- 
largest  bank  in  every  small  town  along 
the  300-mile  stretch  of  Interstate  5 
from  Portiand,  Ore.  to  the  Canadian 
border. 

In  accomplishing  all  this.  Nelson  is 
serving  notice  on  would-be  acquisi- 
tors.  We  can  do  nicely  on  our  own, 
thank  you,  he  is  saying,  but  if  you 
want  to  acquire  us,  we're  going  to 
come  dear.  ^ 
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What  happens  to  Time  Warner  now  that  its  creator  is 
dead?  Two  savvy  analysts  gaze  into  the  future. 

Life  without 
Ross 


By  Robert  Lenzner 

The  KING  is  dead,  long  live.  .  .  .Who? 
What?  With  Steve  Ross'  death  from 
cancer  late  last  month,  the  hiture  of 
Time  Warner  Inc.,  the  world's  largest 
entertainment  conglomerate,  is  up  in 
the  air. 

All  this  matters  mightily  to  inves- 
tors, who  saw  their  Time  Inc.  shares 
climb  to  about  46  (adjusted  for  a  4- 
for-1  split  last  September)  and  then 
fall  to  16y2  after  Steve  Ross  won  his 
battle  to  acquire  the  company  in 
1990.  The  stock  has  since  regained 
nearly  half  the  lost  ground.  But  with 
Ross  gone,  control  of  the  company 
and  its  direction  is  up  for  grabs. 

We  asked  two  of  Wall  Street's  sav- 
viest  media  analysts  to  polish  up  their 
crystal  balls  for  us  on  Time  Warner's 
ftiture.  They  are  Jessica  Reif  of  Op- 
penheimer  &  Co.,  Inc.  and  Richard 
Simon  of  Goldman,  Sachs  &  Co. 
Both  are  highly  bullish  on  the  post- 
Ross  Time  Warner. 

Reif:  Gerald  Levin  [Ross'  handpicked 
successor]  is  one  of  the  most  under- 
rated managers  in  the  nation.  Still,  it's 
hard  to  tell  if  he  is  in  control,  because 
of  the  board  changes  and  because  of 
the  intense  politicking  at  the  compa- 
ny. The  most  positive  thing  you  can 
say  is  that  outside  of  Disney,  this  is  the 
most  stable  management  team  in  the 
entertainment  industry. 

Simon:  Time  Warner  shares  sell  at  8.5 
times  cash  flow — a  discount  to  the 
price  paid  by  its  foreign  strategic  part- 
ners, Toshiba  Corp.  and  C.  Itoh  & 
Co.,  Ltd.  (Itochu  International  Inc. 
since  October),  which  bought  their 
minority  interests  in  Time  Warner 
Entertainment  at  1 2  to  1 3  times  cash 
flow.  So  the  public  today  can  get  in 


more  deleveraging,  and  increasing 
value  for  stockholders. 

But  aren't  Time  Warner's  options 
limited?  You  say  the  stock  is  selling 
at  a  modest  cash  flow  multiple; 
selling  new  stock  would  dilute  cur- 
rent shareholders  and  perhaps  lead 
to  mutiny. 

Reif:  The  company  assures  us  it  will 
not  sell  more  stock.  I  believe  they  will 
monetize  other  assets.  They  might 
sell  some  or  all  of  their  21%  interest  in 
Turner  Broadcasting  System,   Inc., 


Richard  Simon,  Goldman,  Saclis  vice  president  and  entertainment  analyst 

"[Since  Steve  Ross'  death]  many  institutions  could  be  more  receptive  to  the  stock.' 


cheaper  than  the  big  investors  did. 

The  company  has  the  best  combi- 
nation of  cable  networks,  movie  stu- 
dio, music,  cable  programming  and 
magazines  in  the  world. 

Many  institutional  investors  have 
been  uncomfortable  with  the  stock 
because  of  the  issues  of  Steve  Ross' 
compensation  and/or  his  managerial 
style.  [Since  Ross'  death]  many  insti- 
tutions that  were  not  open  to  it  could 
be  more  receptive  to  the  stock. 

Forbes:  There's  still  all  that  debt 
that  Ross  piled  on  when  he  did  the 
merger  between  Time  and  Warner: 
$9.2  billion  long-term  debt,  $6.4 
billion  in  preferred. 

Reif:  I  think  1993  will  be  the  year  of 


which  is  worth  over  $1  billion.  Also 
the  company  could  bring  other  part- 
ners into  Time  Warner  Entertain- 
ment, a  limited  partnership  that  in- 
cludes the  film  entertainment  and  ca- 
ble divisions  and  HBO.  Time  Warner 
still  owns  87.5%  of 'IWK,  after  selling 
12.5%  to  Toshiba  and  Itochu. 

In  other  words,  sell  off  pieces  of 
pieces  at  higher  prices  than  you'd 
get  selling  a  piece  of  the  whole. 

Reif:  I'll  give  you  an  interesting  exam- 
ple. On  Dec.  7  Time  Warner  raised 
close  to  $500  million  by  means  of  a 
zero  coupon  note  convertible  into  12 
million  shares  of  Hasbro,  Inc.,  a  toy 
company  stock  owned  by  Time 
Warner.  It  used  the  proceeds  in  part 
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to  pay  down  more  expensive  debt. 

There  will  be  other  balance  sheet 
improvements.  For  example,  on  or 
after  Jan.  10,  1993,  the  company  can 
call  the  $3.2  billion  Series  D  convert- 
ible preferred  shares  [at  an  initial  price 
of  $53.85].  I  believe  they'll  do  this. 
Since  it  pays  an  11%  stock  dividend, 
and  if  it  can  be  refinanced  with 
straight  bank  debt  at  8%,  the  saving 
would  be  $100  million  in  interest 
costs.  Besides,  interest  costs  on  the 
borrowings  would  be  tax-deductible, 
while  dividends  on  the  preferred  stock 
are  not. 


By  the  end  of  the  decade  I  can  see  a 
video  shopping  mall  develop.  Time 
Warner  could  build  massive  storage 
facilities  where,  say,  they  could  store 
digitally  1 ,000  movies  that  would  be 
connected  to  a  variet)'  of  cable  sys- 
tems. Subscribers  would  access  this 
inventory  of  movies  whenever  they 
wanted,  from  their  homes,  on  a  24- 
hour  basis.  Eventually,  you  will  be 
able  to  choose  from  a  library  of  musi- 
cal videos  and  then  press  a  button. 

This  will  be  a  way  to  merchandise 
Time  Warner's  music  groups,  like  Phil 
Collins,  Madonna  or  Metallica.  Per- 


Jessica  Reif,  Oppenheimer  &  Co.  entertainment  analyst 
"It's  hard  to  tell  if  [Gerald  Levin]  is  in  controf!" 


What  do  you  see  in  your  crystal 
balls? 

Simon:  It  would  be  interesting  to  see  a 
technological  alliance  between  Time 
Warner  and  AT&T,  which  would  like 
to  enter  into  a  partnership  with  a  cable 
company.  It  could  be  cheaper  to  make 
your  long  distance  telephone  calls 
over  cable  than  by  using  local  tele- 
phone companies.  Moreover,  it 
would  benefit  the  cable  business  by 
pro\'iding  another  revenue  stream  in 
access  fees.  I  think  they  [at&t  and 
Time  Warner]  have  been  talking 
about  this  arrangement. 

We  call  the  evolution  of  this  indus- 
tr\'  a  communacopia — combination 
of  communications  and  cornucopia. 
Let  me  explain. 


haps  books  and  magazines  as  well. 

Catalog  shopping  also  could  be 
done  from  the  home  on  cable.  There 
could  be  an  L.L.  Bean  channel  that 
allows  you  to  flip  through  the  L.L. 
Bean  products  and  order  over  the 
cable  system.  Time  Warner  could  get 
a  piece  of  the  action.  This  would  apply 
to  a  gardening  products  channel  or 
even  a  Field  &  Stream  channel  for 
hunters  and  fishermen,  or  whatever. 

So  the  TV  set  obsoletes  the  mall. 
That  means  access  to  the  screen  is 
the  key  to  the  future  of  retailing. 

Keif:  With  6.7  million  subscribers. 
Time  Warner  is  the  nation's  second- 
largest  cable  TV  company.  It  owns 
systems  in  7  of  the  20  largest  markets. 


Time  Warner  recentiy  said  that  the 
company  will  become  a  full -service 
network  by  installing  fiber-optic  ca- 
bles. The  use  of  fiber  dramatically 
increases  the  capacity  of  a  cable  system 
from  fewer  than  75  channels  to  150 
channels  or  more.  Another  techno- 
logical improvement  in  the  works  is 
compression,  which  allows  more  vid- 
eo product  to  travel  through  the  fiber 
cable  system.  This  has  the  effect  of 
multiplying  the  number  of  channels 
available  to  500  or  more. 

S^'mow."  Americans  spent  $3  billion  on 
films  in  1980  and  $21  billion  by 
1990.  This  could  grow  when  the  150 
channels  on  Time  Warner's  Quantum 
service  now  available  in  the  New  York 
City  borough  of  Queens  become  500 
channels  in  the  next  two  years.  They 
will  be  able  to  offer  30  movies  a  night 
starting  every  15  minutes.  Anyone 
choosing  a  Warner  or  hbo  film  in 
Queens,  a  Time  Warner  cable  fran- 
chise, will  pay  about  $3.95  to  Time 
Warner.  A  person  choosing  a  Fox  film 
will  pay  $3.95,  with  about  $1.98  go- 
ing to  Fox  and  the  rest  going  to  Time 
Warner  as  a  distribution  fee. 

Neither  of  you  mentions  maga- 
zines. Time  Warner  is  one  of  the 
world's  biggest  in  that. 

Keif:  Magazine  publishing  was  in- 
credibly weak  for  the  industry  all  year 
long.  But  it  will  pick  up  in  1993 
thanks  to  price  increases  on  advertis- 
ing rates  that  look  like  they  will  go 
through. 

For  Time  Warner,  the  magazines 
would  be  the  easiest  to  sell.  On  the 
other  hand,  the  division  is  increasing 
titles  by  taking  on  management  of 
American  Express  Publishing  Corp.'s 
Travel  &  Leisure  and  Food  &  Wine. 
So  my  guess  is,  no,  they  won't  sell  the 
magazines. 

How  do  earnings  look? 

Keif:  I  believe  Time  Warner  will  have 
an  operating  cash  flow  of  around  $2.8 
billion  in  1993,  which  would  give  the 
stock  (recentiy  at  29y4)  a  value  today 
of  37y2  at  ten  times  cash  flow.  The 
company  should  start  to  make  money 
sometime  in  1993,  though  for  the  full 
year  I  am  forecasting  a  loss  per  share  of 
45  cents.  ^ 
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It  is  fashionable  for  politicians  and  pundits  to  mourn  the 
decline  of  American  economic  competitiveness.  Smart 
Europeans  have  a  different  view  of  the  situation. 

Patently  absurd 


By  Richard  C.  Morais 

While  Amefjcans  have  been  trem- 
bling with  existential  angst  these  last 
few  years,  some  thoughtful  Europe- 
ans have  been  preparing  themselves 
against  a  massive  industrial  revival  in 
the  U.S. 

Among  them  is  Konrad  Faust,  a 
researcher  at  the  IFO  Institut  fur 
Wirtschaftsforschung,  a 
prestigious  think  tank  on 
the  banks  of  Munich's  Isar 
River.  Years  ago  Faust  be- 
gan studying  international 
patent  registrations.  The 
results,  he  says,  have  as- 
tounded him. 

In  1987  the  U.S.  share  of 
international  patent  regis- 
trations dropped  to  a  hu- 
miliating 25.16%.  For  the 
first  time  the  U.S.  was 
bumped  out  of  the  number 
one  spot  by  the  energetic 
Japanese,  who  registered 
25.88%  of  the  international 
patents  that  year  (see  chart). 
Americans  began  whipping 
themselves  like  medieval 
flagellant! . 

But  there  must  have  been  ^^^H 
some  real  penitenti  among 
all  the  flagellanti.  For  it  is  now  clear 
that  innovation  is  neither  dead  nor 
dying  in  the  U.S.  In  1990,  the  latest 
available  year,  the  U.S.  was  responsi- 
ble for  30.1%  of  the  international 
patent  registrations.  That  compared 
with  Japan's  24.2%  and  Germany's 
faltering  16.5%. 

The  trend  is  clearly  back  up.  Ameri- 
cans register  some  25,000  inventions 
a  year,  80%  more  than  in  1970.  "It's  a 
very  real  revival,"  says  Faust.  "The 
trend  appears  to  be  continuing  in 
1991  and  1992." 

Patent  registrations  are  an  impor- 
tant leading  indicator  but  require 
careful  analysis.  It  turns  out  that  the 


vast  number  of  Japanese  patents  of 
the  1980s  weren't  quite  as  impressive 
as  they  seemed  at  first  blush.  "You 
have  to  look  at  the  qualit\'  as  well  as 
quantit)%"  says  Karlheinz  Kaske,  the 
just  retired  chairman  of  Siemens  AG 
and  the  wise  old  man  of  the  German 
electronics  industry.  "A  lot  of  the 
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According  to  a  German  think  tank, 

the  U.S.  share  of  inventions  is  on  the  rise, 

while  Japan  and  Germany  are  registering  declines. 


Japanese  patents  were  peanuts,  be- 
cause the  companies  had  incentive 
programs  tied  to  the  amount  of  pat- 
ents produced." 

Patent  registrations,  of  course,  take 
years  to  translate  into  real  growth. 
This  delay  creates  a  field  day  for 
gloomsters  like  Lester  C.  Thurow  of 
MIT,  the  Art  Garfunkel  of  economic 
forecasting.  Calling  for  the  U.S.  gov- 
ernment "to  do  something,"  Thurow 
predicts  Europe  will  be  the  economic 
powerhouse  of  the  21st  centur\'. 

Faust  wishes  that  were  so,  but  he 
knows  it  isn't.  "The  patent  registra- 
tions show  that  the  big  losers  arc 
Germany  and  Europe,"  says  Faust. 


"We  are  standing  still  while  the  Japa- 
nese and  U.S.  move  ahead.  That 
means  in  real  terms  Germany  is  falling 
behind."  Fact:  In  the  last  decade  Ger- 
many's share  of  patents  has  dropped 
from  21.4%  to  16.5%. 

Karlheinz  Kaske  is  even  more  em- 
phatic. He  beheves  a  golden  age  of 
American  innovation  is  around  the 
corner.  Militan,'  cutbacks  will  unleash 
tremendous  potential,  he  says,  pour- 
ing into  the  private  sector  a  wave  of 
scientists,  technologies  and  capital. 

"At  the  end  of  the  Vietnam  War  I 
witnessed  a  cutback  in  military  spend- 
ing," he  says.  "It  helped  Silicon  Val- 
ley spring  out  of  the  ground.  Scien- 
tists and  venture  capital  were  every- 
where. It  will  happen  again.  Contrary' 
to  Europe,  U.S.  engineers  are  mobile 
and  adaptable;  contrary  to  the  former 
U.S.S.R,  the  U.S.  has  the 
^^^^     framework  to  manage  this 
conversion.  The  shift  will 
take  time,  but  the  U.S.  will 
surely  be  the  locomotive  of 
the  1990s." 

A  German  business  pub- 
hcation   recentiy  commis- 
sioned the  Boston  Consult- 
ing Group  to  do  an  exhaus- 
tive report  comparing  the 
long-term  prospects  of  Ja- 
pan, Germany  and  the  U.S. 
The  study  confounded  the 
prophets  of  U.S.  economic 
decline.  It  said,  in  effect, 
^^     that  while  Japan  and  Ger- 
wtt     many  had  left  the  Stone 
Age  and  were  into  the  car 
and  electronic  age,  the  U.S. 
was  ahead,  opening  up  a 
new  era  of  sofhvare  and  lei- 
sure industries. 
"In  the  field  of  genetic  engineer- 
ing, we  are  seeing  hundreds  of  small 
U.S.  companies  registering  patents," 
says  Faust.  "It  is  a  pattern  similar  to- 
the  early  days  of  Silicon  Valley." 

Adds  Kaske:  "The  SDI  technology, 
for  example,  is  in  large  part  informa- 
tion technology:  software,  automa- 
tion, electronics.  I  see  that  leading  to 
tremendous  growth  in  telecommuni- 
cations, navigation,  Hivi'V." 

Moral:  U.S.  sentiment,  like  the 
stock  market,  tends  to  overshoot. 
From  reveling  in  economic  euphoria, 
the  U.S.  became  enveloped  in  eco- 
nomic gloom.  The  euphoria  has  dissi- 
pated. So  will  the  gloom.  HI 
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The  competitioris  new 

laser  printers  were  inspired  by 

a  distinguished  history 

Ours. 


The  IBM 
LaserPrinter  10, 
$1899. 


Over  a  year  ago, 
IBM®  LaserPrinters  by 
Lexmark  were  the  first  with 
affordable  600  x  600  dots-per-inch  printing, 
for  razor-sharp  output. 

We  built  in  a  high-speed  PC-to-printer 
connection  and  a  compact  footprint  long 
before  the  "leading"  laser  printer  did. 

And  even  their  newest  machines 
don't  offer  our  wrinkle-free  envelope 
printing,  made-in-America  desktop 
laser  print  engine,  or  toner  cartridge 
that  yields  up  to  60%  more  pages. 
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We've  also  lowered 
the  list  price  on  selected 
IBM  LaserPrinters  up  to  $1295. 
So  the  machines  that  pioneered  better 
technology  are  now  better  values  than  ever. 
To  find  your  nearest  Lexmark  dealer, 
call  1 800  358-5835  ('n  Canada, 

:V**'^^^*V         ^  ^^^  663-7662). 
to  To  find  out  what  else 

o^  we're  doing    ,^^  p^^^^„^,  p^^^^^^^  ,y 
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see  the  next  page. 
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The  U.S.  Food  &  Drug  Administration  has  all  but 
stopped  approving  new  medical  devices— much  to  the 
benefit,  for  now,  of  foreigners. 

Block  that 
innoTatioii! 


By  Laura  Jereski 


In  OVTiR  TVVO  DECADES  as  a 
successful  builder  of  inno- 
vative medical-device-mak- 
ing companies,  Manuel  Vil- 
lafana  has  overcome  many  a 
scientific  and  financial  hur- 
dle. But  nothing  prepared 
him  to  deal  with  the  faceless 
government  bureaucrac)' 
that  is  the  U.S.  Food  & 
Drug  Administration. 

Villafana,  now  52, 
helped  launch  Cardiac 
Pacemakers,  now  a  subsid- 
iar\^  of  Eli  Lilly.  Later  he 
cofounded  St.  Jude  Medi- 
cal, a  maker  of  high-tech 
valves  used  in  open-heart 
surger\^  Since  1990  Villa- 
fana has  run  ATS  Medical,  a 
Minneapolis-based  startup 
that  has  developed  a  heart 
valve  Villafana  hopes  will 
one  day  supplant  St.  Jude 
Medical's  valve,  now  the  in- 
dustry' standard. 

But  that  day  may  be  a  long  time 
commg.  Embarrassed  by  much-pub- 
licized problems  with  silicon  gel 
breast  implants  and  heart  valves,  the 
FDA  has  almost  stopped  approving 
new  medical  devices.  The  eda's  ap- 
provals of  new  devices  have  sunk  from 
47  two  years  ago  to  12  in  the  fiscal 
year  that  ended  last  September.  Offi- 
cially the  EDA  attempts  to  complete 
reviews  of  new  medical  devices  and 
give  a  thumbs  up  or  down  within  1 80 
days,  but  in  some  cases  the  review 
process  has  stretched  to  two  years  or 
more.  Contrast  this  slowdown  to  the 
growth  of  the  eda's  total  staff — up 
from  7,600  in  1990  to  8,700  now— 
and  to  its  budget,  up  from  $598 


million  to  $760  million. 

How  do  startups  like  ATS  surxive  if 
the  bureaucrats  keep  their  products 
off  the  market?  The  better-capitalized 
ones  do  so  in  part  by  looking  overseas. 
ATS'  new  heart  valve  is  almost  com- 
pletely assembled  in  Minneapolis  and 
then  shipped  to  Scotland  where  the 
last  piece,  a  sewing  cuff  around  the 
valve,  is  attached.  From  Scotland  it  is 
sold  into  France,  Switzerland,  Ger- 
many and  five  other  foreign  countries. 
Foreign  sales  brought  in  $225,000 
through  the  first  three  quarters  of  last 
year,  not  much  but  enough  to  help 
the  company  raise  some  $27  million 
in  a  private  placement  to  fund  extend- 
ed clinical  trials  in  the  U.S.  Even  so, 
says   Villafana,  Ais'    valve    probably 


won't  be  available  to  American  pa- 
tients until  1997. 

Or  consider  Waltham,  Mass. -based 
Summit  Technolog)^  In  1988  Sum- 
mit developed  a  laser  technique  for 
the  removal  of  corneal  scars;  the  laser 
procedure  could  substitute  for  risky 
corneal  transplant  surgery  for  as  many 
as  20,000  U.S.  patients  annually. 
Summit  has  been  tr^'ing  for  a  year  to 
win  FDA  approval  for  its  procedure. 
But  the  eda's  ophthalmologx'  panel, 
which  usualh'  meets  at  least  four  times 
a  year,  met  only  once  last  year,  and  so 
didn't  even  consider  Summit's  clini- 
cal results  supporting  its  request  for 
approval. 
I^^H  Fortunately,  Summit's 
^^1  laser  device  is  used  in  35 
1  countries  for  refractive  sur- 
ger\'  to  improve  vision  by 
changing  the  shape  of  the 
cornea.  That  foreign  busi- 
ness accounted  for  virtually 
all  of  Summit's  $30  million 
in  sales  last  year.  "We  are 
lucky,"  says  Summit  Presi- 
dent David  Muller.  "If  it 
weren't  for  the  refractive 
surgery  overseas,  we'd  be 
out  of  business." 

Says  Daniel  Lemaitre,  a 
medical  devices  company 
analyst  at  Cowen  &  Co.: 
"There  isn't  a  company 
that  isn't  thinking  of  mov- 
ing its  research  and  devel- 
opment, and  its  manufac- 
turing, overseas." 

The  eda's  approvals 
slowdown — in  concert, 
probably,  with  uncertaint)' 
as  to  what  future  U.S.  health  insur- 
ance policies  will  cover — has  begun  to 
drain  venture  capital  away  from  medi- 
cal device  companies.  Walter  Chan- 
ning  of  c;vv  Group,  one  of  the  largest 
investors  in  medical  innovations,  says 
that  ten  years  ago  40%  of  his  capital 
would  have  been  invested  in  medical 
device  companies.  Today  only  20%  of 
his  funds  are  so  invested. 

Warns  Robert  Daly  of  Boston's  T  \ 
Associates,  a  big  venture  firm:  "The 
new  regulations  and  delays  mean  add 
ing  $10  million  to  $20  million  to  a 
company's  budget,  and  several  years 
until  the  device  gets  to  market.  At  that 
rate,  most  [venture]  deals  don't  make 
sense."  And  when  medical  innovation 
deals  suffer,  cvenonc  docs.  !■ 
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The  competition  will 

find  our  new  color  printer 

equally  inspirational. 


The  new  IBM 
Color  Jetprinter  PS, 
$3495. 


The  new  IBM®  C^^~~ZZ 

Color  Jetprinter  PS  4079 
by  Lexmark  can  show  you  three  times  as  many 
colors  as  the  HP  PaintJet  XL300f 

And  do  it  up  to  44%  faster. 

Our  machine  delivers  true  360  x  360  dots- 
per-inch  resolution.  Theirs,  300  dpi. 

Ours  has  ColorGrade™  enhancement,  for 
even  smoother  blends  and  sharper  images. 
Theirs  doesn't. 

Best  of  all,  for  the  same  Ust  price  as  the  HP 
machine,  we  build  in  PostScript®  compatibility 


i 


and  11"  X 17"  paper 
handling.  Features 
they  charge  as  much  as  $1500  extra  for. 

And  our  IBM  Inkjet  cartridges  deliver  the 
same  quality  and  affordability  as  the  printer  itself. 

To  find  your  nearest  Lexmark  dealer,  call 
1 800  358-5835  (in  Canada,  1 800  663-7662). 

To  find  out  about  the  exciting  new  company 
that's  bringing  these 

,•  J      i  IBM  Personal  Printers  by 

mnovative  products  ^ 

to  the  marketplace,  LEXM^VRK™ 

just  turn  the  page.  Make  Your  Mark 
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Here's  how  an  obscure  Washington  office  managed  to 
keep  the  IRS  from  tormenting  some  innocent  taxpayers. 

No  fishing 


Not  .\ll  encounters  between  tax- 
payers and  the  Internal  Revenue  Ser- 
\ice  end  badly. 

In  October  Robert  Long — who  is 
president  of  an  East  Coast-based 
trucking  firm  and  is  himself  a  CPA — 
got  a  letter  fi-om  the  iRS  that  left  him 
aghast.  In  the  letter,  T.B^  Tertell,  a 
revenue  officer  and  examiner  in  the 
Chicago  district,  announced  a  "sur- 
vey" of  the  trucking  industn's  use  of 
independent  contractors.  Tertell 
wanted  to  know,  among  other  things, 
the  number  of  employees  who  had 
received  forms  W-2  or  1099  or  both 
for  each  year  the  firm  had  been  in 
business.  And  the  iRS  wanted  the  in- 
formation in  15  days. 

The  sune)'  seemed  to  be  part  of  the 
IRS  campaign  against  businesses  that 
disguise  virtually'  full-time  employees 
as  "independent  contractors"  to 
avoid  Social  Security'  and  other  taxes. 
But,  since  the  trucking  firm  was 
founded  in  1936,  complying  with  the 
IRS  suney  meant  gathering  and  cross- 
checking tens  of  thousands  of  forms, 
many  of  which  no  longer  exist.  Rob- 
ert Long  says  it  would  have  taken  the 
comptroller  and  an  assistant  several 
weeks  just  to  see  what  paperwork 
could  be  collected.  "In  truth,  the 
request  couldn't  be  complied  with, 
but  I  was  prepared  to  make  some  sort 
of  effort,  because  the  letter  came  on 
IRS  letterhead  and  looked  ver\-  offi- 
cial," he  adds. 

As  it  turned  out,  he  didn't  have  to, 
thanks  to  a  litde-known  law  adminis- 
tered by  an  obscure  federal  office.  The 
law  that  rode  to  Long's  rescue  is  the 
Paperwork  Reduction  Act  of  1980.  It 
is  administered  by  the  Office  of  Infor- 
mation &c  Regulaton'  Affairs,  a  60- 
person  unit  of  the  Office  of  Manage- 
ment &  Budget.  Staft'ers  there  con- 
firmed that  the  iRS  sur\ey  violated  the 
law,  and  the  iRS  quickly  rescinded  it. 

The  law  specifies  that  am'  time  a 
government  survey  goes  to  ten  or 
more  taxpayers,  it  must  be  cleared  by 
OMB.  There  staffers  decide  whether 
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the  information  request  imposes  too 
great  a  burden  on  the  recipients.  If  the 
agency  clears  a  sur\ey,  it  also  assigns  a 
control  number  and  expiration  date 
that  must  appear  on  each  copy  of  the 
document. 

It  was  the  absence  of  such  a  clear- 
ance number  that  tipped  off  Kenneth 
Simonson  of  the  American  Trucking 
Association  that  something — besides 
common  sense — was  amiss  with  the 
sur\ey  Long  received.  Simonson 
called  in  the  OMB  watchdogs.  "Exi- 
dendy  the  agent  who  sent  out  the 
requests  was  not  aware  of  the  rules," 
says  an  IRS  official.  She  adds  that  since 
then,  field  agents  have  received  re- 
minders explaining  the  Paperwork 
Reduction  Act  and  how  it  works. 

Alas,  the  Papenvork  Reduction  Act 
has  its  limits.  The  IRS  has  for  years 
cleared  all  its  tax  forms  with  OMB,  so 
don't  ask  the  agenc\'  to  protect  you 


from  the  horrible  tedium  and  frustra- 
tion of  filing  returns.  Nor  does  the  law- 
apply  in  an  audit.  Still,  it's  nice  to 
know  that  it  forbids  some  fishing 
expeditions. 

Don't  take  comfort 
To  all  those  who  are  rexiewing  or 
reworking  wills  that  have  so-called 
bypass  or  credit  shelter  trusts,  a  warn- 
ing: Beware  of  the  words  "comfort" 
and  "enjovment."  Thev  can  cost  you 
S360,000.' 

The  situation  arises  this  way.  The 
federal  gift  and  estate  tax  allows  each 
taxpayer  an  unhmited  exemption  for 
property'  left  to  a  spouse  who  is  a  U.S. 
citizen.  There  is  also  a  5600,000  ex- 
emption for  property-  left  to  other 
heirs.  But  married  couples  lose  the 
value  of  one  of  the  5600,000  exemp- 
tions if  each  spouse  leaves  everx'thing 
to  the  other.  So  xxealthy  couples  often 
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iilf  Lexmark  is  an  indicator  of  the 
kind  of  innovation  we  can  expect  from  an  IBM  spin-off 
OS/2  users  have  much  to  look  forward  to yy 


OS/2  Professional  Magazine, 
November  1992 


ii  The  LaserPrinter  10  is 
appropriately  named 
It  is  close  to  a  perfect  10. . 

Computer  Reseller  News, 
February  3, 1992 


yy 


a  Lexmark  offers  the  best  combination  of  price  and 
performance  for  printers  used  for  desktop  publishing,  yy 

Windows  Magazine, 
February  1992 


((With  the  IBM  LaserPrinter  6,  Lexmark  proudly  comes  into  its  own  on  the 
laser  printer  turf  by  paying  special  attention  to  paper  handling  and  resolution 
quality.  This  workhorse  prints  on  both  delicate  stationery  and 
card  stocks,  andean  deliver  a  jaw-dropping  600-by-600  dpi  resolution,  yy 

ComputerLand  Magazine, 
April  1992 


ii  The  4079  is  a 

watershed  color 

printer.  The  list  of 

matures,  low  pricing, 

solid  warranty. . . 

jU  combine  to  make 

this  a  color  Inkjet 

printer  against 

which  others 

will  be  measured  yy 

BIS  Strategic  Decisions, 
October  1992 


Now  that 

you  know  what 

inspired  our 

competition, 

here's  what 
inspires  us. 


^iThe  low  prices 

and  numerous 

features  of  these 

printers 

for  the  Mac 

make  for  an 

unbeatable 

deal,  indeed  ^^ 

BYTE  Magazine, 
July  1992 


The  response  to  IBM*  desktop  printers  by 
Lexmark  has  been  gratifying.  Like  the  most  recent 
"Editors'  Choice"  award  from  PC  Magazine 
(11/24/92). 

And  weVe  just  getting  started. 

In  fact,  We're  less  than  two  years  old. 

An  independent,  worldwide  company,  Lexmark 
International  was  formed  from  a  division  of  IBM. 
Built  from  the  ground  up  to  be  more  focused  and 
entrepreneurial. 

And  our  success  can  be  measured  by  more 
than  just  accolades.  For  instance,  we've  introduced 
an  average  of  one  new  printer  to  the  marketplace 
every  month. 


What's  more,  we're  earning  a  solid  reputation 
for  customer  service  and  easy-to-use  products.  Our 
dedication  to  excellence  means  being  responsive  to  our 
customers,  being  quick,  agile,  and  always  competitive. 

In  addition  to  IBM  personal  print(  rs,  we  also 
design,  build,  and  market  IBM  typewriters,  related 
supplies,  and  state-of-the-art  keyboards. 

To  learn  more  about  Lexmark,  call  us  at 
1 800  358-5835  (in  Canada,  1 800  663-7662). 

Keep  your  eye 

IBM  Personal  Printers  by 

Lexmark. 


on  Lexmark.  We're 
making  our  mark  by 
giving  you  better  ways 
to  make  yours. 


'♦' 


Make  Your  Mark 


IBM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  US-  and  other  countries  and  is  used  under  license  Lexmark  is  a  trademark  of  Lexmark  International,  Inc 
©1993  Lexmark  International,  Inc, 
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No  ONE  HELPS  YOU 
KEEP  IN  TOUCH  MORE  THAN  WE  DO 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  last  places  people  get  any  work  done  is  in  the 
office,  we  moka  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  than  you  can  imagine. 

For  instance,  our  new  T4400C  has  an  incredibly  fast  i486™DX 
microprocessor  with  200MB  hard  drive  or  i486'**SX  with  120MB  hard  drive, 
three  hour  battery  life,  end  the  newest  9.5"  active  matrix  color  TFT-LCD  screen 
that  can  simultaneously  display  256  colors  ot  full  640x480  resolution. 
It's  the  most  powerful  color  notebook  available  to  control  information  and 
improve  communication. 

At  Toshiba,  we  want  you  to  be  your  most  productive,  so  you  can  keep 
in  touch  with  a  few  other  important  parts  of  your  life.  Your  family,  friends... 

In  Touch  with  Tomorrow 

TOSHIBA 

For  more  mformolion  wrile.Ioshibo  Americo  Inlormotion  Syslems.Inc  9740  Irvrne  Bl«d , Irvine.  C*  '2718  or  coll;  1-800-457-7777  r486  is  o  trodemork  ol  Intel  Corp 


Figure  out  the  potential: 
100%  investment,  0%  tax. 


Investors  in  Dubai's  Jebel  Ali  Free  Zone    f^B.L  scwSubcm 

have  everything  going  for  them.  100%    ^SSBBBSBSm  'P^n^^'- 

".  "       V     DUBAI  DRVW     •       > 

foreign  ownership,  100%  repatriation     <  *"  f^  "^js^s^ 


French  0' 


nmalttTis: 

PERFUME 


of  capital  and  profits,  exemption  from  all  import  duties  and  a 
renewable  15-year  guarantee  of  freedom  from  all  taxation.  That's  right, 

no  taxes.  1  Land  for  factories, 
warehouses  and  office  buildings  is 
abundant  and  economically  priced. 
Energy  is  inexpensive  and  plentiful.  Skilled,  experienced  manpower  is 
readily  available.  And  there  are  no  strikes  in  Dubai.     1  At  the  heart  of 

regions. 


serve 


one  of  the  world's  fastest  growing 

Dubai  is  strategically  located  to 

a  market  of  over  a  billion  people.       ^^^THH^       "  And  more 

than  120  shipping  lines  and  60  airlines  call  at  Dubai's  efficient  ports  and 

airport.  So  you  can  ship  your  goods  worldwide  with  the  minimum  of 

delay.    1  Add  up  the  advantages  and  you'll  figure  out  the  pbtenrial. 


Decide  on  Dubai. 


For  more  information  on  Dubai,  please  contact:  Dubai  Commerce  and  Tourism  Promotion  Board 
8  Penn  Center,  Philadelphia  PA  19103,  U.S.A.  Tel:  (215)  751-9750.  Fax:  (215)  751-9551 


write  wills  in  which  husband  and  wife 
each  leave  at  least  $600,000  to  the 
next  generation. 

But  what  about  couples  who  are 
prosperous  but  not  extremely 
wealthy.'  They,  too,  want  to  leave  up 
to  $1.2  million  tax  free  to  the  next 
generation.  But  they  want  maximum 
flexibilit)^  should  one  spouse  outlive 
the  other  by  many  years  and  need  to 
dip  into  these  assets. 

Solution:  Each  spouse  writes  a  will 
putting  $600,000  of  assets  into  a  so- 
called  bypass  or  credit  shelter  tnist. 
When  the  first  spouse  dies,  $600,000 


What  if  your  lawyer  un- 
wittingly inserts  a  little 
too  much  flexibility 
into  the  trust?  A  disaster. 


of  assets  goes  into  a  trust  whose 
income  goes  to  the  second  spouse  for 
life.  When  the  second  spouse  dies, 
the  principal  in  the  trust  goes  to  the 
other  heirs.  To  provide  flexibilit}', 
however,  the  trusts  often  give  the 
surviving  spouse  power  to  get  at  the 
trust's  principal  if  the  money  is  going 
to  be  used  for  reasons  of  "mainte- 
nance, education,  support  or 
health."  Estate  tax  experts  refer  to 
this  as  MKSH. 

The  trap  comes  if  an  unwitting 
lawyer  inserts  a  little  too  much  flexi- 
bilit)'  into  the  trust,  giving  the  survi- 
vor access  to  principal  for  his  or  her 
own  "comfort"  or  "enjoyment."  Ac- 
cording to  Larry  Elkin,  a  c;pa  based  in 
Hastings-on-Hudson,  N.Y.,  many 
lawyers  make  that  mistake.  But  a  re- 
cent case,  Vissering  v.  Commissioner, 
makes  it  clear  that  the  IRS  can  treat 
such  a  trust  as  an  outright  bet]uest  to 
the  sur\'iving  spouse.  In  that  case  the 
principal  gets  thrown  into  the  estate 
of  the  second  spouse  and  taxed  at 
rates  as  high  as  60%.  Suddenly,  the 
$600,000  exemption  disappears,  and 
the  survivor  could  wind  up  owing  tax 
ofup  to  $360,000. 

Elkin  notes  that  there's  no  need 
to  go  beyond  MKSH.  "The  MKSH 
standard  allows  for  great  latitude," 
he  says.  "It  could  allow  invasion  of 
the  principal  for  a  trip  to  Europe, 
say,  if  that's  what  the  spouse  was 
used  to."  Moral:  Review  your  by 
pass  taists.  -L.S.  ^ 
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Air  to  Air. 
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Daily  runs  to  Qested  Butte.   . 

Planning  on  getting  airborne?  Make  sure  your 
flight  plans  include  the  right  airline.  And  the  right  resort. 

United  Airlines  is  now  jetting  daily  to 

Crested  Butte,  Colorado,  where  you'll  find  all  kinds  of  trails 

:  for  every  kind  of  skier.  It's  some  of  the  finest  skiing  in  the  rockies 

and  it's  just  a  United  flight  away  £ 

For  more  information,  call  your  Travel  Agent.  Or  reach  Crested  f^^ 
■  i  Butte  Vacations  at  1-800-544-8448.  For  flight  information, 
■■    -,  call  United  at  1-800-241-6522. 

Come  fly  the  airline  that's  uniting  the  world. 
^  Come  fly  the  friendly  skies. 


CRESTED  BUTTE 
UniTED  AIRLinES 


If  you  want  to  see  one  area  where  the  Japanese 
economy  is  still  vibrant,  check  out  the  videogames  your 
kids  and  grandkids  are  playing.  But  Japanese 
domination  of  the  business  is  by  no  means  assured. 

"That  is  where 
the  money  is" 


By  Gale  Eisenstodt 

IT'S  ALL  VERY  un- Japanese  at  Osaka- 
based  Capcom  Co.'s  software  devel- 
opment center.  Casually  dressed  pro- 
grammers and  designers  hunch  in 
front  of  computer  screens,  surround- 
ed by  mounds  of  stuffed  animals  and 
piles  of  comic  books.  The  average  age 
of  these  Japanese  workers  is  around 
24.  The  top  designer  is  25  and  earns 
around  $120,000  a  year.  Capcom's 
founder,  Kenzo  Tsujimoto,  and  his 
family  are  near  billionaires  from  their 
holdings  of  the  stock. 

Welcome  to  the  wild  world  of  vid- 
eogames, a  business  that  scarcely  ex- 
isted 15  years  ago,  but  today  the 
software  alone  is  worth  $7  billion 
worldwide.  Nintendo  Co.  and  Sega 
Enterprises  are,  of  course,  household 
names  in  the  U.S. — at  least  they  are  in 
any  household  where  kids  and  grand- 
kids  are  into  videogames.  And  Nin- 
tendo's Shigeru  Miyamoto  is  still  the 
world's  top  game  software  producer. 
His  brilliant  Super  Mario  Brothers 
series  has  sold  over  85  million  copies 
in  eight  versions  worldwide. 

Less  well  known  are  the  scores  of 
Japanese  upstart  producers  of  video- 
game software,  among  them  fast- 
growing  Capcom.  Its  latest  sensation- 
al hit — Street  Fighter  II,  originally 
created  for  the  arcade  market — was 
released  this  summer  for  Nintendo's 
16-bit  system.  Capcom  has  already 
shipped  over  1.5  million  copies  of 
Street  Fighter  II  to  the  U.S.,  and 
another  3.5  million  copies  to  Europe 
and  Japan.  Capcom  officials  predict 
the  nine-year-old  company's  reve- 
nues  for  the   fiscal   year  ending  in 


March  1993  will  hit  $570  million, 
60%  up  on  the  year  before.  Earnings 
will  increase  by  80%,  to  around  $44 
million. 

A  public  company  since  1990,  Cap- 
com's shares  recently  traded  at  $75. 
That  values  Capcom  at  $1.3  billion. 

Capcom  and  other  videogame  pro- 
grammers represent  a  sharp  break 
with  traditional  Japanese  ways  of  do- 
ing business.  At  the  soft\vare  houses, 
individual  ability'  is  prized.  In  their 
development  divisions,  many  of  the 
companies  have  abandoned  the  con- 
ventional Japanese  management 
practice  of  compensating  and  pro- 
moting employees  based  on  seniorit}', 
and  assuming  their  employees  will 
remain  with  them  for  a  lifetime. 
Headhunting  is  rife.  "We  reward  per- 
formance," says  Capcom  Director 
Akio  Sakai.  "If  someone  is  good,  we 
don't  care  if  they  have  a  high  school 
degree  or  a  doctorate." 

One  of  the  leading  figures  in  the 
business  isn't  even  Japanese.  Henk 
Rogers,  38,  who  has  lived  in  Japan  for 
16  years,  bought  the  worldwide  vid- 
eogame rights  for  Tetris,  a  puzzle 
game  originally  developed  in  the  So- 
viet Union. 

In  1988  Rogers  published  Tetris 
for  Nintendo's  8-bit  machine  and  one 
year  later  licensed  it  to  Nintendo  for 
use  on  the  Gamcboy  platform.  Over 
25  million  copies  of  Tetris  have  been 
sold  worldwide. 

Thus  fetris  migrated  from  Russia 
to  the  world  of  videogames  via  Japan. 
Videogames  freciucntly  transcend 
frontiers.  C^apcom  does  around  half 


Programmers  at 
Telenet  Japan 
Only  mavericks 
need  apply. 


its  business  overseas.  It's  much  the 
same  stor)^  at  Konami  Co.  ($465  mil- 
lion in  fiscal  1992  sales),  best  known 
for  its  Teenage  Mutant  Ninja  Turtles 
soft\vare,  and  Tecmo,  which  special- 
izes in  sports  games.  Tecmo's  Decem- 
ber offering  of  620,000  shares  was 
oversubscribed  by  15  times.  In  a 
down  market,  $117  million  (sales) 
Tecmo  is  valued  at  $256  million. 

Mavericks  flourish  in  the  video- 
game business  because  it  is  a  field  that 
requires  brains  and  a  willingness  to 
gamble  rather  than  big  capital. 

Koichi  Nakamura  developed  the 
program  for  the  popular  Dragon 
Quest  game  series  for  Nintendo  play- 
ers ancl  is  now,  at  28,  president  of 
Chun  Soft,  a  company  he  founded 
while  in  college.  He  explains  why 
ambitious  young  people  are  attracted 
to  the  business:  "Top  programmers 
go  to  the  videogame  business  because 
that  is  where  the  money  is."  The 
money  is  there  because  a  single  hit 
game  that  appeals  to  children  world- 
wide can  easily  generate  $100  million 
in  revenues. 

It's  a  business  of  big  risks  and  big 
rewards.  Nintendo  manufactures  the 
game  cartridges  for  the  software 
houses  and  charges  them  a  licensing 
fee  for  each  game  sold.  The  sofiware 
houses  shoulder  all  sales  expenses  and 
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BELOW: 

The  Tetris  game's 
Henk  Rogers 
Videogames  fre- 
quently transcend 
frontiers. 
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are  stuck  with  inventories  and  unam- 
ortized development  costs  if  their 
games  flop.  Tlie  latest  generation  of 
16-bit  games  often  takes  well  over  a 
year  to  develop,  with  as  many  as  40 
people  involved  in  planning,  pro- 
gramming, character  design  and  cre- 
ating the  soundtrack  that  goes  along 
with  the  game. 

Why  is  so  much  of  this  action  Japa- 
nese.^  "In  the  post-Atari  world,  all  the 
hardware  systems  have  emanated 
from  Japan,"  explains  Robert 
Holmes,  president  of  $215  million 
(sales)  Acclaim  Entertainment,  which 
in  1987  became  the  first  U.S.  compa- 
ny to  publish  games  for  Nintendo. 

Why  didn't  more  U.S.  computer 


game  developers  produce  \idco- 
gamcs  when  Nintendo  was  taking  oft" 
in  the  mid- Eighties?  Because  the 
Americans  feared  Nintendo  would 
flame  out  as  Atari  had  in  the  early 
Eighties.  But  by  the  time  they  realized 
that  Nintendo  had  staying  power, 
Japanese  outfits — with  Nintendo  anci 
Sega  leading  the  way — dominated  the 
business,  today  publishing  more  than 
50%  of  all  game  software. 

That  clominance  is  by  no  means 
secure.  A  few  U.S.  outfits  are  current- 
ly coming  on  strong.  A  prime  example 
is  $175  million  (sales)  Electronic  Arts 
of  San  Mateo,  Calif;  a  booming  busi- 
ness in  16-bit  games  pushed  sales  up 
by  68%  for  the  six  months  ended  in 
September.  Electronic  Arts  got  its 
break  when  Sega  entered  the  market. 
Nintendo  discouraged  Japanese  soft- 
ware houses  from  producing  for  Sega, 
so  Sega  courted  U.S.  companies  like 
Electronic  Arts  on  favorable  terms. 

Electronic  Arts  recently  teamed  up 
with  Japan's  JVC  to  open  a  sales  and 
game  development  office  in  Tokyo. 
Electronic  Arts  is  also  working  with 
Matsushita  and  Time  Warner  on  new, 
advanced  hardware  for  entertainment 
and  education. 

New  technology  is  creating  fiarther 
opportunities  for  U.S.  software  com- 
panies. Sega  recently  launched  a  com- 
pact disc  player  as  an  add-on  to  its  16- 
bit  system.  Compact  discs  can  store 
500  times  more  information  than  car- 
tridges can.  A  few  Japanese  firms, 
including  Tokyo-based  Telenet  Ja- 
pan, are  waging  their  future  on  soft- 
ware development  for  CDs. 

But  these  gadgets  will  require  soft- 
ware that  will  put  a  premium  on  the 
kind  of  programming  used  for  PC 
software  and  on  moviemaking  exper- 
tise. These  are  areas  in  which  the  U.S. 
is  strong  and  Japan  is  weak.  To 
counter  this  weakness,  Sega  has  set  up 
a  multimedia  studio  in  Redwood 
City,  Calif  Sony,  which  bought  Co- 
lumbia Pictures  in  1989,  is  also  mak- 
ing CD  games  in  the  U.S. 

The  multibillion-doUar  action  in 
this  quintessentially  late-20th-centu- 
ry  business  started  in  the  U.S.,  shift- 
ed to  Japan  when  Atari  collapsed 
and  is  now  up  for  grabs  again.  In 
the  meantime  it  is  beginning  to 
wrench  young  Japanese  away  from 
traditional  careers.  All  this  from 
games  kids  play.  ^M 
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UP  &  COMERS 


EDinO  BY  FUMING  MEEKS 


Harley  Westfall  preferred  football  to  business  until  he 
discovered  that  coaching  a  small  business  was  even 
more  of  a  challenge  than  coaching  a  gridiron  team. 

The  reluctant 
heir 


By  Rita  Koselka 

H.\RLEY  Westr\ll  was  coaching  high 
school  football  in  Denver  in  the  mid- 
Seventies.  It  \\'as  an  occupation  more 
to  his  taste  than  working  for  his  fa- 
ther's Adrian  Steel  Co.  His  dad,  Rob- 
ert Westfall,  wasn't  an  easy  man  to  get 


Adrian  Steel's  Harley  Westfall  with  his  dad 
The  gridiron  was  tlieir  training  ground. 


along  with — Harley's  older  brother 
Ike  would  soon  leave  the  company 
after  a  dispute  with  their  father. 

Harley  and  his  father,  however, 
shared  a  passion  for  football.  Bob 
Westfall,  who  founded  the  business  in 
1953,  was  a  well-known  University'  of 
Michigan  ftillback  who  played  four 
seasons  with  the  Detroit  Lions.  So 
Harley  listened  respectftilly  when  his 
father  asked  him  to  join  the  team.  Not 
without  trepidation,  he  finally  gave  in 
in  1976  and  came  to  work  for  Adrian 
Steel.  Once  there  Harley  quickly 
found  himself  entranced  by  the  prob- 
lems and  challenges  of  business. 

"If  you  make  a  mistake  coaching, 
maybe  you  lose  a  first  down,  ma)'be  a 
touchdown,"  says  Westfall,  a  former 
Colorado  State  University'  fijllback. 
"But  if  I  make  a  real  bonehead  deci- 
sion in  business,  there  are  a  lot  of 
people  who  depend  on  me  for  their 
livelihood  and  that  of  their  families.  It 
weighs  on  me." 

Adrian  Steel's  140  employees  have 
good  reason  to  be  glad  Harley  West- 
fall  gave  up  coaching  football  and 
decided  to  coach  business  instead. 
Since  1981,  when  Harley  finally  took 
charge  upon  his  father's  death, 
Adrian's  earnings  have  compounded 
at  14%  annually.  In  the  fiscal  year  that 
ended  last  Sept.  30,  Adrian  earned 
S2.1  million,  on  rexenues  of  S21  mil- 
lion. For  a  metal-bending  business, 
those  arc  really  fancy  margins. 

Based  in  Adrian,  Mich.,  the  compa- 
ny makes  and  installs  shelves,  drawers 
and  ladder  racks  in  commercial  vans. 
Its  customers  include  telephone  and 
power  companies,  and  delivery  firms 
like  Federal  Fxpress. 

Adrian  Steel,  which  got  its  start  as  a 


steel  distributor,  found  its  niche  in 
1961  when  Ford  Motor  Co.  intro- 
duced the  Econoline,  one  of  the  first 
American-built  vans  on  the  market. 
Soon  after,  the  elder  Westfall  started  a 
little  sideline  business  fabricating 
shelves  for  Econolines  operated  by 
Michigan's  Consumers  Power. 

In  the  late  Sixties  Westfall  con- 
vinced General  Motors  to  let  him  set 
up  an  installation  shop  right  outside 
its  Che\y  van  assembly  plant.  This 
allowed  Adrian  Steel  to  customize 
vans  for  its  customers,  and  then  ship 
the  vans  out  on  General  Motors'  de- 
liven'  trucks. 

When  the  senior  Westfall  died, 
Harley  Westfall  was  31  and  had 
worked  with  his  father  just  four  years, 
mainly  in  accounting  and  sales.  But 
Harley  had  been  a  quick  study.  Talk- 
ing to  customers  convinced  him  that 
Adrian  Steel  had  to  work  closelv  with 


A  rich  niche  in  metal  bending 
Netting  10%  aftertax  in  a  bad  year. 


all  the  automakers,  not  just  CM.  To 
this  end,  he  quickly  established  instal- 
lation operations  near  Ford's  and 
Chr\'sler's  van  assembly  plants.  He 
also  invested  heavily  in  upgrading 
Adrian's  manufacturing  equipment; 
cutting  assembly  time  as  well  as  re- 
ducing labor  costs. 

"Anybody  can  build  a  shelf  or  a 
drawer,"  says  Westfall.  "The  key  is  to 
have  a  quick  turnaround.  The  minute 
the  van  runs  oft" the  [  manufacturer's ] 
assembly  line,  the  customer  starts  pay- 
ing interest  charges." 

Adrian  Steel  hasn't  emerged  un- 
scathed from  the  recession  of  the  last 
nvo  years.  Fleet  managers  have  been 
delaying  purchases  and  cutting  costs. 
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To  make  things  even  rougher, 
Adrian's  competitors — notably  Mas- 
terack,  owned  by  Leggett  &  Piatt;  and 
Crown,  owned  by  tiie  Allen  Group — 
have  held  the  line  on  prices,  even  as 
costs  have  risen.  "From  football  I 
thought  I  knew  what  competition 
was,  but  I  had  no  real  idea  until  the 
last  few  years,"  says  Westfall.  "Ser- 
vice, where  we've  always  been  strong, 
doesn't  buy  you  a  cup  of  coffee  if  you 
can't  match  on  price."  Matching 
competitors'  prices  has  cost  Adrian 
Steel  some  profit;  that  10%  net  profit 
margin  of  fiscal  1992  was  a  come- 
down from  the  14%  of  1990. 

To  differentiate  Adrian  Steel  from 
its  competitors  in  a  tight  market, 
Westfall  has  recendy  begun  to  market 
standardized  work  vans  jointly  with 
GM.  Their  primary  prospects:  small 
customers  like  electricians  and 
plumbers,  who  might  operate  two  or 
three  trucks.  Introduced  in  late 
1991,  the  GM/Adrian  Steel  venture 
has  already  sold  3,600  vans,  or  10% 
of  the  35,000  vans  Adrian  outfitted 
last  year. 

Westfall  has  also  pushed  into  the 
aftermarket,  an  area  that  competitors 
Masterack  and  Crown  have  largely 
ignored.  Through  450  distributors 
nationwide,  Adrian  sells  shelving  and 
other  van  customization  products  to 
local  tradesmen,  who  then  install  the 
components.  This  part  of  the  busi- 
ness, which  now  constitutes  35%  of 
revenues,  has  been  growing  at  25% 
annually. 

If  Westfall  has  a  problem,  it  is  this: 
what  to  do  with  the  handsome  profits 
thrown  off  by  a  niche  business  like  his? 
The  company  has  no  debt  and  $13 
million — $70  a  share — in  cash  and 
marketable  securities. 

Be  certain  of  this:  Westfall  is  not 
going  to  rush  out  to  expand  or  ac- 
quire in  a  business  where  he  won't 
have  the  kirid  of  competitive  edge  that 
he  has  in  van  outfitting.  Nor  can 
anyone  force  him  to  do  so.  He  and  his 
family  own  51%  of  the  210,000  shares 
outstanding — recendy  quoted  in  the 
pink  sheets  at  110  a  share. 

He  says  he's  more  interested  in 
keeping  his  workers  employed  than 
he  is  in  the  size  of  the  company  or  the 
size  of  his  net  worth.  Rare  indeed  for  a 
midwestern  metal  bender,  Adrian  has 
never  cut  an  employee  from  the 
payroll.  WM 


Meet  Steven  Harris:  videogame  fanatic,  high  school 
dropout,  publishing  magnate  on  the  make. 

The  player 


By  Christopher  Palmeri 

Steven  Harris'  parents  can  claim  a 
fair  share  of  the  credit  for  his  success. 
"1  wanted  my  son  to  play  football  and 
baseball,  not  videogames  all  day," 
says  Marie  Harris.  But  she  allowed  her 
boy  to  spend  hours  a  day  playing 
videogames  when  he  was  in  his  early 
teens.  Nor  did  she  object  when,  at  15, 
he  was  publishing  a  videogame  news- 
letter, featuring  reviews,  game-play- 
ing tips  and  high  scores,  and  flying  to 
trade  shows  and  tournaments  to  hawk 
it  for  $2  apiece. 

Reluctantly,  she  even  gave  in  when 
Steve  dropped  out  of  high  school  in 
1984  and  moved  from  Kansas  City  to 
Ottumwa,  Iowa  to  take  a  job  manag- 
ing a  video  arcade.  While  living  in  a 
room  behind  the  arcade,  the  young- 
ster racked  up  high  scores  on  Congo 
Bongo  and  Popeye,  landing  him  in 
the  Guinness  Book  of  World  Records. 


This  after  having  earned  the  dubious 
distinction  of  playing  Joust,  a  game 
featuring  two  combatants  riding  os- 
triches, for  63  hours  straight.  Poor 
Mrs.  Harris. 

But  not  poor  Steven  Harris.  His 
passion  for  videogames  had  a  merce- 
nary side.  "1  was  always  asking  myself, 
'How  can  I  get  rich  doing  this?'  "  he 
recalls.  And  now  he  is  getting  rich 
indeed.  Still  only  26,  Harris  is  the  sole 
owner  of  Lombard,  111. -based  Sendai 
Publishing  Group,  Inc.,  publisher  of 
four  monthly  videogame  magazines. 

With  an  audited  circulation  of 
152,000,  his  flagship  book,  Electronic 
Gaming  Monthly,  is  one  of  the  top 
publications  covering  the  $4.5  billion 
videogame  industry.  A  recent  292- 
page  issue  carried  168  ad  pages,  not 
including  2  advertising  supplements 
sponsored  by  gamemakers  Electronic 


Sendai  Publishing's  Steve  Hams 
Not  just  another  videogame  wonk. 
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A  selection  from 
Sendai's  stable 
of  magazines 
Core  audience: 
boys,  ages  11 
through  17. 
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Arts  and  Sega.  For  the  year  just 
ended,  Harris  says  he  took  in  $1 3 
million — about  half  from  ads,  half 
from  circulation.  The  company,  he 
says,  should  earn  $2  million  pretax. 

Not  long  after  moving  into  the 
arcade,  Harris  took  over  running 
something  called  the  U.S.  National 
Video  Game  Team — basically  a  group 
of  wonks  like  himself — which  gave 
demonstrations  of  new  games  at  malls 
and  trade  shows  around  the  country. 
From  there,  he  teamed  up  with  an- 
other videogame  fanatic,  Californian 
Jeffrey  Peters,  to  put  on  a  national 
tournament,  which  drew  15,000  con- 
testants and  took  in  $15,000. 

With  about  $10,000  saved  up  from 
their  various  endeavors,  Harris  and 
Peters  started  a  magazine,  called  Elec- 
tronic Game  Player,  in  November 
1987.  The  50-page  issue  carried  just 
three  ad  pages  and  sold  less  than 
10,000  copies,  mainly  at  a  trade  show 
and  through  a  handful  of  retail  shops. 

To  make  money  on  the  magazine, 
the  young  partners  needed  broader 
distribution.  But  traditional  maga- 
zine distributors  had  been  burned 
earlier  by  the  Atari  disaster — when 
the  videogame  maker  crashed  in 
1985,  it  took  some  ten  Atari  fan 
magazines  with  it.  Stymied  by  the 
distributors,  Harris  shut  the  maga- 
zine in  mid- 1988,  after  four  issues. 

One  month  later  Harris  got  a  call 
from  Harvey  Wasserman,  an  entre- 
preneur who  ran  a  small  distributor  of 
niche  magazines,  like  Folk  Art  Trea- 
sures and  Brides  Today,  in  suburban 
Chicago.  Wasserman  knew  that  vid- 
eogames were  hot,  and  he  wanted  a 
piece  of  that  niche  as  well. 

Wasserman       advanced       Harris 


$70,000  to  print  die 
first  165,000  copies  of  a  new 
magazine,  Electronic  Gaming  Month- 
ly. In  exchange  he  got  a  contract  to 
distribute  anything  Harris  developed. 
The  first  issue,  priced  at  $3 .95,  sold  an 
encouraging  47,000  copies  at  news- 
stands and  another  60,000  in  a  one- 
shot  deal  with  Kay- Bee  toy  stores. 
One  year  and  eight  issues  later,  sales 
were  up  to  64,000,  and  losses  had 
risen  to  $250,000.  But  Wasserman, 
impressed  by  Harris'  enthusiasm  and 
knowledge  of  the  videogame  indus- 
try, decided  to  hang  in. 

By  late  1989  the  magazine  turned 
profitable.  To  further  expand  circula- 
tion, Wasserman  brought  in  Time 
Warner's  Warner  Publisher  Services, 
which  brought  Electronic  Gamin£i  to 
50,000  supermarkets  and  drugstores. 
This  helped  Wasserman  as  well  as 
Harris,  because  the  former  received 
an  override  on  whatever  copies 
Warner  sold.  Meanwhile,  Harris  hired 
an  aggressive  advertising  director 
away  from  a  rival  publication.  To- 
gether they  developed  new  maga- 
zines, like  Me£ia  Play  and  Super  NES 
(with  about  60,000  each  in  circula- 
tion), for  users  of  specific  game  for- 
mats, like  Sega  and  Nintendo. 

What  of  former  partner  Peters?  He 
claims  Harris  stuck  him  with  $50,000 
in  debts,  which  he  had  personally 
guaranteed.  "I've  yet  to  see  any  docu- 
mentation," shoots  back  Harris.  'T 
don't  believe  I  owe  him  anything." 

These  days  Harris'  Sendai  Publish- 
ing has  a  scruffy- looking  editorial  staff 
of  20,  most  of  them  videogame  junk- 
ies in  their  20s,  who  cover  the  130  or 
so  companies  that  produce  video- 
games.  The   fruits  of  their  labors: 


splashy- looking  features  on  hot  new 
games,  with  game-playing  tips  and 
strategies;  industry  scuttlebutt;  and 
candid  reviews  of  about  20  new 
games  each  month.  Wrote  Harris 
himself  of  the  videogame  version  of 
the  Batman  Returns  movie:  "Kill  a 
bad  guy  and  another  appears.  Yawn." 

Harris  enjoys  the  material  trap- 
pings of  his  success.  A  Lamborghini 
Countach,  an  Acuta  NSX  and  a  Mi- 
tsubishi 3000GT  VR-4  now  line  the 
driveway  of  his  modest  suburban 
home;  a  $58,000  Dodge  Viper  is  on 
order.  Former  Sendai  editor  David 
White  charges  that  money  has 
changed  Harris.  "Steve's  favorite 
movie  is  Wall  Street,^''  says  White. 
"He  doesn't  love  videogames  any- 
more. He  loves  money  and  power." 

Perhaps.  But  Harris  knows  his  fu- 
ture depends  on  his  abilit}'  to  keep  his 
core  audience — 11 -to- 17-year-old 
boys — entranced  by  his  publications, 
and  so  is  expanding  them  to  cover 
other  areas.  Electronic  Gaminjj  now 
features  a  lifestyles  section  with  infor- 
mation on  movies,  toys,  sneakers, 
sports,  comics  and  television  shows. 
"Your  average  1 5-year-old  has  a  lot  of 
interests — cars,  comics,  whatever — • 
that  aren't  being  satisfied  by  televi- 
sion shows,"  Harris  says.  Next  sum- 
mer he  plans  to  launch  a  new  maga- 
zine with  information  and  pricing 
guides  for  collectors  of  comic  books. 

How  is  Harris  raising  his  own  son, 
3 -year-old  Steven  Jr.?  With  less  toler- 
ance for  videogames  than  his  parents 
afforded  him.  Harris  limits  his  son's 
game-playing  to  a  half  hour  each  day. 
"You  can't  just  let  them  play  all  they 
want,"  explains  Harris  in  all  sincerity. 
"They'd  go  crazy."  ^ 
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Just  don't  expect  it  to  roar. 


These  days,  organizations  are  seeking 
to  become  swifter  and  more  ferocious. 

But  superficial  changes  are  unlikely 
to  produce  results.  Especially  when  in- 
formation technology  is  part  of  the  plan. 

Which  is  why  Andersen  Consulting 

©  1993  Andersen  Consulting.  All  rights  reserved. 


helps  companies  link  technology  to  the 
heart  of  their  business.  Their  strategies, 
business  processes  and  human  resources. 

Because  today,  winning  often  means 
transforming  the  organization.  Not  just 
hopping  on  a  technological  bandwagon. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


How  long  does  a  car  stay  new?  For  the  creators  of  the  Infiniti  JSO",  it  isn't 


simply  a  question  of  time,  but  rather  a  matter  of  style,  engineering,  and  dare  we 

say,  emotion.  { It's  definitely  not  a  car  that 
years  from  now  you'll  say,  "What  was 

1   LiliriJKiri2.         J   The  J30  echoes  the  good  design  thinking  of  the  past. 


At  the  same  time,  it  gives  us  a  glimpse  of  what  will  be.  In  terms  of  luxury. 


performance,  even  responsibility.  Qualities  which  keep  the  great  cars  on  the 


road.  And  in  our  hearts. 


INFINITI 


©  1992  Infimti  Division  of  Nissan  Motor  Corporation  m  U.S.A. 


J30t 


'm^ii:^:^im&mtm 


PICTURE  PERFECT? 


m  -^ 


-^  ''.-i^ 


^.^^•i» 


HELMSLEY 


"l\i(";iiT\\ni:iu .^oi  \\  wr'io  m.  I\  \i:u  V)i\In" 


^f 


■"■KT  .-,  "5.  ^^  I-"-'  '* 


'■*,--.,4 


^,  SO()-221-m^.  ll.-lm>lr\ll..lflsli|^fl\^ 


Tr^mrwin^rmrr' 


TrffliP^HSff' 


Dogmatic  environmentalism,  like  fascism,  communism 
and  eugenics,  appeals  to  the  frustrated  egotism  of 
intellectuals  who  burn  to  tell  lesser  people  how  to  live. 

Revelations  for 
tiie  anointed 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


The  20th  century  has  been  the  cen- 
tury of  the  intellectual — and  nowhere 
more  so  than  in  politics. 

The  two  leading  totalitarian  re- 
gimes of  this  century,  Nazi  Germany 
and  the  Soviet  Union,  were  created  by 
writers  and  talkers:  Adolf  Hider  and 
V.I.  Lenin.  Hitler's  Mein  Kampf,  and 
Lenin's  Imperialism  and  other  writ- 
ings, were  what  put  them  on  the  map. 
The  quality  of  their  writings,  in  terms 
of  logic  or  evidence,  may  have  been 
shabby  beyond  belief  But  these  were 
masterpieces  of  propaganda. 

Lenin's  tracts  rescued  Marxism 
from  the  utter  failures  of  its  predic- 
tions and  provided  a  whole  new  world 
vision,  in  which  his  political  enemies 
were  cast  a5  international  arch-vil- 
lains, and  Lenin's  own  followers  as 
heroic  agents  of  destiny. 

Marxist- Leninist  tracts  like  Imperi- 
alism gave  comprehensive,  dramatic 
and  bitter  explanations  of  the  world's 
ills  and  discontents.  Any  sophomore 
could  find  in  them  the  master  keys  to 
history,  without  the  drudgery  of  hav- 
ing to  know  the  facts  or  cope  with  the 
complexities  of  reality. 

Hitler  likewise  created  his  own  uni- 
verse of  the  mind,  peopled  by  whole 


races  assigned  their  disparate  roles  in 
the  grand  scheme  of  history,  and 
made  titans  or  devils  according  to  one 
man's  imagination.  Drivel.^  Yes.  Pow- 
erfiilly  effective?  Also  yes. 

Some  might  say  that  these  were 
pseudo-intellectuals  or  even  anti-in- 
tellectuals, in  terms  of  the  quality  of 
their  reasoning  or  their  use  of  evi- 
dence. But  being  an  intellectual  is  an 
occupation,  and  the  quality  of  their 
work  does  not  change  their  occupa- 
tion. A  bad  surgeon  is  still  a  sur- 
geon— a  deadly  menace  to  the  unsus- 
pecting, but  a  surgeon  nonetheless. 

Being  intellectuals  was  not  an  inci- 
dental part  of  the  political  careers  of 
20th  century  dictators  like  Lenin, 
Hitier  or  Mao.  Their  writings  and 
sayings  were  the  key  instruments  of 
their  rise  to  power,  just  as  military 
prowess  was  the  key  to  Napoleon's. 
Moreover,  their  appeal  was  not  just  to 
tRe  gullible  masses,  but  to  other  intel- 
lectuals, including  scholars,  literary 
giants  and  others  with  impeccable 
credentials  in  the  world  of  ideas. 

If  totalitarianism  was  the  ugly  beast 
of  20th  century  politics,  its  beauty  was 
admired  by  the  likes  of  George  Ber- 
nard Shaw  and  Thorstein  Veblen,  and 
its  apologists  ranged  from  Pulitzer 
Prize -winning  journalist  Walter  Dur- 
ant\'  of  the  New  York  Times  to  whole 
armies  of  fellow- travelers  in  the  media 
and  academic  world  of  their  time. 

The  pilgrimages  of  intellectuals  to 
the  lands  of  the  dictators — to  Stalinist 
Russia,  Maoist  China  or  Castro's 
Cuba — have  been  among  the  amaz- 
ing stories  of  this  century,  as  eminent 
scholars  and  literary  figures  have 
come  back  to  gush  over  the  "pro- 
gress" of  tyrannies  whose  own  people 
were  making  desperate  escapes  when- 
ever they  could. 


In  short,  totalitarianism  has  been 
an  intellectual  phenomenon.  It  ap- 
pealed to  the  same  susceptibilities  of 
intellectuals  as  other  crusades  that 
have  seized  the  imagination  of  the 
educated  and  the  articulate — so- 
called  "thinking  people" — such  as 
the  eugenics  movement  in  the  early 
part  of  the  centur)'  and,  later,  apoca- 
lyptic environmentalism  demanding 
Draconian  regulations. 

What  all  these  movements  have  in 
common  is  a  sense  of  a  revelation 
grasped  only  by  the  anointed,  but  a 
revelation  that  needs  to  be  imposed 
on  the  benighted  masses  for  their  own 
good.  Could  anything  be  more  of  an 
ego  trip,  or  more  in  keeping  with 
intellectuals'  exalted  view  of  them- 
selves, or  their  resentment  at  seeing 
wealth  and  power  in  the  hands  of 
lesser  beings? 

Nothing  as  mundane  as  mere  evi- 
dence can  be  allowed  to  threaten  a 
vision  so  deeply  satisfying.  People 
who  escaped  from  totalitarian  para- 
dises, and  who  told  tales  of  the  hor- 
rors there,  were  dismissed  as  political 
enemies  spreading  lies. 

Where  the  facts  were  too  blatant  to 
deny,  the  explanation  was  that  these 
were  "growing  pains"  of  a  new  soci- 
ety or  "local  excesses,"  and  we  were 
reminded  that  "you  can't  make  an 
omelette  without  breaking  eggs." 
The  fatal  talent  of  the  intelligentsia  is 
facility  with  words — and  a  blindness 
to  the  fact  that  reality  is  not  nearly  so 
malleable  as  language. 

Only  after  the  official  archives  were 
opened  in  the  last  days  of  the  Soviet 
Union  did  the  unthinkable  horrors  of 
an  evil  empire  become  undeniable. 
Yes,  there  was  a  deliberately  engi- 
neered famine  in  the  Ukraine  under 
Stalin — and  its  victims  exceeded  even 
the  horrifying  estimates  in  Robert 
Conquest's  classic  study  of  the  sub- 
ject. Yes,  the  Soviets  carried  out  a 
mass  murder  of  Polish  military  offi- 
cers and — we  learned  more  recent- 
ly— the  execution  of  American  pris- 
oners from  as  far  back  as  World  War 
II,  when  we  were  supposedly  "allies." 

The  past  is  irrevocable,  but  many  of 
the  factors  behind  its  tragedies  are  still 
at  work  in  the  present,  and  are  a  danger 
to  the  future.  The  issues  change — 
eugenics  is  not  environmentalism — 
but  the  dogmatism  and  the  ego  behind 
the  dogmatism  are  the  same.  ^ 
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Restaurants  trading  at  155  times  earnings,  hot  funds  buying  overpriced 
new  issues,  brokers  propping  up  underwritings  with  outlandish 
forecasts.  Anyone  recall  what  happens  when  a  go-go  market  ends? 

Danger  zone 


By  Gretchen  Morgenson  with  Steven  Ramos 

Generalizations  ARE  dangerous,  and  no  gener- 
alization is  currently  more  dangerous  than  the 
concept  that  all  small-cap  stocks  are  underpriced 
relative  to  the  stock  market.  Right  now,  a  substan- 
tial portion  of  the  small-cap  segment  is  ridiculously 
overpriced  and  riding  for  a  fall. 

Two  years  of  big  gains  in  small-company  stocks 
have  followed  eight  lean  years  in  which  small  stocks 
lagged  big  ones.  Seeing  the  action  and  listening  to 
predictions  that  the  Clinton  years  will  be  good  to 
small  companies,  investors  have  poured  billions  of 
dollars  into  o-t-c  issues  and  into  fiinds  specializing 
in  them.  As  of  Dec.  29,  the  National  Association  of 
Securities  Dealers  Automated  Quotations  index  was  trad- 
ing at  an  alltime  high,  up  14%  from  the  start  of  the  year,  to  a 
mere  5%  rise  for  the  big-company  Standard  &  Poor's  500. 
The  average  price/earnings  ratio  on  Nasdaq  is  35,  versus 
24  for  the  s&p  500. 

In  investing,  sweeping  generalizations  are  particularly 
dangerous  when  they  tempt  people  to  ignore  hmdamental 
measures  of  value  in  individual  stocks.  Not  all  small-cap 
stocks  currently  are  undervalued.  The  overheating  is 
concentrated  in  initial  public  offerings  and  certain  kinds  of 
companies  that  resemble  big  winners  of  the  past.  Fallacy: 
This  company  looks  like  Home  Depot,  so  it  must  be 
another  Home  Depot. 

Concept  stocks.  Stocks  with  a  story.  Their  prices  fre- 
quendy  soar  out  of  all  relation  to  any  measure  of  value. 

EZCorp,  an  operator  of  pawn  shops,  came  public  in 
1991  at  9%,  put  out  a  secondary  offering  last  spring  at 
16%,  and  now  trades  at  23^2.  That's  71  times  earnings  and 
4  times  revenues.  Concept?  EZCorp  buys  up  mom-and- 
pop  pawn  shops,  then  runs  them  more  efficiently.  So 
earnings  are  supposed  to  more  than  double  in  fiscal  1993. 

Even  sillier  is  Aerial  Assault,  a  sneaker  company  with 
only  six  employees  and  virtually  no  operating  record.  But 
that  didn't  stop  its  $10  units  from  jumping  seven  points 
the  same  day  it  hit  the  public  market  in  December.  That 
gave  Aerial  Assault  a  market  capitalization  of  $19  million. 
Another  Nike.>  Don't  bet  on  it. 

Who's  paying  these  prices?  Individuals,  and  fimds 
bought  primarily  by  individuals — there  aren't  a  lot  of 
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biUion-doUar  pension  fiinds  that  would  bother 
with  really  small  companies.  But  once  you  get 
thousands  of  investors  piling  into  small-cap  growth 
ftmds,  a  torrent  of  money  tries  to  get  through  some 
rather  small  holes.  The  pressure  builds,  prices  rise. 
In  the  seven  weeks  immediately  following  the 
presidential  election,  $2.9  billion  flooded  into 
small-cap  funds  (see  chart  below).  Small-cap  de- 
scribes a  big  territor)',  with  several  thousand  com- 
panies. The  trouble  is  a  good  part  of  the  buying 
pressure  is  directed  narrowly,  often  into  initial 
public  offerings. 

Wall  Street  unloaded  on  the  public  more  than 
$20  billion  of  newly  public  companies  in  1992,  a  34% 
increase  over  1991.  Michael  Long  of  Rockbridge  Partners, 
a  fund  manager  in  Charlotte,  N.C.,  shakes  his  head  in 
wonder:  "One  Friday  in  December,  there  were  16  equit}' 
deals  on  the  calendar.  Two  years  ago  some  underwriters 
wouldn't  do  equity  offerings  on  Friday  because  buyers  had 
their  minds  on  other  things." 

Egging  the  public  on  is  a  chorus  of  financial  consultants 
who  generalize  that  since  stocks  have  historically  beaten 
bonds  over  long  periods  of  time,  they  are  the  only  smart 
investment  for  someone  buying  now  for  the  long  haul.  In  a 

A  mountain  of  money  in  small-cap  funds 


Weekly  net  sales  of 
emerging  growth  funds 
($mJIIJons) 


refinement  on  this  generalization,  the  bulls  say  that  small 
stocks  have  beaten  large  stocks  over  long  periods,  so  small 
stocks  are  an  especially  smart  investment. 

Note  that  in  this  line  of  reasoning  there  is  scant  attention 
to  how  the  current  prices  of  small  companies  relate  to  their 
earnings  or  their  liquidating  value.  Presumably,  if  the 
Nasdaq  index  were  to  shoot  from  its  recent  669  to  1669, 
the  case  for  buying  over-the-counter  stocks  would  be  ail 
the  greater,  since  the  historical  record  would  be  all  the 
more  impressive. 

All  this  has  helped  create  a  hothouse  atmosphere  for 
initial  public  offerings  of  small  companies,  and  Wall  Street 
is  reaping  a  rich  harvest  from  the  heat.  Brokerage  firms 
raked  in  $1 .3  billion  last  year  in  fees  for  underwriting  initial 
public  offerings,  according  to  Securities  Data  Co. 

Hot  ftind  managers  also  like  a  market  like  this  one.  Their 
fees  are  a  percentage  of  the  assets  they  manage,  and  the 
assets  they  manage  are  a  fijnction  of  their  recent  results. 
What  better  way  to  deliver  performance  than  to  buy  a  hot 
new  issue,  destined  to  climb  in  the  aftermarket?  Thus  does 
a  sort  of  symbiosis  arise  between  underwriters  and  manag- 
ers of  some  small-company  ftinds.  So  long  as  money  keeps 
coming  into  the  ftinds,  they  can  buy  more  of  the  hot  stocks 
they  already  own,  driving  prices  still  higher.  The  result  is  a 
daisy  chain  of  high  stakes,  reminiscent  of  the  excesses  of 
the  junk  bond  market  at  its  peak  in  the  late  1980s. 

Were  you  one  of  the  lucky  owners  of  NetWorth  Inc.,  a 


Some  of  these 
sales  are  a  result 
of  dividend 
distributions, 
but  most  come 
from  investors 
pouring  their 
money,  and  hearts, 
into  small 
company  stock 
funds. 
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manufacturer  of  computer  networking  systems  and  soft- 
ware that  came  public  at  16  in  late  November  only  to  run 
to  a  recent  35¥4,  or  85  times  trailing  earnings  and  6  times 
sales?  Or  did  you  get  in  on  the  Clinicorp  offering  last 
January?  First  priced  at  6^/2,  shares  in  this  operator  of 
chiroprjictic  clinics  jumped  to  21%  at  year-end.  At  that 
price,  Clinicorp,  which  has  lost  money  since  it  was  incor- 
porated in  1991,  is  trading  at  23  times  revenues  and  31 
times  tangible  book  value. 

Probably  you  missed  these.  But  you  don't  want  to  miss 
the  next  NetWorth,  so  you  grab  the  first  thing  that  comes 
along  that  remotely  resembles  it.  Or  you  mail  your  check 
to  a  fijnd  manager  who  specializes  in  ferreting  out 
NetWorths.  He  may  well  put  your  money  to  work  in  that 
very  overheated  part  of  the  small -cap  market. 

Some  sectors  have  gone  completely  out  of  touch  with 
reality.  Restaurant  stocks,  for  example  (see  table,  p.  69  top). 
At  36V4,  Lone  Star  Steakliouse  &  Saloon  trades  at  165 
times  trailing  earnings;  Starbucks,  a  gourmet  coffee  and 
espresso  shop,  trades  at  35,  or  103  times  earnings.  Sure, 
these  are  growing,  for  now.  Lone  Star  is  supposed  to  earn 
35  cents  a  share  in  fiscal  1992,  which  would  bring  its 
multiple  down  from  the  ludicrous  to  the  merely  high.  But 
it  is  in  the  nature  of  theme  restaurants  to  go  hot  and  then 
go  cold.  "Even  if  they're  well  managed,  people  eventually 
get  tired  of  what  they're  offering  and  move  on,"  says 
David  Eidelman,  a  money  manager  at  Eidelman,  Finger  & 
Co.  in  St.  Louis.  Remember  Pastabilities,  Flakey  Jake's  and 
Po  Folks?  Shares  in  these  once-hot  restaurant  concepts  from 
the  1980s  are  now  worthless. 

Wall  Street's  recent  enthusiasm  for  restaurant  stocks 
troubles  Eidelman  for  what  it  says  about  the  whole  new 
issues  market.  Restaurants,  he  says,  cannot  be  brought 
public  until  investors  have  already  digested  more  plausible 
offerings,  such  as  technology  companies.  The  eateries 
surface  late  in  a  new  issues  boom  and  thus  are  a  sign  that  the 
end  is  near,  he  says.  To  mix  a  metaphor,  those  who  come  in 
just  before  the  music  stops  inevitably  go  to  the  cleaners. 

Consciously  or  unconsciously  many  underwriters  play  a 
role  in  creating  these  unreal  prices.  Brokers  like  Montgom- 
ery Securities,  Alex.  Brown  &  Sons,  Hambrecht  &  Quist, 
Dain  Bosworth,  PaineWebber  and  Piper,  Jaffray  work  to 
keep  their  new  stocks  high  for  months  after  they  come 
public.  Fair  enough:  They  owe  it  both  to  buyers  and 
sellers.  But  this  can  lead  to  a  tidy  little  private  game  in 
which  managers  of  go-go  small-cap  ftmds  get  privileged 
allotments  of  hot  new  issues  and,  in  return,  refrain  from 
selling  as  prices  climb.  Loyal  buyers  and  keepers  of  new 
issues  include  Fidelity's  small-stock  ftmds  and  managers  of 
the  Montgomery  Small- Cap  Fund,  the  Oberweis  Emerg- 
ing Growth  Fund  and  the  Pacific  Horizon  Aggressive 
Growth  Fund. 

Underwriters  argue  that  their  attempts  at  stock  levita- 
tion  are  simply  a  matter  of  trying  to  outwit  buyers 
interested  in  a  quick  buck.  "It's  a  mechanical  deterrent  to 
quick  flipping  practices,"  says  Richard  Smith,  syndicate 
manager  at  Montgomery  Securities  in  San  Francisco. 
"There  is  a  desire  on  the  part  of  all  managers  to  find  out 
who  are  the  buyers  and  who  are  the  liars,  in  effect." 

But  this  issue  of  deterrents  and  serious  investors  is 
circular  reasoning.  First  of  all,  if  investors  had  not  been 
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Small-cap  stocks 


Rich,  racy  and  riding  for  a  fall? 

Company/business 

Dn^A   niifinAn   rwi 

Market 
value 

recent 

T  1  llfC 

52-week 

earnings 

— rrice  aiviaeu  oy — 
sales 

book 

high 

low 

value 

($mil) 

Aphton/R&D  health  care  prods 

18^/2 

25% 

81/4 

NM 

NM 

52.6 

$196 

Ballard  Medical  Prods/disposable  medical  prods 

28^/8 

351/4 

18% 

43.9 

11.7 

12.6 

544 

Catalina  Marketing/supermarket  coupons 

37y4 

391/4 

241/4 

<     50.3 

5.7 

14.8 

349 

Checkers  Drive-in  Restaurants/restaurants 

201/2 

26 

8% 

43.6 

8.1 

8.2 

619 

CIS  Technologies/health  care  svcs 

7% 

7% 

4 

60.4 

6.9 

8.9 

31.0 

193 
48 

Clinicorp/chiropractic  clinics 

21% 

241/2 

71/8 

NM 

23.0 

Danek  Group/spinal  implants 

A3Va 

44% 

211/2 

68.7 

11.5 

15.7 

751 

Education  Alternatives/educational  consulting 

2VA 

211/2 

51/4 

NM 

11.4 

24.9 

86 

Electronic  Arts/entertainment  software 

AOVa 

401/8 

18% 

43.6 

4.4 

11.3 

903 

Empi/electrotherapeutic  equip 

37y4 

38% 

I61/2 

45.4 

5.3 

6.4 

149 

Fastenal/building  materials 

20% 

211/2 

14 

48.3 

5.2 

10.9 

394 

GB  Foods/restaurants 

141/4 

15% 

21/8 

NM 

5.6 

19.8 

56 

Gendex/medical  prods 

471/8 

471/8 

16 

53.6 

8.3 

8.3 

471 

Hunter  Environmental  Svcs/hazardous  waste  svcs 

51/2 

51/2 

IVs 

NM 

NM 

10.4 

97 

Inforum/hospital  svcs 

211/4 

23% 

101/2 

51.8 

12.0 

5.3 

110 
100 

Learning  Co/educational  software 

171/2 

201/2 

81/4 

48.6 

4.7 

5.0 

Mitek  Surgical  Products/surgical  implants 

32 

451/4' 

18 

60.4 

11.2 

6.5 

134 

NetWorth/computer  network  equip 

35% 

391/2 

281/2 

85.1 

5.9 

12.7 

120 

Outback  Steakhouse/restaurants 

281/2 

30% 

121/2 

62.0 

7.3 

11.8 

717 

Platinum  Technology/educational  software 

191/2 

251/4 

111/4 

51.3 

8.4 

6.9 

368 

Respironics/medical  prods 

291/2 

291/2 

12% 

43.4 

4.4 

7.2 

238 

Summit  Technology/medical  lasers 

291/2 

381/2 

211/4 

118.0 

15.7 

14.3 

440 

Theragenics/cancer  treatment  prods 

5% 

7% 

3% 

71.9 

14.2 

8.4 

61 

Wellfleet  Communications/computer  network  equip 

72% 

761/4 

24 

77.0 

10.5 

12.9 

1.069 

Zoll  Medical/heart  resuscitation  equip 

NM;  Not  meaningful. 

24% 

261/4 

101/2 

75.0 

6.7 

7.9 

143 

Source:  Media  General  via  Lotus  One  Source. 

These  25  companies  trade  for  at  least  40  times  tlieir  earnings,  4  times  their  sales  and  5  times  their  book  values. 

They  are,  by  any  measure,  overvalued.  In  other  words, 

they're  the  kinds  of  stocks  investors  adore  right  now.  Stay  away  from  them. 


trained  to  expect  new  issues'  shares  to  jump  immediately, 
flippers  would  not  be  a  problem.  And,  more  to  the  point,  if 
an  undenvriting  were  priced  properly  and  the  company 
had  good  prospects,  why  should  the  syndicate  group 
worr^'  about  the  effects  of  some  immediate  selling? 

tunds,  to  be  sure,  played  a  role  in  earlier  stock- buying 
manias  and  subsequent  crashes.  But  their  role  is  considera- 
bly larger  today.  Take  the  case  of  National  Student 
Marketing  Corp.,  that  classic  go-go  stock  that  went  public 
at  6  in  1968,  hit  140  in  December  1969  and  crashed  to  3^2 
the  next  July.  As  recounted  in  John  Brooks'  The  Go-Go 
Tears,  the  most  conspicuous  participants  in  that  fiasco 
were  bank  trust  departments,  corporate  pension  funds  and 
Ivy  League  endowments.  Today  the  explosively  growing 
fund  industiy  holds  center  stage.  Assets  held  in  small-cap 
mutual  funds  total  nearly  $28  billion  today;  that's  more 
than  half  of  all  money  invested  in  mutual  funds  in  1970. 

Some  of  the  games  underwriters  play: 

Punishing  flippers.  In  an  attempt  to  curtail  selling 
pressure,  underwriters  will  take  back  a  stockbroker's  un- 
derwriting commission  if  stock  allotted  to  his  customers  is 
sold  immediately  after  an  offering.  Stocks  trading  with 


these  penalties  carr\'  a  "P"  next  to  their  symbols  on  a 
broker's  cjuote  machine. 

Example:  Santa  Fe  Knerg)'  Trust,  a  new  NYSE  issue 
undenvritten  at  $20  a  share  in  mid-November  by  Lehman 
Brothers,  Kidder,  Peabody  and  PaineWebber,  carried  a  P 
for  almost  an  entire  month.  While  the  restriction  was  in 
place,  Santa  Fe  traded  near  20;  in  mid- December  the  P 
disappeared  and  the  stock  fell  the  same  day  to  I8V2.  It  has 
recently  traded  below  18. 

Underwriters  have  been  known  to  employ  the  practice 
for  weeks  and  months  if  the  aftermarket  isn't  hot  enough 
for  their  tastes. 

Enjjinecj-injf  an  oversubscription.  Many  new  issues  arc 
small  in  size — usually  under  5  million  shares.  Yet  the 
undci-writing  syndicates  put  on  huge  road  shows  to  drum  up 
investor  interest  in  the  stocks  before  they  start  trading.  This 
creates  an  overabundance  of  demand.  CMieesecake  Factor^' 
and  Starbucks  are  examples  of  issues  that  brokers  estimate 
had  as  much  as  50  times  as  many  buy  orders  as  the  2.3 
million  and  2.1  million  shares  that  were  available. 

Sometimes  firms  will  increase  the  size  of  the  offering  in 
the  face  of  such  demand.  But  what  often  happens  today  is 
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Restaurant  madness 

Company/business 

recent 

Price- 

Latest  12  months- 
sales 
(Smil) 

Market 

value 

(Smil) 

offer 

EPS 

P/E 

Fresh  Choice/soup  &  salad 

Krystal/hamburgers 

Lone  Star  Steakhouse  &  Saloon/steaks  & 

Longhorn  Steaks/steaks 

ribs 

23y2 

25% 

sevA 

23% 

13 
12 

13'/2 

16 

$0.36 
0.87 
0.22 
0.50 

$33 

224 

23 

46 

65 
30 

165 
47 

$107 
191 
501 
123 

On  the  Border/Tex- M  ex 
Starbucks/gourmet  coffee 
Taco  Cabana/Tex- Mex 

7% 
35 

18^/2 

8y2 
17 

I3y2 

0.05 
0.34 
0.56 

25 
101 

49 

158 

103 

33 

25 
499 
129 

Sources:  Securities  Data  Co.;  Media  General  via 

Lotus  One  Source;  company  reports;  Forbes. 

Trendy  eateries 
tend  to  come 
public  very  late 
in  the  new  issues 
cycle.  Pertiaps 
you  recall  the 
offerings  of 
1983-84? 
It's  deja  food 
all  over  again. 


this:  Underwriters  will  promise  an  allotment  of  a 
hot  issue  to  their  best  customers  only  if  each  of 
these  buyers  agrees  to  purchase  the  rest  of  their 
initial  orders  in  the  open  market  after  the  stock  has 
begun  trading.  This  could  explain  the  frenzied 
trading  in  such  new  issues  as  President  Riverboat 
Casinos  and  Media  Vision  Technology,  which  rose 
32%  and  47%  on  the  first  day  of  trading. 

Beating  the  drums — loudly.  To  avoid  problems 
with  the  Securities  &  Exchange  Commission,  un- 
derwriting firms  used  to  delay  publication  of  ana- 
lyst reports  until  90  days  after  an  underwriting,  the 
•  so-called  quiet  period.  But  in  April  1988  the  SEC 
trimmed  that  period  to  25  days. 

Thus  Christopher  Vroom,  an  analyst  at  Alex.  Brown,  all 
last  fall  touted  Eagle  Hardware  &  Garden,  a  fledgling 
home  improvement  retailer  that  went  public  last  July  at  a 
split- adjusted  9%.  Vroom,  whose  firm  comanaged  the 
offering  with  Montgomery  Securities,  likened  Eagle  to 
"other  great  growth  companies  like  Home  Depot  and 
Staples,"  and  expected  it  to  show  earnings  growth  of  45%  a 
year  through  1995.  The  stock,  therefore,  was  a  buy,  even 
in  the  mid-30s.  That  was  supposedly  a  mere  56  times  the 
profit  it  would  make  in  1993.  Unfortunately,  the  stock 
became  an  even  better  buy  in  mid- December,  dropping  to 
2iy4     following 


an  an- 
nouncement by  the  compa- 
ny that  its  inventory  had 
been  overvalued  and  it 
would  take  an  earnings  hit. 

Choking  off"  the  short-sell- 
ers. When  a  stock  is  bought 
on  margin,  the  shares  are 
typically  held  for  the  client 
by  the  firm.  These  shares 
can  then  be  lent,  for  a  fee,  to 
other,  bearish  investors, 
who  need  to  borrow  the 
stock  in  order  to  sell  it  short. 

On  many  new  issues  to- 
day, brokerage  firms 
choose  not  to  lend  the 
stock  out,  even  though  it  is 


The  new  issues  crowd 


Fund 

Assets 

(Smil) 

%  of  assets 
invested  in 
new  issues 

P/E 

Oberweis  Emerging  Growth 
John  Hancock  Special  Equities 
Financial  Emerging  Growth 
Montgomery  Small-Cap 
SunAmerica  Emerging  Growth 

$53 

65 

116 

202 

25 

33% 

32 

18 

18 

18 

28 
32 
36 
27 
26 

Source:  Morningstar. 

Some  fund  managers  avoid  the  new  issues  market 
and  its  machinations;  these  five  find 
initial  public  offerings  oh-so-easy  to  love. 


in  a  margin  account  and  available  for  lending.  For 
instance,  Paine  Webber  comanaged  a  2 -million- 
share  offering  of  Compression  Labs  stock,  a  video- 
conferencing system,  in  June  1991  at  17^4.  Watch- 
ing the  stock  sprint  to  over  35  last  year,  some  of  the 
firm's  brokers  tried  to  borrow  shares  for  clients 
who  wanted  to  sell  it  short.  They  were  told  that 
they  couldn't  borrow  the  shares  because  they  were 
on  an  unpublished  "gray  list"  of  stocks  the  firm 
would  not  allow  its  brokers  to  borrow. 

Putting  the  stock  in  friendly  hands.  Underwriters 

are  much  more  interested  than  they  used  to  be  in 

knowing  who  is  placing  orders  for  the  shares.  As 

one  stockbroker  puts  it:  "When  you  want  to  buy  an 

issue,  you're  asked:  'Who  is  the  customer  and  what  is  he 

going  to  do  with  it?  Is  he  going  to  hold  it.^'  " 

Gerald  Perritt,  a  Forbes  columnist  and  the  manager  of 
the  Perritt  Capital  Growth  Fund,  an  $8  million  value- 
oriented  small-company  fiand,  won't  touch  new  issues.  He 
says:  "I  don't  like  to  participate  because  I  don't  want  to  be 
beholden  to  anyone." 

Charles  Royce,  another  small-cap  value  investor  who 
manages  one  closed-end  and  two  open-end  fiinds  totaling 
$390  million  in  assets,  isn't  participating  in  the  current 
new  issues  craze,  either.  He  says:  "We  are  most  active  in 

buying  them  right  at  the 
beginning  of  the  cycle  or 
well  after  there  have  been 
disappointments,  at  the 
end  of  the  cycle.  We're  not 
in  either  place  at  the  mo- 
ment." In  fact,  Royce  adds: 
"We're  at  a  moment  where 
the  risk  is  the  highest."  And 
Chuck  Royce  has  built  his 
career  making  money  for 
investors  in  the  small-cap 
stock  area. 

So  next  time  someone 
tells  you  small-cap  stocks 
are  the  place  to  be,  ask  him: 
Which  small  stocks  and  at 
what  prices.^  ^ 
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MONEY  &  INVESTMENTS 


Since  Nov.  3  the  media  have  been  painting  a  brighter 
picture  about  the  economy.  Coincidence? 


A  new  party  line.' 


) 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  Amencan  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


A  STARTLING  THING  happened  on  tJie 
day  after  Nov.  3,  1992:  The  press 
started  telling  the  truth  about  the 
economy.  Enough  evidence  had  long 
been  at  hand;  now.  Bush  having  been 
defeated,  it  was  all  right  to  reveal  it. 

All  during  1992  in  front-page  sto- 
ries Sylvia  Nasar  of  the  New  York 
Times,  especially,  and  many  other 
writers  established  firmly  in  the  pub- 
lic's mind  the  premises  of  the  Demo- 
cratic campaign:  that  the  1980s  had 
been  an  economic  failure;  that  the 
rich  got  too  rich  and  paid  too  few 
taxes;  that  the  middle  class  worked 
harder  for  less  money  and  became  too 
heavily  taxed;  and  that  the  heartless 
economic  policies  of  Republicans  had 
made  the  condition  of  the  poor  poor- 
er. The  outcome  dearest  to  the  press 
was  change. 

Well,  now  we  have  the  change.  The 
propaganda  is  no  longer  necessary. 
And  so  all  those  good  folks  in  the 
press  who  feel  slightly  evil  if  they 
report  anything  that  might  help  Re- 
publicans can  shut  oft  the  propaganda 
machine  and  simply  report  the  truth. 

Thus  it  is  now  clear  that,  in  what 
they  said  about  the  U.S.  economy 
before  Nov.  3,  George  Bush  was  much 
closer  to  the  truth  than  Bill  Clinton. 
After  Nov.  3  questions  to  the  latter 


took  the  form:  "Now  that  the  eco- 
nomic picture  looks  different,  what 
changes  are  you  going  to  make  in  your 
economic  proposals.^"  And  of  George 
Bush  the  press  is  still  asking  in  inno- 
cence: "Isn't  it  ironic  that  all  this  good 
news  came  out  after  the  election,  and 
how  does  that  make  you  feel.''" 

Some  journalists  dubbed  the  recov- 
er)' of  1992  "the  Clinton  recovery." 
Clinton  isn't  even  President  yet,  but 
that's  the  way  it  is  with  propaganda. 

The  very  same  reporter  who  burst 
upon  the  scene  in  early  1992  with 
front-page  stories  in  the  Times  about 
"growing  inequalit)'"  and  the  "dis- 
proportionate gains  of  the  rich"  be- 
gan after  the  election  to  report  (Dec. 
12,  1992)  things  she  hadn't  gotten 
around  to  writing  about  earlier:  that 
raising  tax  rates  on  the  rich  will  alter 
the  behavior  of  the  rich,  probably 
producing  lower  tax  revenues.  Rich 
people  "have  considerable  flexibilit)' 
to  expose  less  of  their  income  to 
taxation,"  the  Times  ^rx\c\c  discovers; 
"just  how  much  flexibility  they  have 
has  recently  become  apparent" — as  if 
learning  about  tax-exempt  bonds  and 
the  like  for  the  first  time. 

The  problem  is,  neither  the  Clinton 
team  nor  the  political  press  (most  of 
it)  ever  mastered  the  great  economics 
argument  of  the  early  1980s.  They 
never  learned  the  lessons  of  the  Carter 
years.  They  never  got  the  point  of  the 
Reagan  revolution.  So  here  we  go 
again,  as  if  all  that  effort  was  in  vain. 

Twelve  years  ago,  when  Jimmy 
Carter  handed  (wer  the  reins  of  gov- 
ernment to  Ronald  Reagan,  this  was 
the  economic  playing  field:  Inflation 
had  been  in  double  digits  for  two 
straight  years  and  stood  at  13.5%; 
unemployment  rates  at  11%;  the 
prime  rate  at  22%.  Only  98  million 
civilians  were  employed.  In  four  years, 
the  poverty  level  (because  of  infla- 
tion) had  jumped  from  $5,800  to 
$8,300  for  a  nonfarm  family  of  four, 
and  this  redefinition  raised  the  num- 


ber of  the  poor  from  25  million  in 
1976  to  29  million  at  the  end  of  1980. 
The  top  marginal  tax  rate  stood  at 
70%.  The  top  5%  of  taxpayers  paid 
37%  of  all  federal  income  taxes,  a  net 
of  $93  billion. 

The  Reagan  revolution  turned 
these  numbers  around  in  ways  neither 
the  media  nor  Clinton's  team  will 
admit.  This  month  Bill  Clinton  inher- 
its an  economy  in  which  inflation 
stands  at  3%;  the  unemployment  rate 
at  7%;  the  prime  rate  at  6%.  More  than 
116  million  civilians  are  employed — 
up  18  million  since  the  Carter  era. 
During  the  1980s  real  aftertax  in- 
come rose  16%  for  all  Americans,  and 
the  lower  half  pushed  up  the  median 
real  income  more  than  12%.  Individ- 
uals did  even  better:  86%  of  the  per- 
sons in  the  bottom  quintile  and  60% 
in  the  second-lowest  quintile  moved 
up  to  a  higher  quintile. 

New  small  businesses  came  into 
existence  at  a  rate  of  750,000  a  year, 
1 3,000  a  week,  4  or  5  eveiy  minute  of 
ever\'  working  day. 

The  shift  in  the  tax  burden  was 
most  remarkable  in  the  Reagan 
years.  Lower  rates  for  the  rich  raised 
higher  actual  revenues.  By  1990  the 
top  25%  of  income  earners  were  pay- 
ing a  greater  proportion  of  all  federal 
income  taxes  (77%)  and  a  larger 
gross  amount  of  federal  revenue  than 
thev  had  ever  paid  before.  From 
1981  to  1990  the  top  1%  jumped 
from  paving  18%  of  all  taxes  to  pay- 
ing 26%— a  45%  jump.  The  top  5% 
jumped  from  paving  $93  billion  in 
1980  to  $199  billion  in  1990  (from 
37%ofallta.\esto44%). 

Campaigner  Clinton  argued  that 
this  record  represents  decline.  He 
wanted  to  repeal  it.  He  wanted  to  go 
back  to  raising  tax  rates  on  "the  rich." 
We  have  all  been  there  before.  Let's 
swallow  hard  and  hope  tiiat  it  w  ill  be  a 
better  go-around  this  time.  Or  that 
the  new  President  will  correct  the 
errors  in  his  campaign  oratoiT.       ■! 
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Our  phone  systems 

come  with  a  few  features  no 

one  else  can  claim. 


Dataquest  Customer  Satisfaction  Survey, 
Second  Half  1992. 


Dataquest  Customer  Satisfaction  Survey, 
First  Half  1992. 


Dataquest  Customer  Satisfaction  Survey, 
Second  Half  1991. 


We're  talking  three  1st  place  Dataquest® 
Customer  Satisfaction  ratings  in  a  row. 

When  corporate  customers  across  the  country 
are  asked  to  rate  their  phone  systems  on  quality, 
service,  sales,  customer  commitment,  training  and 
documentation,  and  value,  ROLM  consistently 
comes  out  on  top. 

In  fact,  in  the  most  recent  Dataquest  Survey, 
we  swept  five  of  the  six  categories  by  substantial 
margins.  With  one  extremely  close  second. 

While  all  this  is  gratifying,  it's  not  entirely 
surprising.  It  is  the  logical  result  of  an  intense 
customer  focus  that  extends  across  all  job  titles 
and  departments.  Allowing  us  to  provide 
unmatched  service,  state-of-the-art  technologies, 
and  creative  business  solutions  that  contribLte  to 
your  bottom  line. 

Because  in  the  long  run,  those  are  the  features 
that  really  make  a  difference  in  a  phone  system. 


A  Siemens  Company 


1993  ROLM 
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THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIE^j 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.    MosioJAlG's34,00im 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws\ 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  their  own  market 


1 


can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
hj  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
land  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  world. 


AIG 


^irORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  DepL  A,  70  Pine  Street,  New  York,  NY  10270. 
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In  the  U.S.,  fried  chicken  outlets  are  struggling, 
but  Asians  can't  seem  to  get  enough  of  the  bird, 

Hot  Wings 
takeo£f 


By  Andrew  Tanzer 

Ask  John  Cranor,  the  president  of 
PepsiCo,  Inc.'s  kfc  Corp.  division, 
about  his  domestic  business  and  he 
gets  a  bit  touchy.  Kentucky  Fried 
Chicken's  same-store  sales  were  up 
only  1%  in  1992;  they  fell  5%  in  1991 . 
The  U.S.  fast-food  market  is  clotted, 
some  of  KFC's  franchisees  are  muti- 
nous and  the  word  "fried,"  with  all  its 
arten^- clogging  connotations,  con- 
tinues to  dog  the  company. 

But  mention  the  Asia/Pacific  re- 
gion and  Cranor's  mood  brightens 
immediately.  "We're  looking  at  al- 
most unlimited  opportunity  for 
growth  in  Asia,"  he  gushes. 

KFC  is  already  the  Western  fast-food 
leader  in  South  Korea,  China,  Thai- 
land, Malaysia  and  Indonesia,  and 
runs  second  to  McDonald's  in  most 
other  Asian  markets,  such  as  Japan 
and  Singapore.  Sales  and  profits  in 
Asia  (excluding  Japan)  are  growing  at 
over  30%  a  year.  By  1997  kfc  expects 
Asia  to  account  for  33%  of  projected 
system  retail  revenues  of  $9  billion,  up 
from  22%  of  its  $6.4  billion  revenues. 

Average  sales  per  store  in  Asia  are 
$1.2  million,  compared  with 
$750,000  in  the  U.S.— and  remem- 
ber this:  Per  capita  incomes  in  most  of 
KFC's  Asian  markets  are  much  lower 
than  in  the  U.S.  The  key  is  volume. 
The  world's  busiest  kfc  outlet  is  Bei- 
jing's cavernous  701 -seat  Tiananmen 
Square  restaurant  which  senses  2  mil- 
lion to  3  million  customers  a  year. 

KFc:'s  first  ten  outlets  in  China — in 
Beijing  and  Shanghai — serve  an  a\'er- 
age  of  1  million  customers  a  year 
each — four  times  the  average  traffic  in 
the  U.S.  The  Louisville -based  fast- 
food  operator  plans  to  open  outlets  in 
nine  more  Chinese  cities  this  year. 

Timothy  Lane,  president  of  KFC 


KFC  Asia/Pacific  President  Timothy  Lane 
"A  step  up  the  socioeconomic  ladder." 


Asia/Pacific,  says  profit  margins  in 
Asia  (outside  of  Japan)  are  double 
those  here.  In  the  ne>:t  five  years  KFC 
will  add  1,000  restaurants  to  the  re- 
gion's 1,470 — more  than  one  outlet 
ever\'  two  days.  Sa)'s  Lane:  "The  op- 
portunity is  exponentially  greater 
than  in  the  U.S.,  and  more  important, 
it's  eminently  achievable." 

KFC  isn't  alone  in  Asia.  McDon- 
ald's, Pizza  Hut  and  many  other 
American  fast-food  outlets  are  also 
sprouting  from  Tokyo  and  Seoul  to 
Jakarta  and  Singapore,  to  serve  grow- 
ing concentrations  of  young  middle - 
class  urban  workers  with  rapidly  rising 
disposable  incomes.  Women  are  en- 
tering the  work  force  at  a  brisk  pace, 
leaving  them  with  less  time  to  cook 


but  more  money  to  eat  out.  In  Bang- 
kok, market  research  commissioned 
by  KFC  in  1990  showed  that  22%  of 
the  population  had  eaten  at  a  fast- 
food  outlet  in  the  preceding  three 
months;  when  the  survey  was  redone 
in  1992,  the  number  had  jumped  to 
42%  (in  the  U.S.,  it's  90%). 

In  the  U.S.,  health  fears  and  a 
rather  shabby  image  have  driven 
many  fast-food  junkies  into  the  closet: 
Everybody  eats  fast  food,  but  nobody 
likes  to  admit  it.  In  Asia,  it's  just  the 
reverse.  Western-style  quick-serxice 
eateries  are  trendy,  branded,  air-con- 
ditioned— and  vet)'  hygienic — alter- 
natives to  local  food-hawkers'  stalls. 
"The  image  of  fast  food  is  ver\'  posi- 
tixe  in  Asia,"  says  Karel  Hofland,  a 
partner  at  Hong  Kong-based  Tech- 
nomic  Consultants  International,  a 
food  consulting  firm.  "It's  not  per- 
ceived to  be  junk  food." 

But  KFC  also  has  one  big  advantage 
over  its  U.S.  fast-food  rivals  in  Asia — 
to  wit,  its  chicken  menu.  Chicken  is 
much  cheaper  and  more  widely  avail- 
able than  beef  in  Asia's  developing 
countries.  It's  a  lot  more  familiar  to 
Asian  palates  than  the  cheese  topping 
on  pizza.  And  it  doesn't  face  any 
religious  strictures,  the  way  pork  does 
in  Muslim  countries  like  Indonesia 
and  Malaysia  and  beef  does  in  India. 
Says  KFC  President  Cranor:  "We  have 
yet  to  find  a  place  in  the  world  where 
chicken  is  not  a  staple  in  the  diet." 

So  KFC's  Asian  menus  are  almost 
identical  to  the  U.S.  menus:  fried 
chicken,  mashed  potatoes  and  cole- 
slaw. There  is  some  tinkering  around 
the  edges.  In  Thailand,  for  instance, 
Hot  Wings,  a  spicy  chicken  dish,  is 
considerably  more  spicy;  the  coleslaw 
is  sweeter.  In  the  highly  competitive 
Japanese  market,  kfc  has  branched 
out  into  dishes  like  chicken  curr\'. 

Prices  at  Asian  KFc;s  are  consider- 
ably higher  than  for  local  fare,  such  as 
hawkers'  stalls,  but  that,  too,  is  part  of 
the  image.  The  quality,  consistency, 
comfort  and  status  of  eating  at  an 
American-style  restaurant  with  a  con 
temporan'  decor  justify'  the  premium. 
"We're  selling  a  lifestyle  and  concept, 
not  just  a  product,"  says  Hester 
Chew,  KFc's  country'  manager  in 
Thailand.  Adds  his  boss,  Timothy 
Lane:  "kfc:  is  one  of  a  person's  first 
stops  on  his  or  her  way  up  Asia's 
socioeconomic  ladder."  ■■ 
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Business  equipment  has  become  a  necessary 
)art  of  everyday  business.  The  thmkmg  was  to 


im-to- 
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)ower- 


ful  enough  to  make  people  more  productive  anc 
)usinesses  more  competitive.  *'""'*'" ^^ 
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Leadership.  The  third  In  a  series. 
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Hie  execution  was  imovativi 


We  started  by  researching  the  productivity  needs  of  the  business  com- 
munity. The  results  were  innovative  technologies  which  fulfilled 
those  needs.  Our  efforts  were  focused  on  improvements  to  existing  busi- 
ness produas,  and  then  progressed  to  our  creating  entirely  new  produa 
categories  as  well.  This  is  why  today  Canon  is  the  number  one  business 
choice  for  copiers,  color  copiers  and  plain  paper  facsimiles. 

One  of  the  earliest  problems  our  research  and  development 
engineers  tackled  was  the  need  for  businesses  to  have  better  looking 
my  with  a  long  history  of  expertise  in  optics, 
it  came  as  no  surprise  that 
our  research  team  developed 
new  ways  to  insure  unsur- 
passed copy  quality. 
TlieNew 
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Our  engineers  didn't  stop  with  just  improving  high-volume  cof 

systems,  they  also  rp  he  Canon  FCmpmmlcopier.The  PC  J3(| 

improved  our  best 
selling  line  of  personal 
copiers.  For 
years  Canon  \ 


h  PC  BOl  for  copying  up  to  kpkizej  feat^ 
OUT  most  advanced  smgle-airtndge  system,  requires  no  wa 
time  and  cm  even  turn  itself  off  when  you  forget  to. 


recognized  the 


,M:^tA 


he  Canon  fAX-L77S.  It's  everythmg  you've  come  to 
expect  from  Canon.  A  plain  paper  fax  with  superior 
imaging  technolo^s  for  unmatched  text  and  graphw  reproduc- 
tion, and  higher-volume  productivity. 

Process  (NP)  system,  which  incorporated  our  Toner  Projection 
Development  System,  was  one  of  the  first  steps  in  creating  our  innovative 
NP  line  of  copiers  to  provide  crisp,  clear  copies.  But  we  quickly  realized 
that  copy  quality  was  only  one  part  of  the  improvements  businesses  need- 
ed. The  next  goal  was  to  insure  that  our  high-volume  copying  systems 
were  reliable,  efficient  and  easy  to  use,  too.  A  goal  that  has  been  perfeaed 
in  The  Corporate  Line  of  high-volume  NP  Copiers  from  Canon. 

To  ensure  The  Corporate  Line  copiers  stay  up  and  running,  we  uti- 
lize our  patented  Amorphous  Silicon  Drum.  This  Canon  innovation  can 
last  more  than  twice  as  long  as  conventional  copier  drums,  based  on  copy 
volume,  so  scheduled  mamtenance  goes  down.  And  since  productivity  is 
just  as  important  as  reliability.  The  Corporate  Line  also  has  incredibly  fast 
first  copy  speeds  so  short  runs  are  more  efficient,  and  offers  the  largest 
paper  capacities  in  the  industry,  so  users  will  spend  less  time  at  the  copier 
and  more  time  working.  You  can  find  all  these  innovative  features  in  The 
Corporate  Lme  copying  systems,  featuring  the  NP  6060  and  the  NP  9800. 
It's  breakthroughs  like  these  which  have  helped  make  Canon  copiers  the 
number  one  choice  for  the  last  ten  years. 
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growing  number 
of  people  workmgm 
their  home  offices  or  small  businesses.  These  people  had  very  uniquti 
needs.  They  needed  high-quality,  low-volume  copiers  that  were  extr  J 
reliable,  easy  to  use  and  compact  in  size.  The  breakthrough  inventio) 
the  patented  Canon  single-cartridge  system,  hi  this  system,  our  en^ 
found  a  way  to  put  everythmg  that  could  run  out  or  wear  out — the 
tonei;  developer  unit  and  copier  drum — in  one  easy-to-replace  cart  I 
This  single  innovation  made  Canon  personal  copiers  virtually  maintj 
nance  free,  since  changing  a  cartridge  practically  gives  you  a  brand  rl 
copier.  But  of  course,  we  just  couldn't  leave  well  enough  alone.  Our  | 
300  series  personal  copiers  incorporate  oi 

pi  ^ '— 


he  Canon  Color  Laser  Copier  M  Our  premier 
digital  Color  laser  Copier  which  has  set  the  standai 


for  quality,  productivity  and  flexibility,  wi^  features  unsurpasi 


by  any  other  color  copier. 


ll 


p 


j('idge  that's  approximately  25  percent  smaller  and  makes  more  high- 
liily  copies.  It's  die  reason  our  PC  300  series  line  of  personal  copiers  are 
« iler  and  lighter  than  ever  before.  And  the  reason  why  Canon  personal 
f  ers  will  continue  to  be  the  number  one  brand  for  years  to  come. 
B  With  the  growing  popularity  of  facsimile  machines  in  businesses 
I  ss  the  country,  came  also  the  desire  to  send  and  receive  better  looking 
B  faxes.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
■  i    faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  produas. 
Combining  unrelated  breakthroughs,  such  as  the 
replaceable  cartridge  system  from  our  personal 
^  copiers,  and  laser  beam  printing  from  our  desktop 
printers,  we  created  the  foundation  for  oar  Laser 

Class  plain  paper  facsimiles.  We  also  invent- 
ed the  Canon  UHQ  fax  imaging  technolo- 
gy, which  markedly  improved  image  trans- 
mission, assuring  that  graphics,  text  and  photos 
are  sent  with  more  depth  and  clarity  than  ever 
before.  What's  more,  our  Hyper-Smoothing 
enhances  your  incoming  faxes,  so  even  poor  ouaHty  images  are 
improved.  All  of  these  features  can  be  found  in  our  latest 
Canon  FAX-L775.  It  produces  among  the  highest  fax  image  res- 
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he  N?  6060  is  the  ktest  dkion  to  The  Corporate 
line  ofrelM,  hi^h-productivitj  copying  systems. 
Its  unmtchei  paper  mpacity  gks  it  the  power  to  produa  more 
I    •  Ml  copies  than  any  other  copier  in  its  class,  SO  you  don't  have  to 

olutions  possible  on        ;  ^w   \'  L-^ 

^  interrupt  large  copying  projects. 

cut-sheet  plain  paper. 

The  FAX-L775,  just  another  reason  why  Canon  Fax  machines  have  been 

the  number  one  selHng  plain  paper  facsimiles  for  three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high- 
quality  color  to  business,  color  copying  was  relatively  primitive.  Canon 
Color  Laser  Copiers  brought  color  copying  into  the  next  century,  by 
producing  full-color  copies  with  picture-like  clarity  and  crisp,  black 
text.  What's  more,  they  used  our  Digital  Image  Processing  System  to 
give  users  the  abiHty  to  manipulate  images.  And  options  were  developed 
which  can  connea  both  the  Color  Laser  Copier  300  and  500  to  virtually 
any  color  imaging  source  from  computers  to  video.  Canon  Color  Laser 
Copiers  immediately  became  the  number  one  industry  choice,  and  they 
remain  the  standard  by  which  all  other  color  copiers  are  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
turned  into  products  that  became  the  market  leaders.  We  call  these  the 
produas  of  enhghtened  thinking.  After  trying  them,  you'll  see  why  Canon 
is  the  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-8004321-HOP). 
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Wash  loans  on  life  insurance  policies  are  being 
marketed  like  they're  going  out  of  style.  They  just 
might  be,  if  insurance  agents  get  too  greedy. 

Wash  out 


By  Carolyn  T.  Geer 

The  insurance  loophole  known  as 
inside  buildup  is  in  danger.  It  is  being 
taken  to  such  absurd  extremes  that 
Congress  just  might  crack  down. 

Inside  buildup  is  that  peculiarit)^  of 
life  insurance  that  allows  assets  to 
grow  inside  a  polic)^  without  being 
taxed  to  the  policyholder.  It  has  been 
a  fixture  of  the  tax  code  since  1913, 
and  has  survived  many  an  assault  from 
tax  reformers.  The  closest  Congress 
has  come  to  treating  insurance  like 
any  other  investment  came  in  1988. 
That  year's  tax  act  closed  the  loophole 
for  insurance  products  that  are  heavily 
weighted  toward  investment  and  con- 
tain only  a  fig  leaf  of  death  protection. 


A  newly  popular  gimmick  from  the 
insurance  industry,  however,  once 
again  stretches  the  loophole  to  the 
breaking  point.  This  time  around  the 
agents  are  pushing  what  they  call 
"wash  loans,"  which  supposedly  turn 
cash-value  life  insurance  into  a  terrific 
retirement  savings  plan.  Rather  than 
cash  in  a  policy  when  you  retire,  you 
just  borrow  most  of  the  cash  value  out 
of  the  policy — tax  free.  What  about 
interest  on  the  "loan"?  Not  to  worry, 
says  the  salesman.  The  interest  you  are 
charged  is  exactly  equal  to  the  interest 
being  credited  to  you  inside  the  poli- 
cy. In  fact,  you  never  pay  the  loan 
back.  It's  just  a  wash. 


Here's  one  illustration,  from  Amer- 
ican Express'  ids  Life  Insurance  Co.  A 
35 -year- old  nonsmoking  male  buys  a 
$100,000  policy  for  $1,055  a  year. 
Aiter  20  years  of  premiums,  when  he 
has  paid  in  a  total  of  $2 1 ,092,  the  cash 
value  is  projected  to  be  $30,635.  He 
stops  paying  premiums  and  "bor- 
rows" $25,000  of  the  cash  value. 
Cash  profit  from  the  deal:  $3,908,  not 
counting  the  value  of  death  protec- 
tion all  those  years.  Profit  reported  to 
the  Internal  Revenue  Service:  none. 

The  remaining,  unborrowed  cash 
value  in  the  policy  is  enough  to  keep 
the  policy  alive,  with  at  least  some 
death  benefits,  for  another  II  years. 
At  that  point  the  buyer  would  have  to 
chip  in  more  premium  dollars  in  order 
to  avoid  having  the  policy  lapse.  A 
policy  lapse  would  be  catastrophic 
from  a  tax  point  of  view.  It  could  give 
rise  to  a  whopping  dose  of  phantom 
interest  income,  offset  by  interest  cost 
that  will  probably  not  be  deductible. 

IDS  is  one  of  the  more  restrained 
marketers  of  wash  loan  insurance.  In  a 
30-minute  videotaped  sales  pitch,  an 
agent  who  usually  sells  for  Commer- 
cial Union  rambles  on  about  tax-free 


There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  you'd 


investing,  mentioning  | 

death  benefits  as  an  after-  f 
thought. 

Besides  ids,  insurance 
companies  that  have  added 
wash  loans  to  their  line  of 
policies  in  the  last  year  or  so 
include  Transamerica  Occi- 
dental, Connecticut  Na- 
tional, Travelers  and  Man- 
ulife  Financial.  Sometimes 
the  policy  permits  a  wash 
loan  only  after  the  contract 
has  been  in  force  for,  say, 
ten  years.  The  policy  may  or 
may  not  guarantee  the  wash  loan 
feature  for  the  life  of  the  contract. 

Some  insurers  have  resisted  the 
temptation.  One  is  LifeUSA,  a  Min- 
neapolis-based life  insurer  that  mar- 
kets annuity-type  policies.  "It's  an- 
other example  of  what  the  industry 
has  done  to  try  to  make  an  insurance 
policy  look  better  than  it  is,"  says 
Robert  MacDonald,  LifeUSA's  chief 
executive.  Adds  Peter  Katt,  a  fee-only 
life  insurance  adviser,  who  says  his 
clients  have  been  barraged  by  pitches 
for  wash  loan  policies:  "It's  incon- 
ceivable to  me  that  Congress  isn't 


going  to  close  this  loophole." 

Indeed,  there's  some  chance  that 
the  tax  authorities  could  attack  these 
loans  without  specific  legislation. 
"The  IRS  could  argue  that  the  payout 
is  not  a  loan  but  a  distribution,"  says 
David  Bohl,  a  financial  planner  with 
Arthur  Andersen  who  specializes  in 
insurance.  This  would  be  a  disaster  for 
policyholders  who  pay  in  for  years 
before  discovering  that  they  can't  get 
at  their  money  without  paying  taxes. 
Worse  for  the  insurance  industry 
would  be  a  legislative  solution.  It 
would  be  easy  enough  to  tighten  the 


^ 


^    s^ 


1988  rules  on  investment- 
oriented  policies.  Those 
rules  count  any  policy  with- 
drawal— whether  charac- 
terized as  a  loan,  dividend 
or  anything  else — as  a  dis- 
tribution of  profit  if  the 
policy's  cash  value  is  more 
than  total  premiums  paid. 
In  essence,  a  policy  is  con- 
sidered investment  orient- 
ed if  the  premiums  paid  in 
the  first  seven  years  are 
higher  than  the  premiums 
would  have  been  on  a  poli- 
cy that  is  fiilly  paid  up  after  seven 
years.  For  our  hypothetical  3 5 -year- 
old  getting  $100,000  of  coverage, 
premiums  can't  be  more  than  $2,874 
per  year  without  throwing  the  policy 
into  the  dreaded  investment-oriented 
category. 

Worse  still  for  the  industry  would 
be  a  sweeping  reform  that  strips  cash- 
value  policies  of  their  all- important 
tax-free  inside  buildup.  Insurance 
agents  are  a  pretty  powerfial  group  in 
Washington,  but  you  never  know 
what  a  revenue -hungry  Congress 
might  do.  ■■ 


tter  call  1-800-446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction. 


Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  built-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 
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Call  about  our  seminar  "The  Everyday  Business  Meeting 
With  Hitachi's  VideoConferencing  System." 


Buying  the  stock  of  Freeport-McMoRan  is  a  cheap  way 
of  buying  a  piece  of  two  of  the  most  efficient 
mining  companies  in  the  U.S. 

Tmsting  the 
CEO's  instmcts 


By  Seth  Lubove 

Set  AGAINST  a  cloudless  Gulf  of  Mexi- 
co sk)',  Freeport-McMoRan  Inc.'s 
Main  Pass  offshore  sulfur  mining  rig  is 
so  vast  that  workers  use  golf  carts  to 
tra\'erse  the  mile-long,  windswept 
span.  Opened  last  spring,  it  straddles 
the  second-biggest  North  American 
sulfur  discover)^  in  histon'  and  uses  a 
computer  system  so  advanced  that  the 
rig  can  be  operated  from  New  Orleans 
headquarters  in  case  of  an  evacuation. 

But  not  even  computers  can  neu- 
tralize the  forces  of  supply  and  de- 
mand, and  now  there's  so  much  sulfur 
that  prices  are  in  the  basement.  Be- 
cause of  cut-rate  sales  by  Canada  and 
Poland,  the  price  of  sulfur,  a  key 
ingredient  of  phosphate  fertilizer,  has 
sunk  to  S72  a  long  ton,  from  $147.50 
in  1991.  Technology',  no  matter  how 
advanced,  can't  make  a  commodity 
ver)'  profitable  if  prices  drop  50%. 

So  these  are  hain-  times  for  James 
(Jim  Bob)  Moffett,  Freeport's  54- 
year-old  wheeler-dealer  chief  execu- 
tive and  the  "Mo"  in  McMoRan. 
Moffett  has  bet  his  company's  future 
on  t\\o  huge  mineral  discoveries:  the 
Gulf  of  Mexico  sulflir  mine,  and  a 
gold,  silver  and  copper  mine  in  the 
Indonesian  province  of  Irian  Jaya — 
the  western  half  of  the  island  of  New 
Guinea.  If  copper  and  fertilizer  prices 
rise  with  the  recover)^  of  the  world 
economy,  xMoffett's  strategy'  will  pay 
off.  If  they  stay  down  for  too  long,  Jim 
Bob  Moffett  could  be  in  big  trouble. 

Moffett  is  a  flamboyant  character, 
famous  for  his  Elvis  Presley  imita- 
tions, complete  with  a  custom-leather 
version  of  the  King's  jumpsuit.  If  he 
acts  like  a  bit  of  a  gambler,  Moffett  is 
convinced   he's   betting   on   a   sure 


thing.  "We're  posturing  [sic]  for  an 
incredible  payday,"  says  Rene  Latio- 
lais,  head  of  Freeport's  sulfur  and 
fertilizer  business. 

The  "posturing"  has  been  going 
on  since  the  1981  merger  of  Freeport 
Minerals  Co.  and  McMoRan  Oil  & 
Gas  Co.  into  the  present  SI. 6  billion 
(estimated  1992  revenues)  natural  re- 
sources company.  MofTett,  who  be- 
came chief  executive  of  the  combined 
firm  in  1984,  invested  more  than  $1 
billion  to  augment  the  company's 
depleting  sulfur  resenes,  buying  geo- 
thermal  properties,  oil  and  gas  assets, 
and  phosphate  mines  in  Florida. 

But  no  sooner  had  the  buying  spree 
ended  than  Moffett  began  to  sell  as- 
sets and  to  spin  off  some  of  the  rest  to 
shareholders.  Why  the  reversal?  Two 
ver\'  big  reasons:  the  discoveries  at 
Main  Pass  and  Irian  Jaya  within 
months  of  each  other  in  1988.  These 
would  require  huge  development 
costs,  and  Moffett  didn't  want  to 
borrow  more  money  in  a  business 
notorious  for  its  price  swings  and 
unpredictable  cash  flows. 

So  he  sold  geothermal,  part  of  the 
oil  and  gas,  nitrogen  fertilizer  and 
low-grade  Nevada  gold  properties. 
He  had  previously  spun  ofTthc  copper 
and  gold  as  well  as  fertilizer  opera- 
tions into  separate  companies  (Free- 
port-McMoRan Copper  &  Gold  Inc., 
73.2%  owned  by  Freeport;  and  Free- 
port-McMoRan Resource  Partners,  a 
51.3%-owned  limited  partnership). 
Now,  flush  with  cash,  he  raised  yet 
more  in  a  flood  of  new  equit)',  zero 
coupon  debt  and  convertible  deben- 
tures. Thus  MofTett  was  able  to  spend 
SI  .2  billion  to  develop  Main  Pass  and 


Irian  Jaya  without  adding  debt,  which 
stood  at  SI  .3  billion  at  the  end  of  the 
third  quarter  of  1992. 

While  it  is  easy  to  be  pessimistic 
about  a  business  where  prices  can 
swing  so  wildly,  it  is  not  hard  to  see 
the  reasons  for  Moffett's  optimism. 
With  67  million  long  tons  of  recover- 
able sulfiir  under  a  salt  dome  cap,  of 
which  Freeport-McMoRan  Resource 
Partners  owns  58.3%  (IMC  Fertilizer 
Group,  Inc.  and  Homestake  Sulfur 
Co.  are  the  minority'  partners).  Main 
Pass  is  second  in  resenes  only  to 
Texasgulf  Inc.'s  80-million-long-ton 
Boling  Dome  disco\er\'  in  Texas,  now 
all  but  depleted.  There's  also  38.3 
million  barrels  of  recoverable  oil.  But 
the  sulfur  is  the  attraction;  it  gives 
Freeport  a  steady  30-year  supply  of 
sulfur,  which  is  combined  with  Free- 
port's  phosphate  rock  from  Florida  to 
form  diammonium  phosphate  (dap), 
among  other  chemical  fertilizers. 
Phosphate  fertilizers  have  the  highest 
price  per  pound  of  any  fertilizer. 

With  the  Main  Pass  discover}'  plus 
the  1987  acquisition  of  the  Williams 
Cos.'  Agrico  phosphoric  acid  plants, 
Freeport-McMoRan  Resource  Part- 
ners is  the  world's  largest  integrated 
phosphate  fertilizer  producer,  with 
among  the  industr\''s  lowest  costs. 

On  the  other  side  of  the  world  in 
Irian  Jaya,  the  recoxerablc  ore  rc- 
ser\'es  disco\ered  in  1988  are  stagger- 
ing. Total  established  so  far:  the 
world's  largest  single  reser\'e  of  gold, 
at  32.4  million  ounces,  50  million 
ounces  of  silver  and  21.8  billion 
pounds  of  copper.  By  1997  Kidder, 
Peabody  &  ('o.  analyst  Marc  (^ohen 
expects  production  to  climb  to  980 
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TOP:  Freeport's  Main.  Pass  sulfur  rig 
The  problem  is  low  prices. 
Chief  Executive  Jim  Bob  Moffett 
Getting  set  for  a  big  payday. 


million  pounds  of  copper  and  1.4 
million  ounces  of  gold.  At  the  prices 
Cohen  then  expects,  that  should 
bring  in  some  $1 .6  billion  in  revenue, 
more  than  doubling  the  copper  and 
gold  company's  earnings  contribu- 
tion to  the  parent.  Not  bad  for  leases 
that  Moffett  says  investment  bankers 
had  advised  in  1984  might  with  luck 
be  worth  $150  million. 

"The  real  potential  is  limited  by  the 
imagination^of  the  guy  who's  looking 
at  it,"  says  Moffett  happily.  The  more 
his  engineers  look,  the  more  they 
find.  Moffett:  "The  dilemma  is  we 
designed  a  $550  million  expansion, 
but  now  with  800  million  tons  of  ore 
we've  got  to  start  a  new  expansion.  So 
in  1992,  [instead  of]  being  at  full 
production,  we  announced  a  second 
expansion." 

Freeport's  Indonesian  mine  is  situ- 
ated atop  a  13, 123 -foot  mountain 


peak.  Before  the  ore  can  be  brought 
down  to  sea  level,  it  has  to  be  crushed 
and  processed.  So  Freeport  built  an 
ore  pass,  a  sort  of  giant  laundry  chute 
that  drops  fist- size  chunks  of  ore 
3,000  feet,  brealdng  it  into  finger-tip- 
size  pieces,  which  are  then  sent  on  a 
slurry  line  to  the  port.  The  process 
reduces  mechanical  crushing  by  a 
third  while  more  than  quadrupling 
throughput  to  63,000  tons  per  day. 
Freeport  is  among  the  world's  lowest- 
cost  copper  producers,  despite  the 
extensive  infrastructure  that  had  to  be 
built  at  Irian  Jaya,  an  area  so  remote 
that  there  are  occasional  reports  of 
cannibalism  and  head-hunting. 

Most  costs  at  a  mine  are  fixed;  the 
more  ore  that  goes  through,  the  lower 
the  cost  per  ton.  In  a  basic  industry, 
like  mining,  extraction  cost  is  the  key 
to  survival.  "We're  in  a  deflationary 
spiral  where  world  commodity  prices 
have  been  halved  since  1980,"  Mof- 
fett says,  adding  he  has  no  doubt  that 
prices  will  swing  up  again  when  the 
world  economy  recovers.  "When  you 
get  commodities  this  low,  what  hap- 
pens is  all  the  high-cost  producers 
have  to  shut  down.  That  means  short- 
ages in  the  next  ten  years." 

In  phosphate  fertilizer,  too,  Free- 
port  has  a  $12-per-ton  cost  advantage 
over  most  competitors.  The  compa- 
ny's Florida  phosphate  mineral  de- 
posits are  close  to  the  port  in  Tampa, 
while  its  fertilizer  plants  are  on  the 
Mississippi,  which  cuts  through  a  sec- 
tion of  the  country  that  uses  some 
40%  of  the  nation's  phosphate  fertiliz- 
ers— the  rich  Midwest  cornfields. 

For  all  its  advantages,  Freeport 
ttcxdes  at  a  multiple  that's  less  than 


those  of  competitors  such  as  the  RTZ 
Corp.  Pic.  and  Newmont  Mining 
Corp.  Freeport-McMoRan  is  now  ba- 
sically a  holding  company  for  its  posi- 
tions in  Freeport-McMoRan  Copper 
&  Gold  and  Freeport-McMoRan  Re- 
source Partners.  As  separately  traded 
stocks  listed  on  the  New  York  Stock 
Exchange,  the  two  companies  have  a 
combined  market  value  of  $6  billion. 
But  the  market  places  a  value  on  the 
holding  company's  66%  interest  of 
just  $2.4  billion.  Put  it  this  way:  Each 
Freeport-McMoRan  share,  recently 
selling  at  IZVs,  commands  shares 
worth  $28.39,  a  40%  discount.  Be- 
sides that,  the  stock  has  a  handsome 
7%  yield.  So  much  for  the  efficient- 
market  hypothesis. 

Since  the  market  discounts  the  val- 
ues underlying  Freeport's  stock,  Mof- 
fett has  been  taking  advantage  of  its 
myopia.  Since  1989  Freeport  has 
spent  $1.1  billion  buying  in  its  shares. 

When  wiU  the  turn  finally  come — 
and  what  could  it  bring?  Right  now 
fertilizer  prices  are  the  biggest  drag  on 
earnings.  Expected  1992  operating 
earnings  for  Freeport-McMoRan  Re- 
source Partners  are  dismal:  $39  mil- 
lion, on  sales  of  $892  million.  But 
fertilizers  also  have  the  biggest  poten- 
tial for  rapid  improvement.  India,  for 
example,  has  been  one  of  the  largest 
importers  of  phosphate  fertilizers. 
Now  that  its  foreign  exchange  crisis 
has  eased,  it  is  returning  to  the  market. 
China  has  discovered  chemical  fertiliz- 
ers and  is  starting  to  be  a  huge  custom- 
er. Every  $10-per-ton  increase  in  the 
fertilizer  price  adds  $40  million — 28 
cents  a  share — to  Freeport's  cash  flow. 
Meanwhile,  copper  demand  is  rising, 
while  supply  is  shrinking  as  ineflicient 
producers  drop  out. 

Kidder,  Peabody's  Marc  Cohen  es- 
timates that  Freeport-McMoRan  will 
have  operating  earnings  of  just  $33 
million  in  1992,  but  for  1993  he 
expects  operating  earnings  to  almost 
triple,  to  $94  million,  65  cents  a  share. 

But  that's  on  the  come — and  Mof- 
fett concedes  as  much.  "All  great 
companies  are  built  on  the  instincts  of 
their  CEOs,"  he  says  in  the  back  of  a 
stretch  limousine,  en  route  to  Free- 
port's  customized,  $51  million 
Boeing  757,  which  will  fly  him  to 
Irian  Jaya.  "You've  got  to  be  able  to 
just  goddamn  know  your  instincts  are 
right."  WM 
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Think  Big. 


$1,668,675 

Total  value  of  Investment 
6/30/92 


Templeton 


Growth  Fund 

...  seeks  long  term  capital  growth  through 
a  flexible  policy  of  investing  in  stocks 
and  debt  obligations  of  companies  and 
governments  of  any  nation. 


Avcrajrc  Annual  Total  Returns  as  of  9/30/92 


e: 


1  Year 

+1.8% 


5  Years 

+6.3% 


Initial  net 
asset  value 

$9,425 


SI  ,280,000 
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5320,000 


5160,000 


580,000 


540,000 


520.000 


510,000 


June  30, 1992 
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December  31, 1955 


Templeton 

I      A  COMMON  SENSE  APPROACH 
-^■-    Tn  I  nhir.  tpqm  r^OAi  R 


TO  LONG  TERM  GOALS 


Call  24  Hours  l-800'325'9950  Ext.  136 

You  will  receive  a  free  prospectus  containing  more  complete  information  including  all  charges  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money.  The  chart  above  illustrates  the  cumulative  total  return  of  an  initial  $10,000  investment  in  the  Fund  from  November 
29,  1954  (inception)  to  June  30,  1992.  Initial  net  asset  value  is  the  amount  received  by  the  Fund  after  deducting  the  maximum  sales  commis- 
sion of  5.75%.  The  amount  of  capital  gains  distributions  accepted  in  shares  was  $432,694,  the  total  amount  of  dividends  reinvested  was 
$301,845.  The  performance  information  reflects  a  deduction  of  the  maximum  initial  sales  charge,  deduction  of  a  proportional  share  of  Fund 
expenses  on  an  annual  basis  and  assume  that  all  dividends  and  distributions  are  reinvested  when  paid.  The  investment  return  and  principal 
value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  The  per- 
formance information  shown  represents  past  historical  performance  and  is  not  an  indication  of  the  Fund's  future  performance.  There  are  spe- 
cial risk  considerations  associated  with  foreign  investing. 

Templeton  Funds  Distributor,  Inc.,  P.O.  Box  33030,  St.  Petersburg,  FL  33733. 
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Ingersoll-Rand  prospers  today  because 
it  stumbled  so  badly  a  few  years  ago. 

A  traumatic 
experience 


By  Paul  Klebnikov 

"We  are  not  a  glamorous  compa- 
ny," says  Ingersoll-Rand  Co.  Chair- 
man Theodore  Black,  between  puffs 
on  his  unfiltered  Camel  cigarette.  But 
what's  glamour  compared  with  prof- 
itability.>  In  Forbes'  Annual  Report 
on  American  Industry  (Jan.  4),  In- 
gersoll-Rand was  by  far  the  most  prof- 
itable of  the  large  heavy-equipment 
makers. 

A  maker  of  machinery  and  parts  for 
the  auto,  construction  and  industrial 
equipment  industries,  Ingersoll- 
Rand  scarcely  noticed  the  recession. 

.  While   competitors   Caterpillar   Inc. 

■and  Timken  Co.  lost  $404  million 


and  $36  million,  respectively,  in 
199 1,  IngersoU-Rand's  profits  fell 
just  19%,  to  $151  million.  Last  year's 
earnings  are  estimated  to  have 
bounced  back  by  5%  to  10%,  and 
analysts  are  projecting  profits  of  about 
$200  million  for  1993. 

Headquartered  in  Woodcliff  Lake, 
N.J.,  $3.7  billion  (projected  1992 
sales)  Ingersoll-Rand  is  a  splendid 
example  of  how,  at  its  best,  American 
industry  has  responded  to  the  chal- 
lenge of  international  competition.  In 
the  early  1980s  the  overvalued  U.S. 
dollar  cost  Ingersoll-Rand  a  good 
piece  of  its  important  export  business. 


At  the  same  time,  oil  prices  collapsed, 
and  Ingersoll-Rand  counted  on  ener- 
gy for  over  50%  of  its  revenues.  In 
1983  Ingersoll-Rand  lost  $112  mil- 
lion, its  first  loss  since  the  1930s.  A 
third  of  the  work  force  was  laid  off. 
Remembers  President  James  Perrella: 
"It  was  a  traumatic  experience." 

But  Ingersoll-Rand's  management 
did  not  dither.  To  lessen  dependence 
on  oil.  Black  and  Perrella  diversified — 
not  in  a  random  fashion  but  in  a  way 
calculated  to  broaden  their  customer 
base.  Today  the  energ}'  industry'  ac- 
counts for  15%  of  sales,  with  the  rest 
coming  mostly  from  bearings  and 
equipment  for  the  auto  industry  (20% 
of  sales),  locks  for  the  housing  indus- 
try (10%),  industrial  tools  (20%)  and 
construction  equipment  (20%). 

Recognizing  that  in  many  areas  the 
high  dollar  meant  that  U.S.  exports 
were  no  longer  competitive,  Inger- 
soll-Rand did  what  it  had  to  do  to  save 
the  business.  It  increased  its  manufac- 
turing outside  the  U.S.  Today  70%  of 
Ingersoll-Rand's  foreign  sales  are 
generated  by  products  manufactured 
abroad,  up  from  30%  a  decade  ago. 
Had  the  company  not  moved  as  fast  as 
it  did,  most  of  this  business  would 
have  been  lost. 


Ingersoll-Rand's 
Theodore  Black 
"We  did  our 
downsizing  early," 
he  says.  But  lean 
and  mean  did  not 
mean  cliopping 
ca|.ital  spending  to 
tlie  bone.  Now 
rapid  productivity 
improvements 
and  two 
joint  ventures 
with  Dresser 
Industries 
promise  rich 
rewards  once 
the  economy 
turns  up. 
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The  BCA  Founders  Award 

American  Express  Company 

New  York,  New  York 

AT&T 

New  York,  New  York 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Philip  Morris  Companies  Inc. 

New  York,  New  York 

Texaco  Inc. 

White  Plains,  New  York 


These  companies 

got  what  they  deserved. 


And  so  did  their  employees,  their  customers  and  people  in  their  operating 
communities.  These  companies  won  national  awards  given  by  the  Business 
Committee  for  the  Arts  and  FORBES  Magazine  for  developing  programs 
that  bring  the  arts  into  schools,  communities  and  everyday  life. 

The  efforts  of  these  companies  have  enriched  the  lives  of  millions.  They 
have  helped  youngsters  to  achieve  better  grades.  They  have  fostered  tourism 
and  economic  growth.  They  have  helped  diverse  cultural  groups  to  better 
understand  each  other. 

These  award-winning  companies  are  making  a  difference — and  getting 
their  just  rewards.  Your  business  can,  too.  For  more  information,  contact: 
Business  Committee  for  the  Arts,  Inc.,  1775  Broadway,  Suite  510,  New  York, 
New  York  10019-1942  (212)  664-0600. 

Business  Committee 
for  the  Arts 


1992 

Business  in  the  Arts  Awards 
Distinguished  Achievement 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Sara  Lee  Corporation 

Chicago,  Illinois 


Return 

Chemical  Banking  Corporation 

New  York,  New  York 

Lincoln  National  Corporation 

¥ort  Wayne,  Indiana 

NYNEX  Corporation 

New  York,  New  York 

First  Time 

Commerce  Bank  and  Trust 

Topeka,  Kansas 

Freeport-IMclMoRan  Inc. 

New  Orleans,  Louisiana 

Jaeger  Development  Company 

Cerritos,  California 

Johnson  &  Johnson 

New  Brunswick,  New  Jersey 

Lexus 

Torrance,  California 

The  St.  Paul  Companies 

St.  Paul,  Minnesota 


Ingersoll-Rand 


While  much  of  U.S.  industry  wait- 
ed until  recently  before  making  really 
serious  efforts  to  slash  costs,  Inger- 
soll-Rand did  so  early.  "We  did  our 
downsizing  early,"  says  Black,  a  for- 
mer Marine  Corps  pilot  who  joined 
Ingersoll-Rand  in  1957  and  was 
named  chief  executive  in  1988.  But 
mean  and  lean  did  not  mean  skimping 
on  capital  expenditures.  With  capital 
spending  running  at  136%  of  depreci- 
ation over  the  past  six  years,  Ingersoll- 
Rand  has  been  investing  heavily  in  its 
basic  businesses.  As  a  result,  produc- 
tivity has  increased — sales  per  em- 
ployee are  up  64%  since  1983. 

Ingersoll-Rand  was  also  early  in 
recognizing  the  need  to  combine  op- 
erations with  other  companies  in  in- 
dustries afflicted  with  overcapacity.  In 
1986,  with  the  oil  equipment  market 
in  the  doldrums,  Ingersoll-Rand  and 
competitor  Dresser  Industries  com- 
bined their  production  of  turbines 
and  some  compressors  into  a  joint 
venture  in  which  Dresser  holds  51% 
and  Ingersoll-Rand  the  remainder. 
Within  a  year  Dresser-Rand  had  bro- 
ken even  and  was  growing  fast.  By 
1991  sales  had  climbed  69%,  to  $1.2 


billion,  profits  to  $80  million. 

A  new  joint  venture  with  Dresser 
Industries,  in  which  Ingersoll-Rand 
holds  51%,  produces  industrial 
pumps.  With  sales  of  about  $900 
million,  it  is  one  of  the  world's  largest 
pump  manufacturers.  Ingersoll- 
Dresser  Pump  could  add  over  40 


With  debt  only  18%  of 
capitalization,  Black 
hints  at  a  $1  billion 
acquisition  to  expand 
in  Mexico,  Europe  or 
the  former  Eastern  bloc. 


cents  a  share  to  Ingersoll-Rand's  bot- 
tom line  within  five  years. 

Thus  Ingersoll-Rand's  lack  of  in- 
dustrial glamour  hasn't  tarnished  its 
stock  price.  Recently  trading  at  a  near 
record  31a  share,  its  stock  sells  for  20 
times  1992's  estimated  earnings  of 
$1.55  a  share.  Why  the  hefty  p/e? 
Having  come  through  the  recession 
so  comfortably,  the  company  figures 
to  do  well  as  business  improves.  The 
auto  business  and  even  the  housing 


industry  are  showing  signs  of  recov- 
er>',  and  the  outlook  is  good  for  com- 
panies that  make  productivit)'-en- 
hancing  machinery  like  Ingersoll- 
Rand's  automated  production 
systems  and  hand-held  metal  grind- 
ers. Moreover,  if,  under  the  new  Ad- 
ministration, Congress  votes  for  a 
pork-rich  public  works  program,  In- 
gersoll-Rand's construction  equip- 
ment sales  will  benefit  handsomely. 

Surveying  the  world.  Black,  now 
64,  says  he  wants  to  expand  in  the  fast- 
growing  Mexican,  European  and  for- 
mer Eastern  bloc  markets.  Ingersoll- 
Rand's  German  sales,  for  instance, 
have  tripled  since  unification.  Black 
hints  he  may  make  a  big  acquisition  or 
two — with  long-term  debt  only  18% 
of  capitalization,  financing  would  not 
be  a  problem.  "I  think  we  could 
stretch  ourselves  to  a  $500  million — 
maybe  $1  billion — acquisition  if  we 
wanted  to,"  Black  says.  But  not  just 
anything.  "You  have  to  be  very  care- 
ful not  to  make  some  quantum  jump 
for  which  you  pay  a  lot  but  never  get 
your  money  back,"  he  says.  Judging 
from  the  record,  there  isn't  much 
chance  of  that  happening  here.      ^ 


If  you  love  the  unspoiled 
outdoors,  and  some  of  the 
worlds  finest  fishing,  this 
is  the  lure  of  a  lifetime. 
You  can  now  enjoy 
Special  Resort  Member 
privileges  for  one  or  two 
asits  at  Florida's  premier 
private  oceanfront  club. 


after  which  you  may  apply 
for  membership. 

Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000  acres 
of  natural  splendor  and  spec- 
tacular sport.  With  unforget- 
table dives  nearby  at  the 
nation's  only  living  coral 


reef,  two  championship  golf      Plus  a  choice  of  superb 
courses  on  premises,  tennis        accommodations, 
and  croquet,  a  magnificent       restaurants  and  lounges. 
175-slip  marina,  and     »_^-^_.       Contact  your  travel 
great  fishing  -  from        >^^^    professional  or  call 
bonefish  to  deep-sea        jT       1-800-741-REEF  today 

Key  Largo,  Florida 
Very  Natural.  Very  Exclusive.  Very,  Very  Special. 
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Are  women  who  slaughter  their  mates  killers 

or  are  they  just  poor  victims  of  a 

newly  fashionable  psychological  syndrome? 


Women 
who  kill 


By  David  Frum 

Throughout  the  recent  holiday  sea- 
son, the  lawyers  at  the  Los  Angeles 
firm  of  Gibson,  Dunn  &  Crutcher 
were  doing  their  little  bit  to  spread 
peace  and  goodwill — by  helping 
women  who  killed  their  husbands  to 
get  out  of  jail. 

Some  60  lawyers  at  ten  elite  Cali- 
fornia law  firms  have  filed  petitions 
asking  Governor  Pete  Wilson  to  com- 
mute the  sentences  of  more  than  30 
Golden  State  women  convicted  of 
murder.  To  the  lawyers  involved,  the 
petitions  are  charitable  acts  on  behalf 


of  a  "particularly  misunderstood  and 
disadvantaged  group  of  women." 

Who  are  these  victims  of  misunder- 
standing.>  Women  who  have  killed 
their  partner. 

The  lawyers  seeking  clemency  dis- 
tribute a  fact  sheet.  It  tells  a  horrible 
story:  One-third  of  the  women  who 
seek  help  in  hospital  emergency 
rooms  say  their  injuries  were  inflicted 
by  their  husbands  or  boyfriends.  Four 
million  women  a  year  are  severely 
assaulted  by  their  mates. 

Get  it?  Women  who  kill  are  just 


defending  themselves. 

That  isn't  what  the  law  actually 
says.  One  way  to  beat  a  murder  charge 
is  to  show  that  a  homicide  was  an  act 
of  self-defense.  In  California  the  re- 
quirements of  self-defense  are  strict: 
The  defendant  must  prove  she  felt  she 
was  in  imminent  danger,  that  her 
feeling  was  reasonable  and  that  killing 
her  batterer  was  the  only  way  to  pre- 
vent that  danger. 

Those  rules  were  defined  in  People 
V.  Aris,  the  1989  California  Court  of 
Appeal  decision  that  found  that  Bren- 
da  Aris  had  been  properly  convicted 
of  second-degree  murder  for  shoot- 
ing her  brutal  husband  in  his  sleep. 
(At  the  time  of  the  shooting,  he  was 
high  on  drugs  and  alcohol  and  had 
just  passed  out  in  the  midst  of  a 
particularly  gruesome  beating.)  The 
court  ruled:  "The  law  cannot  allow 
her  to  shoot  her  husband  instead  of, 
as  was  the  case  here,  inconveniencing 
her  out-of-state  aunt  by  moving  in 
with  her  or  leaving  her  husband  anci 
firmly  refijsing  to  take  him  back." 

To  some  feminists  the  court's  view 
that  she  should  have  just  left  was 
Neanderthal.  They  argue  that  courts 
should  adopt  a  special  understanding 


WHOSE  ASSETS 
UNDER  MANAGEMENT 

ARE  GROWING  BY 

A  BnUON  DOUARS 

AM(MH? 
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of  self-defense  for  battered  women 
who  kill.  These  women,  they  say, 
suffer  from  "battered  woman  syn- 
drome," a  stress  disorder  that  calls 
into  question  what  they  say  is  a  male- 
oriented  law  of  self-defense. 

A  woman  who  suffers  from  bat- 
tered woman  syndrome  is  said  to  have 
learned  to  be  passive.  So,  if  she  returns 
again  and  again  to  a  husband  who 
abuses  her,  she  is  not  to  blame:  The 
syndrome  is  at  work.  Assume  she 
finally  shoots  him  as  he  lies  drunk  and 
unconscious,  since  she  fears  for  her 
life  when  he  awakes,  even  though  he 
presents  no  imminent  danger  to  any- 
one else.  She  still  ought  to  enjoy  the 
protection  of  the  law  of  self-defense,  it 
is  argued,  because  the  syndrome  has 
made  her  more  sensitive  to  danger. 

Interestingly,  the  same  court  that 
rejected  Brenda  Aris'  appeal  did  agree 
that  expert  testimony  on  battered 
woman  syndrome  should  be  admissi- 
ble in  murder  cases.  And,  up  to  a 
point,  who  could  disagree.^  Denuded 
of  its  pseudoscientific  garb,  some  ver- 
sion of  battered  woman  syndrome 
may  have  been  at  work  in  the  courts 
for  years,  motivating  jurors  to  acquit 
women  who  kill  violent  men — and 


not  only  women:  New  York's  Bern- 
hard  Goetz  proved  that  American  ju- 
ries can  be  remarkably  sympathetic  to 
defendants  who  shoot  to  protect 
themselves. 

But  where  do  you  draw  the  line.'' 
It's  one  thing  to  rely  on  the  decent 
instincts  of  12  randomly  selected 
Americans  to  know  when  someone 
who  has  not  stricdy  followed  the  rules 
of  self-defense  should  nonetheless  go 
free.  It's  quite  another  to  swallow 
trendy  legal  theory  undiluted — as  for- 
mer governor  Richard  Celeste  of 
Ohio  and  Governor  William  Schaefer 


of  Maryland  found  out. 

In  late  1990,  just  before  leaving 
office.  Celeste  commuted  the  sen- 
tences of  28  women  who  had  been 
convicted  of  crimes,  including  mur- 
der, directly  related  to  their  having 
been  battered.  Three  months  later, 
Governor  Schaefer  released  8  women 
convicted  of  killing  or  assaulting  their 
partners.  At  first  the  decisions  were 
widely  hailed.  Then  troubling  facts 
began  to  bubble  up  in  some  cases  that 
suggested  the  possibility  of  premedi- 
tated murder.  At  least  one  of  the 
Ohio  women  had  allegedly  contract- 
ed to  murder  her  mate.  And  one  of 
the  Maryland  women,  Bernadette 
Barnes,  had  hired  an  assassin  to  kill 
her  husband. 

Kathryn  Beck,  an  attorney  helping 
to  coordinate  the  clemency  petitions, 
insists  her  group  has  "tried  to  do  as 
complete  a  screening  as  possible." 
Maybe,  but  in  these  days  when  it  is 
fashionable  to  blame  the  victim  for  the 
crime,  let's  hope  that  California  Gov- 
ernor Wilson  doesn't  get  so  carried 
away  with  the  holiday  spirit  that  he  fails 
to  examine  the  petitions  more  soberly 
than  his  Ohio  and  Maryland  counter- 
parts took  the  trouble  to  do.  ^M 


Over  the  past  year,  The 
Equitable  and  its  subsidiaries 
have  been  adding  to  the  assets  they 
manage  by  an  average  of  better  than  a 
bilhori  dollars  a  month.  Today  they  total  nearly 
$150  billion. 

Almost  all  of  our  growth  has  come  in  the 
form  of  assets  entrusted  to  us  by  third  parties. 
The  amount  we  manage  for  others  has 
increased  to  $100  billion  -  including  $50 
billion  in  the  last  five  years  alone.  The  annu- 
alized fee  base  on  these  third-party  assets 
now  stands  at  approximately  $400  million. 

THE 


It's  a  sign  that  top  business 
people  trust  our  investment  pro- 
fessionals to  produce  consistently 
superior  results.  We  are  strongly  commit- 
ted to  ensuring  that  their  confidence  remains 
extremely  well  placed. 

To  learn  more  about  the  strength  in  The 
Equitable's  numbers,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A, 
New  York,  NY  10019. 

The  Equitable  Companies  Incorporated  is  traded  on 
the  NYSE  under  the  symbol  EQ. 


EQUITABLE 

STRENGTH  IN  NUMBERS 


Jm. 
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Fabless  chip  companies  have  engineers 
and  marketers  but  no  factories. 
Bnefly  they  flourished, 
but  they  overlooked  something. 

Score  one  for 
vertical  integration 


By  Julie  Pitta 

Almost  unnoticed  in  last  year's 
headlines  about  how  the  U.S.  semi- 
conductor industry  has  gained 
ground  against  the  Japanese  in  sales 
volume  was  one  bit  of  curious  news:  A 
lot  of  the  smaller  chip  companies 
missed  the  revival.  The  leaders  in  the 
turnaround  were  old  names  like  Intel 
and  Motorola,  not  newer  ones  like 
Chips  &  Technologies,  Altera  and 
Weitek. 

The  new  generation  of  chip  pro- 
ducers was  spawned  in  the  mid- 
1980s,  when  the  U.S.  chip  industn^ 
was  mired  in  its  worst  slump.  The 
newcomers'  strategy  was  fabless  pro- 
duction. Meaning:  Don't  invest  in 
costly  fabrication  lines  to  compete 
with  chipmakers  in  the  Far  East.  In- 
stead, capitalize  on  U.S.  strengths  in 
design  and  marketing.  Let  the  Japa- 
nese make  the  stuff;  we'll  design  it  and 
reap  most  of  the  profit. 

Why  not.^  The  fashion  business 
works  well  that  way.  Liz  Claiborne's 
ciesigns  may  be  American  as  apple  pie, 
but  much  of  the  stuff  is  made  abroad, 
mostly  in  Asia  by  Asians.  Since  a  chip 
fabrication  plant  can  cost  about  $500 
million  to  build,  dispensing  with 
manufacturing  made  sense. 

For  a  while  the  fabless  companies 
thrived,  benefiting  from  the  low  cost 
of  entiy.  Chips  &  Technologies,  the 
most  successfiil  of  this  group,  reached 
nearly  $300  million  in  sales  in  1990. 
Smaller  companies  like  Weitek  and 
Altera  Corp.  reported  handsome 
profits. 

But  these  fabless  ones  were  left 
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behind  in  the  latest  surge.  Why.^ 

Companies  that  live  by  low  entry 
barriers  also  die  by  them.  Chips  & 
Technologies  made  a  resounding  suc- 
cess of  its  first  business — selling  logic 
chips  that  connect  a  personal  comput- 
er microprocessor  to  peripherals  like 
disk  drives.  But  if  the  business  was 
cheap  to  get  into,  others  could  get  in. 


LEFT: 

Arthur  Collmeyer, 

Weitek  chairman 

and  chief  executive 

No  factory  meant 

losing 

a  big  customer, 

Sun  Microsystems. 


too — and  did.  By  1989  there  wen 
more  than  30  tiny  outfits  making  chip 
sets  similar  to  those  sold  by  Chips. 

For  Intel,  the  giant  integrated  chip 
firm,  ('hips  &  Technologies'  early 
success  was  too  good  to  ignore.  Intel 
incorporated  the  functions  that  had 
been  performed  by  C'hips  products  in 
its    next    microprocessor,    the    386. 

Forbes  ■  Jamiarv  18,  IW.^ 


Never  mind,  Chips  would  clone  In- 
tel's lucrative  386;  in  1991  it  sent  its 
knockoff  design  to  Texas  Instruments 
to  be  fabricated.  Chips  had  to  wait  14 
weeks  to  get  the  first  chips  off  the  Ti 
manufacturing  line.  In  that  short 
span,  prices  for  386  microprocessors 
collapsed,  from  an  average  of  $112  to 
$60.  Chips  had  missed  the  best  part  of 
the  market. 

"It's  difficult  to  do  batde  with  the 
giants  and  win,"  sighs  Gary  Martin,  a 
vice  president  at  Chips  &  Technol- 
ogies. "We  were  buying  wafers  at  a 
given  price,  but  didn't  know  what  the 
selling  price  would  be  a  couple  of 
months  later."  In  the  year  ended  June 
30,  Chips  &  Technologies  lost  $57 
million  on  revenues  of  $141  million. 

Weitek  has  a  similar  tale.  It  started 
out  making  math  coprocessors,  which 
are  specialized  calculators  that  go  in 
engineering   workstations.    Weitek's 


bestseller  was  a  coprocessor  for  Sun 
Microsystem's  Sparc  workstation.  Be- 
tween 1985  and  1990  Weitek's  sales 
more  than  tripled,  to  $58  million, 
with  Sun  accounting  for  more  than 
40%  of  the  volume. 

Then  Sun  decided  it  wanted  to 
design  all  the  chips  itself  rather  than 
depend  on  an  outsider  like  Weitek.  If 
Weitek  could  be  a  fabless  chip  compa- 
ny, then  so  could  Sun.  Sun  farmed  out 
fabrication  of  its  math  coprocessor  to 
Texas  Instruments.  "We  could  have 
stayed  in  the  equation  had  we  owned 
a  factory,"  says  Weitek's  chief  execu- 
tive, Arthur  CoUmeyer.  In  fiscal  1991 
Weitek  posted  a  loss  of  $5  million  on 
sales  of  $39  million. 

When  chip  manufacturing  capacity 
was  sitting  idle  and  the  industry  was 
losing  money,  finding  a  partner  to 
manufacture  a  new  design  was  easy. 
Now  that  the  mdustry  is  making  more 


ABOVE: 

Altera  President  Rodney  Smithi 
Are  its  glory  days  behind  it? 

LEFT: 

Chips  &  Teclinologies  CInief 
Gordon  Campbell 

Cauglit  in  tlie  cross  fire  between 
Intel  and  Advanced  Micro  Devices. 


money,  hiring  a  fabricator  is  not  so 
easy,  at&t  announced  last  spring  that 
it  would  no  longer  fabricate  chips  for 
outsiders.  In  the  process,  it  even  cut 
off  Sundisk,  a  customer  in  which  AT&T 
owns  an  equity  stake. 

Intel  will  open  a  new  plant  by  mid- 
year that  will  make  up  to  20,000 
wafers  a  month,  each  with  several 
hundred  chips.  Even  so,  Intel  has 
discontinued  fabricating  chips  for 
others. 

Altera  Corp.,  which  designs  and 
markets  programmable  logic  devices, 
attempted  to  assure  itself  of  fabricat- 
ing capacity  by  buying  25%  of  a 
Round  Rock,  Tex.  plant  owned  by 
Cypress  Semiconductor.  But  Cypress 
had  trouble  getting  the  plant  run- 
ning, and  littie  Altera  paid  a  price.  The 
problem  took  nearly  a  year  and  a  half 
to  resolve. 

"We  were  constrained  in  our  ability 
to  ship  products  for  all  of  1991,"  says 
Altera  President  Rodney  Smith.  Al- 
tera remains  solidly  profitable,  post- 
ing $9.5  million  in  net  income  on 
revenue  of  $75.4  millicn  for  the  nine 
months  ended  Sept.  30,  but  its  sales 
have  flattened  and  Altera's  stock  has 
dropped  from  a  peak  of  36  early  last 
year  to  a  recent  1 1 . 

"The  littie  guys  are  getting 
squeezed,"  complains  Weitek's  CoU- 
meyer. "The  big  guys  are  keeping 
their  plants  to  themselves."  What 
looked  like  a  smart,  low-capital  way  to 
do  business,  it  turns  out,  is  not  neces- 
sarily a  viable  way  to  do  business  in  the 
long  rim.  ^ 
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THE  SOFTWARE  HORIZON 


COMPUIERS/COMMUNICATIONS 


A  happy  stoiy 
about  Russian 
software 


Joseph  R.  Garber  is  a  management 
consultant  with  A.T.  Kearney  Inc.  in 
Redwood  City,  Calif. 


Naum  Staroselsio^  is  that  rare  crea- 
ture, a  Soviet  scientist  who  success- 
fiilly  turned  capitalist,  but  he  had  to 
come  to  the  U.S.  to  do  it.  After  16 
years  as  a  Soviet  expert  on  turbine 
controls,  he  managed,  in  1974,  to 
get  his  exit  visa.  Settling  in  Des 
Moines,  Iowa  he  started  Compres- 
sor Controls  Corp. 

Staroselsky's  particular  expertise 
revolves  around  compressors — big- 
ticket,  industrial -strength  machiner)^ 
used  to  pressurize  and  move  gasses  in 
refineries,  gas  pipelines  and  steel 
mills.  Despite  their  size  and  power, 
compressors  are  finicky  beasts.  Any 
number  of  conditions — a  change  in 
gas  mix,  a  fluctuation  in  power — can 
result  in  what's  called  "compressor 
surge."  In  a  matter  of  milliseconds, 
the  flow  of  gas  reverses  itself  What's 
moving  the  right  way  suddenly  starts 
to  move  the  wrong  way. 

Naum  Staroselsky  realized  that 
what  goes  on  in  the  guts  of  a  compres- 
sor can  be  mathematically  modeled. 
It's  all  physics.  The  variables  are 
many,  and  the  interactions  complex, 
but  ultimately  the  conditions  leading 
to  a  surge  can  be  described  with  a 
handfiil  of  equations. 

That  was  an  important  discovery. 
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At  a  minimum,  the  surge  will  bring  a 
production  line  to  a  screeching  halt 
for  a  few  minutes.  Worst  case,  the 
surge  will  mangle  the  compressor  so 
badly  that  it  takes  days  to  repair. 
When  that  happens,  a  factor)'  might 
shut  down. 

Staroselsk)%  joined  by  steadily 
growing  numbers  of  talented  Soviet 
refuseniks — graduates  of  such 
schools  as  the  Leningrad  Polytechni- 
cai  Institute — tackled  the  task  of 
putting  his  discover}'  into  a  black 
box.  What  can  be  reduced  to  equa- 
tions can  be  programmed  in  soft- 
ware. The  software  can  control  com- 
pressor hardware — valves,  mainly. 
Surges  can  be  stopped — and,  as  a 
dividend,  compressors  can  be  run 
closer  to  the  redline,  increasing  effi- 
ciency and  output. 

By  1978  Staroselsky  and  his  col- 
leagues had  perfected  their  first 
surge-controlling  machine,  but  kept 
upgrading  it.  The  latest  version,  an- 
nounced in  August,  combines  some 
off-the-shelf  temperature  and  pres- 
sure sensors,  a  British-made  Trans- 
puter microprocessor  and  a  tiny 
chunk  of  software  that  fits  into  a 
mere  25  kilobytes  of  memory — less 
than  you  would  find  in  a  hand-held 
electronic  organizer.  For  this  pack- 
age— and,  more  important,  for  all 
the  know-how  and  on-site  engineer- 
ing that  goes  with  it — Compressor 
Controls  gets  revenue  of  $60,000  to 
$100,000  per  order. 

How  can  anybody  get  that  kind  of 
money  for  an  electronic  box?  Be- 
cause that  box  pays  for  itself  in  short 
order.  I  and  my  colleagues  recently 
spoke  to  a  large  number  of  Starosel- 
sky's customers.  Not  one  of  them  has 
experienced  a  minute's  worth  of 
surge -related  downtime  since  install- 
ing a  Compressor  Controls  system. 


On  a  scale  of  1  to  5,  83%  of  those 
customers  rated  the  company's  prod- 
ucts as  5.  No  fewer  than  98%  of  the 
customers,  having  already  bought  not 
inexpensive  packages,  want  to  buy 
more.  The  overwhelming  majorit}'  of 
the  customers  to  whom  we  spoke 
could  not  name  Compressor  Con- 
trols' competitors. 

Any  complaints?  Besides  complain- 
ing about  Compressor  Controls' 
price  list,  a  handfiil  of  customers 
aren't  all  that  happy  about  having  to 
deal  with  heavily  accented  engineers 
who  sometimes  do  not  understand 
how  American  business  operates.  But 
by  almost  any  standard  the  business  is 
a  rousing  success,  proof  that  Soviet- 
trained  people  can  indeed  cut  it  in  a 
capitalist  societ)'. 

First,  Compressor  Controls  fo- 
cused on  a  soft^vare  niche  small 
enough  not  to  attract  a  lot  of  compe- 
tition but  important  enough  to  justify 
a  large  price.  This  is  not  softAxare  that 
controls  blinking  neon  lights;  it  is 
soft^vare  on  which  hangs  millions  of 
dollars'  worth  of  machiner)'. 

Second,  Compressor  Controls  de- 
livers the  goods.  The  most  widely 
used  version  of  the  system  samples 
conditions  within  a  compressor  200 
times  a  second;  the  new  generation 
product  runs  at  four  times  that  rate. 
The  company's  18  field  engineers 
transform  the  business  from  one  of 
selling  mere  boxes  into  one  of  selling 
engineering  services.  Qualit\'  systems 
and  qualit)'  services  are  an  unbeatable 
combination. 

No,  you  can't  buy  stock  in  Staro- 
selsky's enterprise.  It  has  already  all 
been  bought,  for  $35  million,  by 
Roper  Industries,  a  Commerce, 
Ga. -based  manufacturer  of  pumps 
and  industrial  controls.  (Roper  it- 
self went  public  last  year  and  trades 
over-the-counter.)  When  the 
buyout  was  announced.  Roper's 
stock  took  a  nice  bump  upward. 
Staroselsky,  59,  and  his  colleagues 
have  every  incentive  to  deliver  on 
the  market's  expectations  of  an 
earnings  boost  to  Roper  from  the 
acquisition.  Their  deal  with  Roper 
involves  a  fair  amount  of  stock. 

Let's  hope  there  are  more  entrepre- 
neurs where  Staroselsky  came  from. 
Such  entrepreneurs  could  be  the  sal- 
vation of  Eastern  Europe  and  a  boon 
to  the  whole  world.  IB 
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RICOH  SHAHERS  THE  BARRIER 
BETWEEN  PERFORMANCE  ANO  ECONOMY 


RICOH  F7 87  80 


Ricoh  rewrites  the  rules  for  touch  screen  technology. 
Introducing  two  new  high  volume  copying  systems.  The  FT8880 
and  the  FT8780.  Each  uniquely  versatile.  Both  surprisingly  affordable. 

Ricoh's  new  high  volume,  touch  screen  copiers  are  so 
easy  to  use  that  they  make  your  entire  company  more  productive. 
g   And  quick.  80  copies  per  minute.  A  remarkable  5,050 
•^  sheet  capacity  lets  you  run  far  bigger  jobs  and 

l|i  -  !_  just  walk  away.  Three  paper  sources  make 

^  f^    it  simple  to  make  transparencies,  insert 

slip  sheets  ancfadd  covers.  And  finish 
the  job  with  your  choice  of  three 
•r-'-^h  '   Stapling  options.  All  programmed 
■    ^^^ instantly  at  the  touch  of  a  screen. 

I        But  the  real  breakthrough  of  the 
new  Ricoh  touch  screen  copiers  is 
their  price.  Ricoh  offers  both  the 
FT8880  and  the  FT8780  for  far  less  than  you  probably  paid  for 
the  old  high  volume  machine  you're  using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH  ext.  1412. 

The  new  Ricoh  touch  screen.  Look  into  it. 
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RICOH  FT8880 


THE   NAME  TO   KNOW 


Kicei 

1-800-63-RICOH 
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1992  Ricoh  Corporation. 


The  power  to  mj 
Not  to  mentio 


e  mountains 

the  CEO. 


troducing  the  ultimate  in  peak  perform- 
ice.  Four  new  IBM  Ultimedia™  systems  that 
e  part  of  the  broadest  and  most  power- 
1  line  of  multimedia  computers  available. 


\^  Feature 
Ddel^~"~~\^ 

Processor/ 
Speed 

Hard 
Drive 

Memory 

Integrated 

Front  Audio 

Panel 

M57 
386  SLC  " 

386  SLC 
20  MHz 

160MB 

8MB 

expandable 

to  16MB 

Yes 

M57 
486SLC2 

486SLC2 
50/25  MHz 

212MB 

8MB 

expandable 

to  16MB 

Yes 

DVM57 
486SLC2 

486SLC2 
50/25  MHz 

212MB 

8MB 

expandable 

to  16MB 

Yes 

M77 
486 

486SX 
33  MHz 

212MB 

8MB 

expandable 

to  32MB 

Yes 

M77 
486DX2 

486DX2 
66/33  MHz 

212MB 

8MB 

expandable 

to  32MB 

Yes 
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ill-fledged  PS/2®s  that  can  also  run  hun- 
eds  of  multimedia -enabled  applications 
ready  out  there.  And  thousands  more  to  come. 
Our  newest  systems  offer  integrated 
Itimedia  functions  for  a  variety  of  individ- 
1,  departmental  and  enterprise -wide  uses, 
lere  are  Ultimedia  systems  for  everything 
)m  corporate  training  and  presentations  to 

PS/2  and  OS/2  are  registered  trademarks  and  Ultimedia,  HelpWare  and  SLC  are 
emarks  of  InternationaT  Business  Mactiines  Corporation.  Windows  is  a  trademark  of 
osoft  Corporation.  ©  ©92  IBM  Corp. 


adding  basic  audio  and  video  to  spreadsheets, 
E-mail  and  a  range  of  business  applications. 
They're  easy  to  install  and  use,  compatible 
with  most  existing  hardware  and  software, 
and  easily  connected  into  most  existing  net- 
works. And  since  they're  fully  integrated, 
ready- to -run  systems,  IBM  Ultimedia  is  a 
cost-effective  way  to  harness  the  power  of 
multimedia. 

All  new  Ultimedia  systems  are  upgrad- 
able and  expandable,  support  CD-ROM  XA 
titles  and  come  with  a  CD  library  of  applica- 
tions and  demos.  OS/2®  2.01,  MMPM/2, 
DOS  5.0  and  Windows™  3.1  are  pre -installed. 
And  all  new  models  are  backed  by  HelpWare — 
a  range  of  service  and  support  that's  king  of 
the  hill,  with  a  three -year,  on-site  warranty 
and  more. 

To  find  out  how  IBM  Ultimedia  can  help 
you  do  some  moving  and  shaking, 
call  1  800  426-9402,      . 
ext.  U42. 


That's  no  mouse.  It's  a  microph<  ie, 
and  it  conies  tvilh  all  our  new  systems. 
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Telephony 
unbottlea 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattdn 
Institute,  is  the  author  of  Galileo's  Revenge.- 
Junk  Science  in  the  Courtroom  (Basic  Books). 


Think  of  it  as  a  hundred-billion- 
dollar  metaphor.  "The  botdeneck"  is 
the  twisted  pair  of  copper  wires  that 
runs  from  your  telephone  through 
the  local  exchange  and  on  a  mile  or 
two  before  reaching  out  into  cyber- 
space. You  can't  carry  phone  calls 
from  Seattle  to  Miami  without  pass- 
ing through  the  bottleneck.  You  can't 
provide  home  banking  or  airline  res- 
ervations, either.  Which  means  that 
local  telcos  must  be  regulated,  legis- 
lated and  litigated  into  submission,  so 
that  they  won't  "leverage"  the  bot- 
deneck  into  other  markets.  That,  at 
least,  is  what  various  lobbyists,  regula- 
tors and  federal  judges  have  earnestly 
argued  now  for  many  years.  The  rules 
for  competition  in  a  huge  array  of 
telecommunications  markets  are  still 
based  on  bottleneck  logic. 

But  people  who  back  their  convic- 
tions with  money,  rather  than  legal 
paper,  have  been  placing  some  very 
different  bets  lately.  They  know  the 
well-dressed  bottleneck  theory  is 
being  mugged  by  a  vicious  gang  of 
new  facts. 

In  early  November  AT&T  an- 
nounced what  for  all  practical  pur- 
poses is  an  acc^uisition  of  McCaw 
Cellular.  A  few  weeks  later,  Denver's 
Tele-Communications  Inc.,  the  na- 
tion's biggest  cable  TV  company,  an- 
nounced plans  to  supply  up  to  500 
digital  video-size  channels  to  its  10 


million  subscribers  within  a  few  years. 
Meanwhile,  TV  Answer  of  Reston,  Va. 
is  pressing  ahead  with  a  plan  to  put  a 
radio  on  top  of  your  T\'  set  that  will  let 
you  order  a  pizza  or  balance  a  check- 
book from  the  comfort  of  your  couch, 
with  nar)^  a  telephone. 

My  views  about  all  this  are  un- 
doubtedly biased:  I've  done  consult- 
ing work  for  a  law  firm  that  represents 
the  regional  Bell  companies,  and  I 
recently  published  a  study  (Tlje  Geo- 
desic Network^  1993)  that  analyzes 
these  issues  at  length.  Still,  the  facts 
seem  to  speak  for  themselves. 

We  are  seeing,  first  of  all,  a  massive 
repositioning  of  wire  and  radio.  When 
the  Bell  breakup  was  appro\'ed  in 
1982,  MCI  was  feverishly  building  a 
microwave  network.  Government 
lawyers  concluded  that  the  long  dis- 
tance, radio-based  market  was  com- 
petitive, while  the  local,  landline  net- 
work remained  a  monopoly.  AT&T  was 
carx'ed  up  accordingly.  But  even  as  the 
ink  was  diying  on  the  divestiture  de- 
cree, the  microwave  towers  were  be- 
ing dynamited  to  the  ground.  The 
long  distance  network  was  being  tak- 
en over  by  fiber  optic  glass. 

While  long  distance  radio  facilities 
were  giving  way  to  new  wires,  local 
wires  were  being  challenged  by  new 
radios.  In  1984  cellular  systems 
served  only  92,000  customers.  Make 
that  1 0  million  today,  and  growing  at 
20%  or  more  a  year.  Digital  radio  will 
soon  replace  analog  technology  in 
existing  cellular  networks,  and  this 
will  bring  about  a  tenfold  increase  in 
carrying  capacity.  Soon  to  come:  a 
new  generation  of  low-power  cellu- 
lar called  "personal  communications 
services,"  or  PCS.  The  Federal  (Com- 
munications Commission  has  al- 
ready authorized  (wer  150  experi- 
mental licenses  to  test  res,  and  has 
floated  a  proposal  to  license  either 
four  or  five  pro\'iders  of  pes  in  every 
geographic  market.  Monopoly?  Bot- 
tleneck? Hardly.  The  current  cellular 


carriers  (two  per  market)  use  a  total 
of  50  megahertz  of  spectrum;  the  FCC 
has  proposed  allocating  220  mega- 
hertz of  new  spectrum  for  pes  and 
other  new  radio  technologies,  pes 
will  probably  penetrate  40%  of  the 
U.S.  residential  market  by  the  end  of 
the  "decade. 

This  new  competition  in  local  tele- 
phony could  spell  real  trouble  for 
anyone  assuming  that  the  telcos  still 
ha\'e  monopoh'  power.  Look  at  the 
economics.  The  established  cellular 
carriers  have  invested  about  $10  bil- 
lion so  far  in  plant  and  equipment 
(excluding  what  they  paid  for  li- 
censes), or  about  $1,000  per  sub- 
scriber. Digital  radio  promises  a  vast 
increase  in  capacit)',  at  modest  addi- 
tional cost.  PCS  will  be  even  cheaper. 
By  comparison,  it  costs  at  least  $  1 ,500 
to  install  a  copper  connection,  and 
those  costs  aren't  declining  at  all.  GTt: 
recently  announced  that  in  Quitaciue, 
Tex.  it  would  replace  wires  entirely 
with  an  all-digital  radio  service. 

AT&T  understands  the  competitive 
implications  of  these  developments  as 
well  as  anyone.  AT&T  in  1991  won 
licenses  to  conduct  PCS  trials  in  Bos- 
ton, Los  Angeles  and  Atlanta,  and 
recently  applied  for  exclusive  ("pio- 
neer") licenses  to  ser\'e  the  countiy's 
70  largest  urban  areas,  .at&t  cheerful- 
ly noted  in  its  application  that  it  is  well 
positioned  to  deploy  a  pc:s  system, 
since  it  has  on  hand  a  collection  of 
land,  towers  and  buildings,  once  used 
for  microwa\'e  links  but  not  yet  dyna- 
mited. Why  not  use  them  for  the  new 
cellular  format?  The  McCaw  deal,  of 
course,  is  another  end  run  around  the 
local  telcos. 

Tci's  500-channel  cable  is  the  larg- 
est of  the  straws  being  rammed 
through  tiie  neck  of  the  old  bottle. 
C-able  now  passes  over  90%)  of  U.S. 
households;  cable  companies  are 
leading  inxestors  in  PCS  systems;  and 
Ai&i  (again)  has  been  a  key  player  in 
developing  the  digital  cable  technol- 
ogy behind  rci's  500  ciiannels. 

With  cataracts  of  new  cable  capacity 
pouring  into  the  local  loop,  and  new- 
generation  wireless  systems  surging 
all  around,  the  neck  of  the  old  bottle 
isn't  what  it  used  to  be.  Sooner  or 
later,  policymakers  will  ha\e  to  take  a 
new  look  at  their  monopoly  theories. 
The  old  metaphor  is  being  fast  oxer- 
taken  by  technology.  WM 
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From  Surf 


To  Turf 


We  don't  make  a  lot  of  the  products  you  buy. 
We  make  a  lot  of  the  products  you  buy  better. 


From  catching  a  ride  on  the  perfect  wave,  to 
amber  waves  of  grain,  BASF  is  there. 

Our  materials  are  used  to  make  sports  equipment 
like  surfboards  and  helmets.  They  also  form  the 
packaging  that  protects  computers  and 
electronics  from  wipeouts. 


7992  BASF  Corporation. 


By  weeding  out  weeds,  BASF  agricultural 
products  help  growers  raise  crops  that  reach  their 
peak.  We've  found  it  to  be  fertile  ground. 

For  a  free  booklet  describing  what  BASF  is  up  to 
these  days  call  1-800-669-2273.  In  improving  the 
products  you  buy  we  cover  a  lot  of  turf. 


BASF 


PERSONAL  AFFAIRS 


EDinD  BY  WILLIAM  G.  FUUUGAN 


Frequent  flier  programs  really  started  something. 
Now  the  airlines,  hotels  and  credit  card  folks  shower 
customers  with  cash,  annuities,  computers  and  car  discounts. 


The  great 
giveaway 


By  Brigid  McMenamin 

THERE'S  A  freebie  war  raging  among 
airlines,  hotels,  car  renters  and  credit 
card  issuers.  Examples: 

If  you  fly  business  class  on  Aer 
Lingus  from  New  York  to  Europe  and 
back,  you  will  get  a  free  coach  ticket 
good  for  a  round  trip  to  and  from 
Ireland  or  Britain.  Fly  business  class 
twice  and  you  will  get  a 
check  for  S500.  Make  three 
trips  and  you  collect 
$1,000.  Of  course,  you  do 
have  to  stop  in  Ireland, 
which  adds  about  2V2  hours 
to  the  New  York/London 
run,  but  you  can  spend  the 
time  browsing  or  shopping 
in  a  dut\'-free  shop. 

Fly  South  African  Air- 
ways first  or  business  class 
to  Africa  and  your  spouse 
goes  along  in  the  same  class 
for  half  price. 

Until  Mar.  31,  1993,  ev- 
ery time  you  fly  Virgin  At- 
lantic Upper  Class  from  New  York  to 
London,  you  earn  enough  frequent 
flier  miles  for  a  round-trip,  economy 
seat  to  London. 

Hotels  are  heavily  into  giveaways. 
At  The  Peninsula  Beverly  Hills,  for 
example,  ever\'  guest  gets  a  gift:  certifi- 
cate worth  S50  at  Carroll  &  Co.,  a 
chic  men's  store  on  Rodeo  Drive. 

Hyatt  awards  its  club  members  five 
points  for  every  dollar  spent  under  a 
Hyatt  roof.  The  points  are  redeem- 
able for  free  nights  at  any  Hyatt  hotel 
in  the  world.  Rack  up  300,000  points 
(there's  no  time  limit)  and  you  can  get 
a  ten-day  stay  at  the  Grand  Hyatt 
Wailea  on  Maui  with  all  kinds  of 
goodies  thrown  in,  including  two  free 
round-trip  airline  tickets,  free  car  and 


free  breakfast. 

Stouflfer  Hotels  and  Resorts  will 
stuff  savings  bonds  in  your  suitcase  if 
you  stay  with  them  often  enough. 

Holiday  Inn  Worldwide's  Priority 
Club  members  get  25  points  every 
time  they  rent  a  Hertz  car  at  fijll  rates, 
and  through  1993,  they  get  1  point 


for  ever)'  dollar  spent  on  a  room  at  a 
Crownc  Plaza  or  Holiday  Inn. 
Awards  include  a  three-day  tour  of 
castles  in  the  Bavarian  Alps  (18,400 
points),  three  nights  in  Cancun,  Mex- 
ico (11,500  points),  a  Magnavox 
386SX  computer  (29,325  points),  a 
Canon  8mm  Camcorder  (20,550 
points). 

Every  time  you  rent  a  car  from  Avis 
or  Thrifty  or  spend  a  night  at  a  Shera- 
ton Hotel  anywhere  in  the  world,  you 
can  rack  up  ITT  Sheraton  Club  Inter- 
national points. 

Besides  frequent  flier  miles,  some 
car  rental  firms  have  additional  incen- 
tives. Through  Mar.  31,  Dollar  and 
General  award  a  $50  U.S.  Savings 
Bond  for  every  four  rentals  (with  at 


least  one  from  General)  of  a  compact 
or  larger  Chrysler  car.  Fifty  rentals  is 
good  for  a  $1,000  U.S.  Savings 
Bond — in  addition  to  the  frequent 
flier  mileage  awards. 

If  you  have  a  MasterCard  issued  by 
GM,  you  get  a  nickel  credit  for  even,' 
dollar  you  spend,  up  to  a  maximum  of 
$500  a  year.  That  credit  can 
be  applied  to  the  purchase 
or  lease  of  any  new  gm  car 
(except  the  Saturn).  You 
can  let  the  credit  ride  for  up 
to  seven  years — a  possible 
$3,500  total  savings  on  a 
new  GM  car.  Two  million 
people  have  signed  up  for 
the  card. 

Here's  another  bonus  for 
consumers:  Looking  for  a 
novel  way  of  adding  to  your 
retirement  nest  egg?  An 
outfit  called  start  ("Save 
today  and  retire  tomor- 
row") fijnnels  a  percentage 
of  the  retail  price  of  a  variety'  of  prod- 
ucts and  services  into  a  retirement 
account  for  the  buyer.  Vendors  now 
include  Mci,  Club  Med,  Hertz,  Gen- 
eral Electric  Capital,  Eddie  Bauer  and 
Spiegel,  among  others.  The  figure  4s 
1%  on  the  first  $1 ,000  you  spend  each 
year;  3%  on  the  next  $1,000,  and  6% 
on  anything  over  $2,000.  So  if  you 
spend,  say,  $10,000  a  year  on  prod 
ucts  and  services  from  the  vendors 
mentioned  above,  you'll  generate  a 
credit  of  $520.  At  an  industry  average 
of  about  8%,  investments  of  $520  a 
year  over  ten  years  would  produce  a 
nest  egg  worth  over  $7,500.  The 
more  you  spend,  the  more  you  sa\e. 

it's  truly  wonderful,  this  ct)nsuiiKr 
society.  ^ 
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leather,  airbag,  anU-l^ brakes., 
Icou^'ue  spent  thousands  more, 
bttthhjfr' 


Get  behind  the  wheel  of  the  new  Pontiac  Bonneville® 
and  the  answer's  clear.  Especially  when  you  get  the 
handling  of  its  4-wheel  independent  suspension 
and  the  power  of  its  smooth  3.8  liter  engine 
There's  even  standard  antk-lock  brakes,  a  standard 
airbaf  and  rich,  available  leather  seating  areas. 
Compare  Bonneville  to  Lexus  or  BMW  and 
you're  talking  at  least  $WMO  to  $15,000  less*  l\lo 


litMrfilihviiilHFiinii4ni 


"ElBst  Buy"  for  the  second  yea^  in  a  row.  If  this  is  your 
kind  of  driving  excitement  visit  your  PoiHiac  dealer  or 
call  1-800-7B2-4900  for  more  information: 


The  New  Bonneinlle, 


"UX^if' 


/PONTIAC 

,  Wi=  ARE  DRIVING  EXCITE/ 


^l 


\:~^ 


u 


PONTIAC  CARES. . .  with  an  extensive  3-year/36,000-mile, 
PotsmAc  ffo-deductible  Umited  Wanmitjf,  24-lwu-  Roadside  Ass^tance 
/!^H^  and  Courtesy  Transportation.  See  your  dealer  for  details. 


psg,  'Based  on  MSRP  of  Lexus  LSm.  BMW  5  and  7  Series.  Level  of  equipment  varies. 
,  **  d] ,  Buckle  Up.  AmeriMiC  1992  EM  Corp.  All  rights  resenmL 
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)  1992  American  Express  Travel  Related  Services  Company,  Inc 


In  1931,  my  father  opened  Harry's  Bar  in 
a  place  nny  nnother  found.  I  believe  this 
place  showed  his  genius  for  elegance  and 
for  simplicity.  It  was  a  simplicity  of  spirit 
and  lightness  that  never  imposed  anything 
on  the  customer  Harry's  Bar  became  quite 
famous,  but  my  father  always  said  that 


U 


that  a  good  martini  should  be  mixed 
15  to  1— the  same  ratio  Field  Marshal 
Montgomery  insisted  on  when  fighting  the 
enemy.  So  when  he  swung  through  the 
door  of  Harry's  Bar  he  would  call  out,  "Give 
me  a  Montgomery." 

Hemingway  traveled  often  and  he  valued 


earnest  dtemingivay  named  one  of  my  fatners  drinks, 
llCy  father  had  a  few  names  for  ijtemingway,  too. 


people  would  come  not  because  we  were 
famous,  but  because  we  gave  them  our  best. 
Ernest  Hemingway  woulQ  often  come 
and  stay  for  hours.  He  came  because  it 
was  a  comfortable  place,  and  because 
everyone  was  treated  well  here.  Hemingway 
loved  martinis.  One  day  he  told  my  father 


■^J- 


his  haunts.  I  believe  people  who  appreciate 
a  place  like  Harry's  Bar  are  inclined  to  visit 
more  places  and  to  see  more  of  the  world. 
I  think  that  having  the  American  Express® 

Card,  the  world  becomes  smaller. 

Harry  Cipriani 

Owner,  Harry's  Bar 

Venice,  Italy 
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Don't  Leave  Home  Without  lt.~ 


COLLECTORS 


PERSONAL  AFFAIRS 
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If  you  buy  something  in  a  commercial  art 
gallery,  make  darned  sure  you  love  it,  because  it 
might  not  have  much— if  any— resale  value. 
Despite  what  the  salespeople  may  tell  you. 

Resoirt  airt 


By  Christie  Brown 

The  Wally  Findlay  Galleries  is  a 
ven'  pretty  shop,  situated  on  very 
pretty  Worth  Avenue,  in  vety  pretty 
Palm  Beach,  Fla. 

The  gallety  sells  vety  pretty  pic- 
tures, too,  for  vety  pretty  prices.  Take 
the  sofa-size  Paris  street  scene  painted 
by  Constantin  Kluge.  Who?  "Kluge  is 


one  of  the  best  investments  we  have," 
a  salesman  at  the  gallety  assures  us. 
"And,"  he  confides,  "he's  about  to 
die.  He's  in  his  80s."  The  price  for 
Kluge's  dreamv,  pastel -colored  scene: 
$30,000  by  check,  10%  less  in  cash. 

Farther  along  Worth  Avenue  is  the 
Circle  Gallety,  which  also  caters  to  the 


Commercial  art 'jm  I ir  play  at  SimicGallerifc'  '  ■       Mive 

Pretty  art  at  pretty  prices.  But  don't  expect  appreciation. 
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monied  resort  crowd.  Prominently 
featured  is  a  brightly  colored  print, 
entitled  "Odalisque."  It  is  reminis- 
cent of  Henri  Matisse — whose  works, 
are  vety  hot  at  the  moment — -and  was 
done  by  Judith  Bledsoe.  One  of  an 
edition  of  300  prints,  "Odalisque" 
sells  for  $1,200  and  can  be  purchased 
on  the  installment  plan.  Sixty  dollars  a 
month,  for  20  months,  interest-free. 
"Bledsoe  is  vety  well  known,"  coun- 
sels the  salesman.  "Her  paintings  are 
priced  at  up  to  $20,000." 

Well,  yes  and  no.  One  knowledge- 
able auction  appraiser,  formerly  with 
Sotheby's,  estimates  that  Judith  Bled- 
soe's works  would  fetch  about  10%  of 
their  retail  prices  if  sold  at  auction. 
That's  quite  a  spread.  Constantin 
Kluge?  Of  the  handful  of  Kluge  paint- 
ings that  were  sold  at  auction  from 
1990  to  1992,  the  most  expensive 
went  for  just  $7,500. 

"We  get  hundreds  of  calls  from 
people  who  say  they  bought  a  print  by 
Salvador  Dali,  LeRoy  Neiman,  Peter 
Max,  Vasarely,  and  they  want  to  know 
what  can  they  get  for  those  pieces 
now,"  says  Leslie  Hindman,  owner  of 
Chicago's  Leslie  Hindman  Auction- 
eers. "We  say  under  $1,000,  and  the 
person  flips  out  and  says,  T  paid 
$7,000  for  it  and  have  a  certificate  of 
authenticity,  and  I  was  told  it  was 
going  to  appreciate  in  value.'  " 

Welcome  to  the  world  of  commer- 
cial art  galleries.  Granted,  the  line 
between  fine  and  commercial  art  is 
not  always  easy  to  draw,  and  to  some 
collectors  hardly  matters.  But  the 
originality,  esthetics  and  historical 
significance  of  some  works  deem 
them  fine  art  in  the  eyes  of  museum 
curators,  art  critics,  certain  dealers 
and  collectors.  Commercial  art  lacks 
that  consensus.  But  if  you  want  to 
decorate  a  wall  or  match  your  decor, 
there's  nothing  wrong  with  it.  Just 
don't  think  its  value  will  hold,  let 
alone  increase.  Think  of  it  rather  as 
fairly  expensive  wallpaper. 

C'ommercial  art  galleries  tend  to  be 
clustered  where  the  rich  gather,  often 
cheek  by  jowl  with  fine  art  galleries. 
Wealthy  resort  towns  are  ideal  spots: 
Worth  Avenue  in  Palm  Beach,  Rodeo 
Drive  in  Beverly  Hills,  C-anyon  Road 
in  Santa  Fe,  Lincoln  Street  in  C'armel. 
You'll  also  find  them  along  Peachlrce 
Road  in  Atlanta,  Prospect  Street  in  La 
Jolla,  North  Michigan  Avenue  in  ( -hi 
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Featured  offerings  of  the  Hanson  Art  Galleries  on  Rodeo  Drive 
Some  dare  call  it  art—and  who  is  to  say  it  isn't,  if  you  like  it? 


cago  and  East  57th  Street  in  New 
York  City. 

LeRoy  Neiman,  who  gained  popu- 
larity in  Playboy  magazine  in  the 
1960s,  is  the  granddaddy  of  commer- 
cial artists,  famous  for  his  bold, 
brightly  colored  works  featuring 
'gamblers,  girls  and  sporting  events. 
His  paintings  retail  at  anywhere  from 
$5,000  to  $300,000.  Neiman's  limit- 
ed edition  prints— about  100,000  are 
in  circulation — sell  at  com- 
mercial galleries  around  the 
world  for  $2,000  to 
$20,000,  retail. 

"People  bring  in  their 
Neiman  paintings  and  say 
they  paid  $300,000  for  it 
and  what  can  we  get,"  says 
Scot  Levitt,  head  of  paint- 
ings at  Butterfield  &  But- 
terfield  auction  house  in 
Los  Angeles.  "After  we  give 
them  an  auction  estimate  of 
$2,000  to  44,000,  they 
don't  sell."  v 

According  to  Gordon's 
Print  Price  Annual,  which 
tracks  auction  results,  of 
five  Neiman  prints  sold  at 
auction  in  1991,  prices 
ranged  from  $220  to 
$1,100— maybe  5  to  20 
cents  on  the  original  price 
dollar. 

Other  surefire  money- 
losers  are  works  by  celebri- 
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ties.  Paintings  by  actor  Tony  Curtis, 
singer  Donna  Summer  and  comedian 
Red  Skelton  sell  in  Las  Vegas  galleries 
for  up  to  $200,000  each.  Says  Laura 
Nagle,  vice  president  at  Butterfield: 
"Someone  called  me  the  other  day 
who  was  thinking  of  buying  an  An- 
thony Quinn  print  for  $2,000  and 
wanted  an  auction  estimate.  I  told  her 
basically  they  sell  for  under  $500.  It 
could  be  $10." 


LeRoy  Neiman  and  his  Darryl  Strawberry 

Very  popular,  very  expensive.  But  what  will  it  fetch  on  resale? 


Commercial  art  galleries  in  Palm  Beach 
Run  if  you  hear  the  word  "investment." 


What  about  trading  back  unwanted 
paintings.^  Some,  like  the  Simic  Gal- 
leries on  Rodeo  Drive,  say  they  will 
take  back  paintings  in  trade.  Most 
often,  however,  galleries  mumble  re- 
grets. When  Forbes  asked  about  re- 
selling the  $30,000  Kluge,  the  Wally 
Findlay  Galleries  murmured  that  con- 
tracts with  many  of  their  artists  pre- 
clude taking  back  art. 

Gilbert  Edelson,  legal  counsel  to 
the  Art  Dealers  Association  of  Ameri- 
ca, has  these  pointers  to  determine  the 
quality  of  a  gallery  and  the  art  offered 
for  sale: 

1)  Run  if  you  hear  "investment." 

2)  Keep  running  if  the  dealer  says  a 
painting  is  worth  x,  but  he  will  sell  it  to 
you  for  half  X. 

3)  Beware  artwork  sold  with  papers 
of  authenticity.  A  fine  arts  gallery  will 

give  you  an  invoice,  which 
is  all  the  legal  proof  needed 
for  a  painting  and  artist. 

4)  Ignore  appraisers  cho- 
sen by  the  gallery. 

Questions  to  ask  a  sales- 
man about  a  supposedly 
well-known  artist: 

1)  Which  museum  has 
the  artist  shown  in.'' 

2 )  Have  the  artist's  works 
ever  sold  at  auction  at 
Christie's  or  Sotheby's,  and 
if  so,  when  and  at  what 
prices? 

3)  Are  there  any  books  or 
reviews  of  the  artist's  works 
in  publications  like  Art- 
forum  and  Art  in  America} 

De  ^ustibus  non  dispu- 
tandum  est — if  you  like 
something  and  can  afford 
it,  why  not  buy  it?  But  don't 
just  buy  on  the  word  of  a 
salesperson  you  don't 
know.  ^M 
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"Garbage  in  your  blood" 

Centimillionaire  William  Simon 
seems  to  have  changed  his  vision.  The 
former  Treasury  Secretary'  used  to 
speak  boldly  about  building  a  Pacific 
Rim  merchant  banking  empire.  To 
that  end  he  bought  a  number  of  West 
Coast  banks  and  savings  and  loans  and 
opened  a  Hong  Kong  office.  But 
those  plans  stalled  in  1991  after  Si- 
mon broke  up  with  partner  Gerald 
Parsky  (Forbes,  Mar.  16,  1992). 

Recently,  Simon,  65,  has  made  two 
investments  that  show  a  renewed  in- 
terest in  U.S.  assets,  particularly  small 
companies  in  small  towns  and  cities. 
In  October  he  paid  $8  million  for  five 
Southeast  radio  stations  in  partner- 
ship with  radio  investor  Morton 
Hamburg  and  Franklin  Holding,  a 
closed-end  investment  company  that 
trades  on  the  Amex. 

Documents  filed  with  the  Securi- 
ties &  Exchange  Commission  also 
show  that  this  fall  Simon  paid  $5 
million  for  convertible  debt  and  war- 
rants that  could  give  him  over  10%  of 
Allied  Waste  Industries,  a  Houston- 
based  garbage  hauler  and  landfill  op- 
erator selling  at  SVi  over-the-counter. 
Apparendy  it  was  Simon's  39-year- 
old  son  John  Peter  who  suggested  the 
Allied  investment,  afi:er  spending  sev- 
eral months  studying  the  garbage  in- 
dustry. Allied's  1992  revenues  ran 
only  about  $37  million,  but  the  com- 
pany is  growing  quickly.  In  the  last 


two  years  it  has  acquired  seven  land- 
fills and  16  garbage  collection  compa- 
nies mostly  in  small  towns  in  Illinois, 
Arizona,  New  Mexico  and  Nebraska. 
Allied's  chairman  is  Roger  Ramsey, 
who  helped  found  garbage  giant 
Browning-Ferris  Industries  and  went 
on  to  become  a  successfiil  venture 
capitalist.  Ramsey  says  he  expects  Sy 
mon  to  convert  his  debt  and  warrants 
to  equit)'  and  stay  with  Allied  for  the 
long  haul.  "Once  you  get  garbage  in 
your  blood,"  says  Ramsey,  "it's  hard 
to  get  it  out." 

The  su]*p]«ismg  Prize 

Unlikely  event  number  one:  Daniel 
Yergin's  877-page  tome.  The  Prize: 
The  Epic  Qiiest  for  Oil,  Money  <& 
Power,  became  a  big  bestseller  two 
years  ago.  So  far  382,500  copies  have 
been  sold  in  the  U.S.  alone. 

Unlikely  event  number  two:  The 
Prize,  which  chronicles  the  heroes 
and  scoundrels  who  created  the 
world's  biggest  business  but  refrains 
from  populist  bashing  of  the  oil  in- 
dustr}%  won  a  Pulitzer  Prize. 

Third  surprise:  Yergin  reports  that 
despite  the  lack  of  cheap  thrills  and 
sex,  the  book  generated  22  film  pro- 
posals. This  month  the  Public  Broad- 
casting Service  is  airing  an  eight- hour 
documentary  based  on  the  book. 

Yergin,  45,  is  president  of  the  Mas- 
sachusetts-based economic  consult- 


Former  Secretary 
of  the  Treasury 
William  Simon 
Garbage  in, 
money  out? 


ing  firm  Cambridge  Energy  Research 
Associates.  He  hopes  the  PBS  show 
will  help  drum  up  interest  in  his  next 
book,  which  will  address  the  clash 
between  industry'  and  environmental- 
ists. "Right  now,  the  xwo  debates  go 
right  past  each  other,"  Yergin  says. 
"Last  month,  within  24  hours,  1  went 
to  an  environmental  conference  and 
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Historian  Daniel  Yergin 

Even  Hollywood  sought  "The  Prize." 


an  energ\'  conference.  They  had  two 
completely  different  visions  of 
realit\^" 

Yergin  is  no  knee-jerk  environmen- 
talist. He  tends  to  favor  market  incen- 
tives over  the  kind  of  command-and- 
control  solutions  demanded  by  the 
more  radical  enviros.  "Democratic 
institutions  don't  fimction  xtvy  well 
without  economic  growth,"  Yergin 
warns.  "These  issues  [growth  versus 
the  environment]  will  be  solved  not 
with  a  myriad  of  regulations  but  with 
investments  in  technology'.  So  the 
question  is:  How  do  you  tie  a  return 
to  those  investments,  so  that  people 
want  to  make  them?" 

What  about  Yergin's  own  return  on 
The  Prize}  "I  worked  on  it  seven 
years,"  he  laughs,  "and  I've  made  less 
than  a  top  Washington  lawyer  makes 
in  a  year."  But  the  movie  proposals 
are  still  coming  in.         -ToNi  Mac:k 

Back  in  charge 

In  1970  Thomas  Murdough  founded 
Little  Tikes,  which  makes  polyethyl- 
ene backyard  toys  and  climbing  struc- 
tures. The  company  grew  nicely,  but 
in    1984,  figuring  he  needed  more 
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Toymaker  Step  2's 
I  founder, 

Thomas  Murdough 
Rubbermaid 
rabbed  him 
the  wrong  way. 


capital  to  expand,  Murdough  sold 
Little  Tikes  to  Rubbermaid  Inc.  for 
$50  million.  He  stayed  on  to  run  the 
company,  and  soon  regretted  the  de- 
cision to  sell. 

"It  turns  out  we  never  needed  Rub- 
bermaid's  money,"  says  Murdough, 
53.  "And  I  was  spending  all  my  time 
just  keeping  them  [Rubbermaid  exec- 
utives] out  of  our  hair." 

Frustrated  by  Rubbermaid's  de- 
mands that  he  sell  his  premium-priced 
Little  Tikes  products  through  Kmart 
and  other  big  discounters,  Murdough 
quit  the  company  in  1989.  Two  years 
later,  as  soon  as  his  noncompete  ex- 
pired, he  formed  Step  2,  Inc.,  hired 
about  75  employees  away  from  Little 
Tikes  and  began  producing  polyeth- 
ylene toy  vans,  kitchens  and  storage 
chests  just  a  few  miles  down  the  road 
from  Litde  Tikes'  Hudson,  Ohio 
headquarter*. 

Step  2  sold  out  its  Christmas  inven- 
tory and  Murdough  says  he  did  $20 
million  total  for  1992.  That  won't 
take  anything  away  from  Rubber- 
maid's  Litde  Tikes,  which  should 
gross  $400  million  for  the  year.  But 
it's  a  pretty  good  start,  and  Mur- 
dough is  gearing  up  for  more.  "I  love 
the  battle,"  says  Murdough,  who  re- 
cendy  completed  a  new  $10  million 
plant.  "And  I  love  to  win." 

-Christopher  Palmeri 


The  good  life 

"I  HAVE  TWO  PASSIONS  in  life — wine 
and  cigars,"  says  Marvin  Shanken,  the 
Falstaffian  founder  of  New  York 
City's  M.  Shanken  Communications 
Inc.  As  publisher  of  the  Wine  Specta- 
tor and  Ci0ar  Aficionado  magazines, 
Shanken  indulges 
both  passions 

shamelessly. 

Shanken,  49,  got 
inio  publishing  in 
1973,  when  he 
bailed  out  of  his 
small  Wall  Street 
brokerage  business 
and  bought  a  bever- 
age industry  news- 
letter for  $5,000. 
He  bought  his  flag- 
ship publication, 
the  Wine  Spectator^ 
a  few  years  later  for 
about  $40,000.  At 
the  time  it  had 
1,000  readers  and 
was  about  to  go  un- 
der. Today  the  Wine 
Spectator  has  an  au- 
dited circulation  of 
120,000. 

Shanken  says  rev- 
enues for  the  maga- 
zine are  close  to  $  1 1 


million.  He  won't  disclose  profits,  but 
they're  big  enough  to  fund  a  personal 
wine  collection  with  somewhere  over 
15,000  bottles — including  such  gems 
as  a  1784  Chateau  Margaux,  a  1931 
Quinta  do  Noval  Nacional  and  a  1945 
Chateau  Petrus.  "My  accountant 
says, 'Don't  you  have  enough  wine?'  " 
says  Shanken.  "I  tell  him,  'Of  course  I 
have  enough  wine — that's  not  the 
point.'  " 

Down  the  hall  from  the  wine  cel- 
lar in  Shanken's  office  is  his  walk-in 
humidor.  It  contains  about  half  of 
his  10,000-strong  cigar  collection — 
including  hundreds  of  pre-Castro  H. 
Upmanns,  Montecristos  and  Romeo 
y  Julietas,  some  worth  as  much  as 
$100  apiece.  To  turn  this  passion 
into  a  business,  in  September  Shan- 
ken launched  a  new  quarterly,  Ci^iar 
Aficionado.  Shanken  says  he  origi- 
nally shot  for  a  circulation  of 
20,000,  but  for  the  just-published 
second  issue,  he  guaranteed  circula- 
tion of  100,000 — a  figure  that  sur- 
prises even  Shanken. 

"There  will  always  be  successfiil 
people  with  dough  who  are  only  in- 
terested in  living  the  good  life — but 
even  I  can't  believe  this  is  possible," 
says  Shanken.  "Sometimes  I  have  to 
pinch  myself" 

-Joshua  Levine  ^ 


Shanken  Communications'  IVlarvin  Shanken 

"Of  course  I  have  enough  wine — that's  not  the  point." 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.   Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  6LA4 
Box  149,  Fort  Garland,  CO 
81133,  orcaU  14JOO^FORBF^5. 
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BY  ER  C  S.  HARDY 


'  The  year-end  rally  put  stocks,  espe- 
cially the   more  conservative  ones, 

.  squarely  in  positive  territory.  Barra's 
value-stock  subset  of  the  s&P  500 
index  delivered  a  total  return  (appre- 
ciation plus  dividends)  of  14.5%  for 
the  12  months  through  Dec.  24.  S&P 
members  that  Barra  calls  growth 
stocks  gained  only  9.1%. 

But  don't  expect  the  happy  days  to 
last,  opines  growth  stock  manager 
Charles  Allmon.  Equities,  says  this 
bear  in  his  Growth  Stock  Outlook  news- 
letter, are  trading  at  oudandish  multi- 
ples of  book  value,  earnings  and  divi- 
dends. He  thinks  the  next  downturn 
could  trim  $1  trillion  or  more  from 
the  market's  $4  trillion  valuation. 

One  of  the  few  stocks  that  look 
attractive  to  Allmon  is  drug  vendor 
Bristol-Myers  Squibb,  which  sells  for 
17  times  trailing  earnings  and  yields 
4.2%.  A  recent  unfavorable  product 
liability  ruling,  he  says,  has  caused  the 
stock  to  be  oversold. 


Special  focus 


Union  Carbide's  95%  total  return  makes  it  | 
the  best-performing  Dow  stock  of  1992.  % 
This  gain  includes  the  July  distribution  of  r 
Praxair,  its  industrial  gas  business,  plus  Car-  : 
hide's  relatively  generous  4.5%  yield.  The  v 
median  Dow  stock  (Alcoa)  gained  13%, 
while  IBM  generated  the  lowest  re- 
turn— down  37%,  dividends  included. 


Best  and  worst  bli 

je  chips 

Stock 

Total 
return* 

Union  Cartiide 

95% 

Wait  Disney 

51 

Allied-Signal 

40 

AT&T 

39 

McDonald's 

30 

IBM   ^ 

-37 

Westinghouse 

-24 

Merck 

-18 

Boeing 
Eastman  Kodak 

-16 
-12 

*Since  12/31/91. 

The  overall  market 
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The  Barra  All-US  index  as  of  12/10/92: 

Market  value;  $4,312.2  billion 

P/E:  26.0 

P/E  minus  negative  EPS:  18.3 

Price/book;  2.4 

Yield:  2.6% 


Performance 

Last  4  weeks 
Since  12/31/91 


Price       Total  return 

2.2%    2.4% 
5.8      8.6 
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Closeup  on  the  market                                                                       1 

index  or  investment 

2-week  change 

%  change  from             -? 
1  year  ago          5-year  high      ' 

Barra  All-US  index 
S&P/Barra  Growth  index' 
S&P/Barra  Value  index  ^ 

0.9% 

1.2 

1.3 

J™ 

9.3  % 
9.1 
14.5 

-0.1%      . 
-0.5 
0.0 

Dow  Jones  industrials 

0.4 
1.2 
0.9 

■ 

7.9 

-2.5 

S&P  500 
NYSE 

8.6 
8.4 

-0.3 
-0.4 

Nasdaq 

1.1 

HB 

19.1 

-0.2 

Amex 

0.5 
1.6 

^_ 

4.4 

-5.9 

EAFE^ 

-6.7 
-2.2 

-27.5 
-25.0 

CRB  index '^ 

1.0 

^■i 

Gold' 

-0,4 

■ 
1 

-6.1 

-33.7 

YenMper$U.S.) 

0.2 

-4.4 

-24.5 
-51.6 

Oil' 

3.1 

The  best  and  worst  performing  stocks' 


Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993 
EPS' 

Kendall  Square  Research 

19  3/8 

241/2 

71/4 

44% 

38 

35 

$0.64 
0.69 

MicroProse 

->v. 

-46% 

$0.90 

Sapiens  IntI 

T-HQ 

31/8 

-42 
-37 

0.51 
0.37 

Software  Toolworks 

NA 

Quarterdeck  Office  Sys 

4 

ISG  Technologies 

121/4 

34 
32 

0.04 
1.81 

MTC  Electronic  Tech 

18 

-31 
-29 

NA 
1.63 

Magma  Power 

2934 

Duty  Free  IntI 

195/8 

The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Since 
12/31/91 

Worst 

2-week 
change 

Since 
12/31/91 

Beverages 
Aerospace 

9.9% 
8.0 

22.4% 
-5.3 

Tohacco 
Forest  products 

-5.9% 

-5.9 

-3.7 

-3.5 

-3.3 

-8.1% 
59.6 
-16.2 
28.7 
-7.8 

Coal  &  uranium 

7.5 

-27.9 

Pharmaceuticals 

Telephone 

5.4 

18.3 

Leisure, luxury 

Life  insurance 

5.1 

13.6 

Business  svcs 

Note:  Data  for  period  entling  12/24/92.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth.  ^Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures.  ^  Knight-Ridder  Financial 
Information.  ^During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  'Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Foreign  vs.  U.S.  markets 

Value  of  $100  invested  11/30/89 


Dnii' 


$160 


EAFE  as  of  11/30/92: 

Index  745.9    Price/book  1.7 
P/E       22.6    Yield         2.7% 


'89       '90 


Last  year,  as  in  1991,  U.S.  investors  did  better  at  home 
than  abroad.  Through  the  end  of  November,  the  Morgan 
Stanley  index  of  333  U.S.  stocks  was  holding  a  5%  total 
return,  against  a  13%  loss  for  its  index  of  European, 
Australian,  New  Zealand  and  Far  Eastern  stocks.  Excep- 
tions among  the  larger  markets:  Hong  Kong,  Switzerland 
and  Singapore /Malaysia,  with  returns  of  40%,  10%  and 
7%.  ( Results  assume  stocks  are  bought  and  sold  in  dollars. ) 
Measured  by  the  Hang  Seng  index,  the  Hong  Kong 
stock  market  is  nonetheless  18%  below  its  1992  high.  Does 


Who's  hot 


Developed  markets 

Market 

Total  return' 
Smooths    12  months 

P/E 

Finland 

18% 

-10% 

NM 

Singapore/Malaysia  8 
USA                        5 

13 
17 

19 
23  < 

Hong  Kong 

4 

45 

15      f 

New  Zealand 

1 

-5 

14 

Denmark 

-15 

-23 

NM      I 

Spain 

-13 

-17 
-2 

-18 
-18 

9      1 
14      1 
21 

Germany             -11 
Italy                  -10 
Australia            -10 

Emerging  markets' 


Total  return' 
3  months     12  months     P/E 


Region 

Asia 

Latin  America 

Country 


Thailand 

34 

73 

17 

Korea 

28 

-18 

19 

Jordan 

7 

19 

16 

Greece 

-32 

-27 

9 

Argentina 

-27 

-32 

14 

Turkey 

-24 

-25 

9 

this  make  Hong  Kong  a  bargain  now?  Not  necessarily,  says 
John  Abbink,  a  vice  president  at  Deutsche  Bank  Capital 
Corp.  in  New  York.  Abbink  points  to  the  political  uncer- 
tainties of  1997  and  high  inflation  as  two  major  negatives. 
Thanks  in  part  to  heavy  buying  by  U.S.  money  manag- 
ers, emerging  markets  fared  better  than  developed  ones  in 
1992.  Elizabeth  Morrissey,  managing  partner  at  Kleiman 
International  Consultants,  a  Washington  firm  specializing 
in  emerging  markets,  predicts  healthy  gains  this  year  for 
stock  markets  in  the  Philippines,  India  and  Pakistan. 


Who's  not 


thi 


Company/Country 

Business 

Price 

3-month 

price 

change 

P/E 

Credito  Italiano/ltaly 

banking 

V/s 

62% 

14 

UMW  Holdings/Malaysia 

heavy  equip 

2V8 

V/2 

13'/8 

8'/4 

39 
25 
25 
22 

14 

Television  Broad/Hong  Kong 
Hitachi  Maxell/Japan 
Aisin  Seiki/Japan 

broadcasting,  pub 
recreation 
auto  parts 

15 
33 
24    1 

Company/Country 
Ciments  Francais/France 
Royal  Trustco/Canada 
Hyogo  Bank/Japan 
Wiener  Allianz  Vers/Austria 
Arjo  Wiggins  Appleton/U  K 


Business 

cement 
financial  svcs 
banking 
insurance 
paper 


Price 

201/4 

2 

4 

116V8 

2'/4 


3-month 
price 
change    p/E 


-69% 

-57 

-56 

-46 

-46 


6 

2 

54 

17 

10 
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Cheap  foreign  stocks 


High-yielding  foreign  stocks 


Company/Country 

Business 

Price 

Earnings 

P/E 

STH/ltaly 
Aegon/Netherlands 

telecomm 
insurance 

I'/s 
40V8 

$0.15 

7 
8 

4.95 

Veba/Germany 

Michelin/France 

Matsushita  Elect  Works/Japan 

utility 

tires 

building  materials 

218'/4 
32^8 

7^8 

18.14 
2.03 
0.39 

12 
16 
20 

Company/Country 

Business 

Price 

Yield 

P/E 

Powerfin/Belgium 

Europistas  Concesionaria/Spain 

utility 
business  svcs 

73 '/2 

13'/8 

9.9% 

8 

9.1 

11  i 

BASF/Gernnany 

Pen  &  Oriental  Steam/UK 

Casino  Adp/France 

chemicals 

shipping 

food 

130^4 

7'/4 

17V4 

9.0 
8.4 
8.1 

10 
15 

9 

Note:  Data  for  period  ending  11/30/92.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  'Shows  price  return  on  the  EAFE  index  of  LuivKon,  Australian, 
New  Zealand  and  Far  Eastern  stocks  converted  into  U.S.  dollars.  ^Perforoiance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  after 
subtracting  foreign  withholding  tax.  ^Por  period  ending  10/31/92.  NA:  Not  available.  NM:  Not  meaningful.  Principal  source:  Morgan  Stanley  Capital  International  Perspective. 
Emerging  markets  data  provided  by  International  Finance  Corporation. 
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Drawing  on  the  success  of  last  January's  conference  on  Project  Finance  and  Construction  in  the  1990s  that 
attracted  over  400  Project  Sponsors,  Contractors,  Developers,  Equity  Investors,  Investment,  Commercial  Banking 
and  Municipal  Finance  Leaders,  Government  Agency  Representatives,  Government  Regulators,  Project  Financing, 
Banking  and  Construction  Attorneys,  Equipment  Manufacturers  and  Suppliers  and  Project  Insurance  Specialists 
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JANUARY 21-23, 1993  PU\ZA HOTEL,  NEWYORKCffY 

A  Conference  Endorsed  by  the  National  Association  of  State  Development  Agencies  in  Cooperation 
With  the  Edison  Electric  Institute,  the  National  League  of  Cities  and  the  U.S.  Conference  of  Mayors 


Attend  this  unprecedented  conference 
on  developing f  financing  and 
delivering  construction  projects,  and 
the  renewal  and  repair  of  America's 
infrastructure. 

Sessions  will  include: 

□  Opportunities  in  public-private  partnerships 
and  in  project  financing 

□  Capital  structures  and  sources  of  financing 

□  Risk  management 

□  Public  funding/municipal  issues 

□  Legislative  efforts  to  deal  with  financing 

□  Power,  independent  power  and  cogeneration 
projects 

□  Industrial  projects 

□  Highways  and  toll  roads 

□  Bridges  and  timnels 

□  Solid  waste,  incineration  and  resource  recovery 

□  Ports  and  airports 

□  Rail  and  transit 

□  Drinking  and  waste  water  projects 

□  Public  buildings  including  hospitals,  prisons, 
recreation  and  other  facilities 

□  Key  legal,  insurance,  construction  and 
environmental  issues 


The  conference  is  presented  in  association  with: 

American  International  Group  •  Banque  National 
de  Paris  •  Barba  International  Inc.  •  Bechtel 
Enterprises,  Inc.  •  Bradley,  Arant,  Rose  &  White  • 
Coopers  &  Lybrand  •  Financial  Guaranty  Insurance 
Company  •  Goldman  Sachs  &  Co.  •  High-Point  • 
Hill  International,  Inc.  •  Johnson  &  Higgins  • 
Pepper,  Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Port  Authority  of  New  York 
and  New  Jersey  •  Porter  &  Travers  •  Price 
Waterhouse  •  Raytheon  •  Shea  &  Gould  •  Stone  & 
Webster  Engineering  Corp.  •  Thelen,  Marrin, 
Johnson  &  Bridges  •  Willis  Corroon  •  (partial  listing) 


FOR  INFORMATION  AND  A  FREE  BROCHURE: 

MAIL:    CMC  ■■R)rt)esn 

200  Connecticut  Avenue       ^■^■■■■IHH^HIH 

Norwalk,  CT  06856-4990  ■■■  Dp||||jhflj||||HBB 

FAX:      203-857-4075  ^OJeuUmilllgMjM 

CALL:     203-852-0500 
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Medium-term  Treasurys  deliver  most  of  the  yield  you'd 
get  on  a  long  bond,  so  why  take  the  market  risk  of  the  long 
bonds?  Herein,  a  guide  to  funds  catering  to  this  sector. 

Funds  for 
fence  sitteirs 


By  Mary  Beth  Grover 

K\RELY  BEFORE  has  the  yield  cune 
been  so  steeply  cocked.  Three-month 
Treasurx'  bills  yield  3%,  while  long 
Treasun's  yield  7.4%.  The  temptation 
to  go  long  is  great.  Figure  in  inflation 
at  3%,  and  the  long  bond  provides  a 
real  return  of  4.4%,  while  the  bill 
returns  nothing. 

But  the  long  end  of  the  Treasun' 
spectrum  is  fraught  with  risk.  If  inter- 
est rates  were  to  increase  by 
a  mere  percentage  point 
across  the  board,  the  price 
effect  on  the  Treasur)^  bill 
would  be  barely  visible, 
while  the  price  effect  on  the 
bond  would  be  a  capital  loss 
of  11%. 

What  to  do?  One  reason- 
able response  to  this  situa- 
tion is  to  compromise. 
Construct  a  bond  portfolio 
with  a  maturit)'  somewhere 
in  the  middle — five  to  ten 
years.  Consider,  for  exam- 
ple. Vanguard's  Fixed  In- 
come Intermediate-Term 
U.S.  Treasun,'  Portfolio, 
with  a  weighted  a\'erage 
maturity'  of  eight  years.  At 
its  recent  yield  of  6.5%,  the 
fund  delivers  a  yield  nearly 
90%  of  what  Vanguard's 
long-term  Treasury'  fijnd 
produces — yet  the  interme- 
diate fund  is  one-third  less 
volatile.  Says  Ian  Mac- 
Kinnon, head  of  the  fixed 
income  group  at  Vanguard, 
"Nine  out  of  ten  years  the 
vield  on  a  ten -year  Treasury' 
''     85%  to  95%  that  of  a 


And  it's  been  like  that  for  a  long 
time.  Over  the  past  65  years,  accord- 
ing to  Chicago's  Ibbotson  Associates, 
intermediate  Treasun,'  notes  have 
outperformed  the  more  risky  long- 
term  bonds.  Over  that  period,  10- 
year  Treasure's  have  run  a  5.1%  com- 
pound annual  return,  while  the  30- 
year  bonds  delivered  4.8%. 

The  Ibbotson  study  shows  that  in- 


Best  Buys— intermediate  bond  funds 

Fund 


Benham  Treasury  Note 
Dreyfus  100%  US  Treasury  Intermed 
T  Rowe  Price  US  Treasury  Intermed 
Prudential  Government  Sees  Intermed 
Legg  Mason— US  Govt  Intermed 

Expense  ratio  is  in  italics  if  the  fund  haj  a  shareholder-paid  12b-l  exceeding  0.1% 
pending  or  in  force.  'Period  ending  Nov.  30,  1992.  ^For  three  years  only,  a:  Net  of 
at>sorption  of  expenses  by  fund  sponsor. 


5-year 

Annual 

Weighted 

total  return 

expenses 

average 

annualized^ 

per  $100 

maturity 

9.3% 

$0.59 

4.0 

9.8 

0.62a 

6.9 

9.52 

0.80a 

4.5 

8.7 

0.84 

3.5 

9.6 

0.85a 

6.5 

IS 


[long]  bond  but  with  just 
60%  of  the  risk." 


Past  total  returns  for  these  intermediate 
funds  were  boosted  by  big  capital  gains. 
These  days,  expect  yields  in  the 
5%  to  6%  range. 


termediate  Treasurys  suffered  nega- 
tive total  returns  in  only  6  of  those  65 
years,  while  the  long-term  Treasurys 
put  investors  into  the  red  in  1 8  years 
during  the  same  period. 

So  why  does  the  bond  market  keep 
pricing  intermediate  Treasuiys  so 
cheaply — that  is,  keep  giving  them 
comparatively  high  yields?  It  could  be 
because  the  recent  memories  of  long- 
term  Treasurys  are  sweeter.  In  the 
roaring  bull  market  for  bonds  over  the 
last  decade,  long  Treasure's  did  best.  A 
constant- maturity  portfolio  of  30- 
year  Treasurys  would  have  returned 
an  average  of  14%  annually,  2%  higher 
than  a  portfolio  whose  maturity  was 
maintained  at  10  years. 

But  long  bonds  have  now  done  so 
well  that  they  yield  only  a  fraction  of  a 
percentage  point  more  than  interme- 
diates. The  yield  curve  swings  up 
steeplv  between  the  3 -month  mark 
(3%)  and  the  10-year  mark  (6.7%); 
beyond  that  point  it  drifts  only  very 
gradually  upward. 

Where  should  you  aim  your  bond 
portfolio.^  If  you  think  in- 
terest rates  are  headed 
down  across  the  board,  take 
the  risk  and  go  long.  Capi- 
tal gains  will  be  greatest 
there,  if  you  are  right. 

If,  however,  you  aren't  so 
sure  about  the  direction  of 
interest  rates,  you  can  com- 
promise by  buying  bonds 
(or  a  bond  fiind)  with  an 
intermediate  maturity' . 

Such  a  portfolio  will  deliver 
a  better  yield  than  one  mix- 
ing equal  doses  of  bills  and 
long  bonds. 

The  table  lists  five  inter- 
mediate-term Treasury' 
fimds  that  we  rate  as  Best 
Buys.  To  get  on  the  list,  a 
fimd  must  have  delivered 
good  risk- adjusted  perfor- 
mance over  the  past  several 
years  at  low  cost.  The  cost 
figure,  which  includes  both 
annual  expenses  and  sales 
commissions,  counts  for 
twice  as  much  as  perfor- 
mance in  the  Best  Buy  rank- 
ing formula.  Vanguard's 
intermediate  flmd  doesn't 
make  the  list  because  it  was 
born  barely  more  than  a 
year  ago.  Hi 
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'^rofit  margins  in  tlie  mutual  fund  business 
3re  so  fat  that  everybody  wants  in. 
i^es,  even  airline  and  utility  companies. 

|Co£fee,  tea 
or  funds  .^ 


[magine  walking  into  McDonald's, 
ordering  a  Big  Mac  and  fries  and 
picking  up  a  mutual  fund  prospectus. 
It's  not  inconceivable.  Later  this  year 
Ajiierican  Airlines  will  begin  flogging 
four  mutual  funds  on  its  planes. 

Along  with  the  usual  haute  cuisine, 
each  food  tray  will  hold  a  promotional 
flier  and  response  card  for  the  no-load 
American  AAdvantage  funds:  Equity, 
Balanced,  Limited  Term  Income  and 
International  Equity.  A  come-on:  For 
each  $10  you  average  in  an  American 
fiind  over  the  course  of  a  year,  the 
airline  will  credit  a  mile  to  your  fre- 
quent flier  account. 

Since  last  May,  Dominion  Re- 
sources, parent  company  of  Virginia 
Power,  has  been  peddling  its  no-load 
America's  Utility  Fund  to  its  1 .8  mil- 
lion rate  payers.  Every  electric  bill 
comes  with  a  flier  introducing  the 
fund  and  its  minimum  $20  monthly 
investment.  You  can  pay  your  utility 
bill  and  buy  mutual  fund  shares  at  the 
same  time. 

So  far  American  Airlines'  money 
market  fund,  which  was  first  sold  to 
"passengers  in  late  1991,  has  attracted 
an  insignificanf$I8  million  in  assets. 
But  the  parent  company,  amr  Corp., 
has  great  hopes.  Because  airline  pas- 
sengers tend  to  be  wealthier  than  the 
public  at  large,  and  because  they  are 


sardined  helplessly  into  their  seats, 
they  are  an  ideal  captive  investing 
audience.  "We  know  everybody  saw 
what  we  were  offering  and  had  a 
chance  to  consider  it,"  deadpans  Wil- 
liam Quinn,  president  of  amr  Invest- 
ment Services. 

American's  money  fiind  is  man- 
aged by  three  people  in  amr's  own 
investment  department.  The  expense 
ratio  is  a  reasonable  0.5%,  one  reason 
the^^erformance  (recent  yield,  3%)  is  a 
litde  better  than  the  industry  average. 
A  $200,000  account  would  earn  its 
owner  20,000  frequent  flier  miles, 
enough  for  a  free  round-trip  domestic 
ticket  from  Harlingen,  Tex.  to  Fargo, 
N.D. — subject,  of  course,  to  labyrin- 
thine restrictions  on  when  and  how 
the  ticket  can  be  used.  Somehow,  this 
freebie  does  not  constitute  taxable 
income,  says  amr,  although  the  last 
word  from  the  Internal  Revenue  Ser- 
vice has  not  yet  been  heard  on  this 
subject. 

amr's  four  new  offerings  are  clones 
of  institutional  funds  that  the  airline 
has  run  for  several  years.  Managed  by 
such  subadvisers  as  Capital  Guardian 
Trust  Co.  and  Templeton  Investment 
Counsel,  most  of  the  fiinds  have 
racked  up  quite  respectable  returns 
since  the  first  was  founded  in  1987. 
But  the  main  thing  going  for  them 


may  turn  out  to  be  their  low  market- 
ing costs. 

At  the  Virginia  power  company, 
synergy  comes  down  to  mailing  costs. 
Since  the  utility  is  already  mailing 
monthly  bills  to  a  huge  customer 
base.  Dominion  needed  to  spend  just 
$13  apiece  to  bring  in  30,000  share- 
holders for  America's  Utility  Fund. 
Michael  Lipper  of  Lipper  Analytical 
Services  estimates  that  the  average 
equity  fiind  spends  well  over  $200  to 
bring  in  a  new  shareholder. 

America's  Utility  Fund  has  $42 
million  in  assets.  "We  really  think  we 
have  built  a  better  mousetrap,"  says 
O.  James  Peterson  111,  president  of 
Dominion's  mutual  fiind  operation. 
Since  75%  of  the  fund's  shareholders 
are  using  its  monthly  investment 
plan — versus  well  under  10%  at  fijnd 
families  like  Vanguard  and  Fidelity — 
assets  are  all  but  certain  to  grow 
rapidly. 

How  good  is  Dominion's  product 
for  the  investor.^  Not  bad.  The  1 .2% 
expense  ratio  is  in  line  with  the  ratios 
at  the  two  no-load  utilities  fiands  that 
made  the  Forbes  Best  Buy  rankings 
(Au^.  31, 1992).  Lord,  Abbett  &  Co., 
hired  by  Dominion  to  pick  the  stocks, 
has  delivered  a  1 3%  total  return  since 
the  fund's  inception  last  May,  against 
the  stock  market's  8%. 

These  forays  are  probably  the  first 
of  many.  MBNA,  the  canny  credit  card 
outfit  (Forbes,  Dec.  21,  1992),  is 
mulling  whether  to  start  distributing 
mutual  flinds. 

There's  nothing  to  stop  an  Ameri- 
can Express  or  a  Sears  from  trying  to 
peddle  funds  to  its  chentele.  But,  as 
the  recent  travails  of  these  two  mar- 
keting giants  illustrate,  synergy  is  easi- 
er said  than  had  in  the  world  of  finan- 
cial services.  -J.Z.  ■■ 
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Continued  from  page  26 

the  dollar,  letting  taxes  go  up  and  thus  becoming  a  one- 
term  President. 

I  hope  that  Mr.  Clinton  will  also  follow  the  example  of 
going  for  growth  by  [eventually]  bringing  in  a  prominent 
Republican,  as  Kennedy  did  by  appointing  Douglas  Dil- 
lon to  the  Treasury.  If  you  have  growth,  you  can  make  a 
lot  of  other  political  mistakes  and  still  survive. 

MacNeil:  But  the  1960s,  Mr.  Forbes,  are  not  the 
1990s.  How  much  influence  does  a  President,  an  Ameri- 
can President,  really  have  nowadays  on  our  prosperity, 
growth,  jobs,  career  opportunities,  wage  levels  and  every- 
thing else  when  so  many  of  those  factors  are,  in  part, 
determined  by  competition  from  the  rest  of  the  world? 

SF:  Well,  I  think  that  a  President  can  have  an  enor- 
mous impact  in  creating  an  environment  where  the  full 
competitive  muscle  of  America  can  be  brought  to  bear. 
Right  now,  one  of  the  chief  obstacles  to  economic  growth  is 
the  very  high  capital  gains  tax.  Not  only  does  it  depress  asset 
values,  including  real  estate — which  hurts  the  banking 
system — it  also  ties  money,  capital,  to  old  investments.  If 
you  were  to  lower  the  rate,  which  is  now  one  of  the  highest 
in  the  world,  you'd  see  that  capital  would  go  into  new 
investments.  One  of 
the  great  engines  for 
economic  growth  is 
new  businesses.  In 
1982-86  when  we  cre- 
ated 18.5  million  new 
jobs,  including  a  record 
number  of  high-paying 
ones,  14  million  came 
from  new  businesses. 

MacNeil:  But  that 
was  something  that  Mr . 
Bush — in  fact,  some 
people  criticized   him 

by  saying  that  was  the  only  thing  domestically  he  seemed  to 
be  really  passionate  about — was  pushing,  the  capital  gains 
tax,  and  he  wasn't  believed.  At  least  he  wasn't  believed  by 
the  Democrats  and  perhaps  by  many  Republicans  who 
thought,  "Oh,  well,  that's  something  for  the  rich  and 
maybe  for  a  few  people  who  are  sitting  on  homes  they  want 
to  sell,  but  it's  not  really  going  to  produce  enormous 
growth  in  the  economy." 

SF:  Actually,  history  shows  just  the  opposite.  When 
you  reduce  capital  gains,  as  we  did  in  the  late  1970s  and 
early  1980s,  that  allows  money  to  go  into  new  ventures. 
That's  how  we  got  the  boom  in  Silicon  Valley.  That's 
how  we  got  the  high-tech  boom  of  the  1980s.  A  capital 
gains  tax  reduction  really  allows  new  companies  to  be 
created — the  Apples  and  the  Compaq  computers  that 
challenge  the  traditional  companies  and  make  us  more 
competitive,  keep  us  on  the  cutting  edge. 

Estimates  are  that  up  to  $7  trillion  of  assets  is  tied  up  ill 
old  investments,  heirloom  investments,  you  might  say, 
because  of  the  high  capital  gains  tax.  Let's  put  that  in 
perspective.  We  have  in  this  economy  $40  trillion  of  assets. 
Assume  you  lower  the  rate;  in  the  next  couple  of  years  if 
only  10%  of  that  freed  money  goes  into  new  investments, 
that  will  overwhelm  any  stimulus  you  could  possibly  get 
from  increased  government  spending.  And  it  would  be 
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Contradictory  traditions:  JFK's  economic  policies  gave  us  a  boom;  Carter's, 
stagnation.  Which  path  will  Clinton  take? 


coming  from  the  private  sector,  not  from  the  people  in 
Washington  trying  to  second-guess  the  market. 

A  second  area  that  shouldn't  be  overlooked  is  banking 
regulation .  Our  commercial  bank  regulators  overreacted  to- 
the  S&L  disaster.  So  they  didn't  want  to  go  before  Congress 
and  have  to  explain  failures .  Thus  they  forced  banks  to  write 
down  loans  that  were  current,  loans  that  people  were  paying 
the  interest  and  principal  on.  The  regulators  would  say, 
"Gee,  we  don'«t  think  this  loan  will  turn  out  to  be  good,  so 
put  a  reserve  on  it  now."  This  was  done  e\'en  though  theLnc 
loan  was  still  good.  Many  bankers  concluded  they  would  '  •• 
only  get  into  trouble  if  they  made  loans,  so  they  didn't  make 
them.  And  that  was  a  depressant  on  the  economy  as  well. 
That's  an  area  about  which  the  Bush  Administration  knew 
but  didn't  do  ver}'  much.  I  hope  the  Clinton  Administi-a- 
tion  will  say,  "Hey,  let's  be  realistic — not  too  easy,  but  not 
too  hard"  and  end  what  you  might  call  a  regulatory  reign  of  ||, 
terror,  regulatory- induced  credit  crunch.  So  those  two 
areas,  capital  gains  and  easing  bank  overregulation,  would 
have  a  powerful  immediate  stimulus,  first  on  financial 
markets  and  then  on  the  economy. 

MacNeil:  Are  those  the  most  influential  things  that 

Clinton  could  do  to 
convince  people  like 
you  that  he's  on  the 
right  track? 

SF:  To  make  it  po- 
litically   palatable,    he 
might  want  to  couple 
that   with    raising,    as 
he's  promised  to  do, 
the  tax  on  the  so-called 
rich.  If  he  did  that,  the 
good  done  from  low- 
ering the  capital  gains 
tax    and    ending    the 
regulatory  reign  of  terror  would  overwhelm  any  harm 
done  by  all  the  other  tax  proposals  that  people  fear.  It 
would  have  a  positive  impact  on  the  economy. 

One  of  the  other  areas  that  he  has  to  push  for  is  free 
trade — getting  that  North  American  Free  Trade  Agree- 
ment, especially  if  it  extends  beyond  Mexico.  We  have  aL 
chance  to  have  neighbors,  Latin  America,  growing  at 
Pacific- Rim-hke  rates.  In  the  last  five  years  our  exports  to 
Mexico  have  gone  from  $12  billion  a  year  to  over  $30 
billion  a  year  because  of  Mexico's  easing  trade  barriers, 
and  so  we  go  a  little  further.  That's  going  to  be  a  big 
stimulus  to  our  economy  for  high-paying  jobs. 

MacNeil:  Some  of  those  figures  include  American 
factories  that  have  moved  there  and  exports  to  those 
factories  in  terms  of  partially  produced  materials. 

SF:  But  a  lot  of  those  companies  under  current  law 
can  go  down  there  now,  the  so-called  border  conip.i 
nies.  NAFTA  takes  away  the  incentive  for  our  compa 
nies  to  go  out  to  Asia  or  some  other  part  of  the  work! 
when  they  find  themselves  becoming  uncompetitive.  In 
effect,  we  keep  them  within  the  hemisphere  and  in 
crease  our  sales.  It's  a  win/win  situation,  so  I  hope  he 
pushes  ahead  with  it. 

MacNeil:  Let's  talk  about  things  that  are  less  con 
Crete.  How  does  it  make  you  feel  to — you're  in  your 
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nid-40s,  Clinton's  in  his  mid-40s,  so  is  Al  Gore — how 
loes  it  make  you  feel  to  have  your  generation  come  to 
tower  in  this  country? 

SF:  It  makes  you  take  a  deep  breath  and  say,  "My  God, 

s  on  our  shoulders."  It's  sort  of  like  when  )'ou  were 
ounger  and  first  had  children,  you'd  say,  "My  goodness, 

remember  when  I  saw  parents  as  a  youngster,  and  now 
'm  one  myself  And  I  don't  feel  any  different  than  I  did 
)efore."  It's  a  sobering  thing,  but  as  you  get  older  you 
lope  you  can  handle  more  responsibility.  I  think  Mr. 
Clinton,  at  least  by  his  actions  so  far,  in  trying  to  be 
noderate  and  trying  to  have  a  consensus  before  going  off 
n  any  one  direction,  is  encouraging.  If  he  follows  the 
Cennedy  model — and  Kennedy  was  a  very  young  Presi- 
ient — I  think  the  country  will  be  the  better  off  for  it. 

MacNeil:  Change  was  the  mantra  in  this  election.  All 
;hree  candidates  were  claiming  to  be  agents  of  change. 
blow  much  change,  given  that  it's  a  new  generation,  doyou 
:xpect  in  American  society,  in  the  American  community? 

SF:  I  think  the  real  change  is  going 
o  be  less  on  the  political  side  and 
Tiore  on  the  economic  side.  John 
Kennedy,  for  example,  talked  about 
he  new  frontier.  He  was  talking 
ibout  space.  The  real  frontier  is  the 
\merican  brain.  The  new  economic 
:ra  that  we're  going  into  is  symbol- 
zed  by  the  microchip,  which  is  ex- 
tending the  reach  of  the  human  brain 
:he  way  machines  extended  the  reach 
ef  human  muscle  in  the  last  century.  It 
IS  just  beginning  to  change  the  way  we 
do  business  and  the  way  we  live. 

Look  at  a  company  like  Wal-Mart.  It  wasn't  just  Sam 
Walton's  genius  that  made  that  company  great  and  the 
one  to  fell  Sears  and  Kmart.  It  was  his  sophisticated  use  of 
technology,  getting  so-called  real  time  information.  If, 
for  example,  Wal-Mart  learned  that  Kmart  had  run  out  of 
blankets  in  Minneapolis,  it  knew  right  away  to  raise  the 
price  of  its  blankets  a  dollar  or  two  that  day;  whereas  it 
would  take  Sears  a  month  to  get  that  information  up  the 
80  floors  in  the  Sears  Tower. 

That  technology  is  going  to  create  whole  slews  of  new 
industries,  so  there  will  probably  be  more  change,  or  as 
much  change,  in  the  next  20  years  in  the  way  we  live  and 
the  way  we  do  business  as  there  was  fi-om  the  Industrial 
Revolution  in  the  19th  century  and  in  agriculture  with 
the  advent  of  the  plow  a  thousand  years  ago.  Fiber  optics 
will  be  coming  into  homes,  and  in  a  few  years  you'll  have 
increased  its  capacity  by  a  factor  of  10,000,  which  means 
one  strand  of  fiber  will  handle  ail  the  calls  on  Mother's 
Day.  What  does  that  do  for  the  phone  companies?  It 
means  they're  going  to  have  to  rethink  their  existence. 

MacNeil:  You  mentioned  fiber  optics,  and  you  men- 

ioned  Kennedy  and  the  space  program.  One  of  the 

reasons  there  was  a  big  stimulus  to  high-tech  research  in 

this  country  vvas  because  of  the  space  program  and 

Kennedy's  aim  to  get  to  the  moon  by  the  end  of  that 

cade.  That  meant  a  lot  of  federal  money  was  put  into  a 
V I  ash  program  to  get  to  the  moon,  and  Clinton  has  talked 
(^f  things  like  a  fiber-optic  network.  Are  you,  as  a  busi- 
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nessman,  in  favor  of  that  kind  of  investment  in  new- 
generation  infrastructure? 

SF:  I  am  in  favor  of  that  kind  of  infrastructure.  I  think 
it'll  probably  come  faster  and  with  fewer  political  obsta- 
cles— you  are  going  to  upset  existing  interests  with  pro- 
found implications — when  you  go  ahead  and  deregulate, 
when  yf)u  take  away  the  regulatory  impediments  from  the 
phone  companies,  the  cable  companies,  the  newspaper 
publishers.  Let  'em  all  compete.  If  you  take  away  those 
regulator}'  obstacles,  you'll  get  much  more  investment, 
and  faster,  than  anything  the  government  can  do.  The 
government  can  provide  the  atmosphere  for  investment. 
That's  why  we're  still  ahead  in  areas  such  as  digital 
screens,  which  will  have  a  profound  impact  on  television. 
The  differences  among  telephones,  televisions  and  com- 
puters are  going  to  be  obliterated,  and  there  we  beat  the 
Japanese  and  their  so-called  high-definition  TV.  They 
had  been  tied  to  an  obsolete  analog  technology  dating 
from  the  1920s,  but  we  were  fortunate;  we  leapfrogged 
into  the  new  digital  technology,  and 
the  Japanese  have  realized  they've 
wasted  billions  of  dollars  on  a  now 
obsolete  technology.  The  huge 
changes  will  come  in  technology,  and 
they  will  overwhelm  anything  we  do 
on  the  political  side. 

As  for  the  political  side,  I  think  that 
we  will  get  a  change  in  terms  of  term 
limits.  This  will  be  the  most  pro- 
found change  since  the  rise  of  prima- 
ries and  the  direct  election  of  U.S. 
senators  at  the  turn  of  the  century. 
MacNeil:    Every    election,    in    a 
sense,  makes  a  statement  about  the  state  of  this  democra- 
cy and  society.  What  do  you  feel  about  what  kind  of  shape 
they're  in,  reading  the  messages  sent  by  this  election? 

SF:  I  think  it's  all  very  positive .  When  people  feel  that  the 
system  doesn't  respond,  they'll  vote  for  a  referendum  like 
term  limits;  they'll  give  Perot  a  boost  when  he  never  would 
have  gotten  off  the  launching  pad  four  years  ago.  This 
election  showed  the  need  for  political  leadership  to  explain 
where  we  are  and  where  we're  going,  as  Teddy  Roosevelt, 
Franklin  Roosevelt  and  Ronald  Reagan  did.  One  reason 
Mr.  Bush  did  so  poorly  in  the  election  was  that  he  didn't  do 
that.  It  was  not  just  the  state  of  the  economy,  which  by 
historic  standards  wasn't  as  bad  as  other  recessions  we've 
had.  Because  of  technology's  changing  the  whole  way  the 
economy  works,  there's  a  lot  of  anxiety,  turbulence  and 
turmoil.  High  tech  means  you  don't  need  as  many  middle 
managers.  It  is  flattening  out  corporations,  and  \\'hen 
middle  managers  lose  their  jobs  today,  they  know  they're 
not  going  to  get  those  jobs  back  again. 

MacNeil:  We  just  have  a  few  seconds.  Are  you  hopeful 
or  confident  that  Mr.  Clinton  is  the  man  who  can  provide 
that  kind  of  leadership?  Do  his  talents,  as  demonstrated  so 
far,  give  you  that  confidence? 

SF:  He  has  the  capacity;  I  hope  he  rises  to  the  occasion. 
If  he  doesn't,  he  will  after  losing  the  1994  congressional 
elections.  Or  if  he  doesn't  then,  we'll  get  somebody  who 
will  be  the  new  Teddy  Roosevelt  in  1996.  Our  democracy 
is  vibrant.  Hi 
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ome  advice  for  investors  whose  high-coupon  bonds 
lave  been  called— and  a  caution  for  holders 
f  bearer  bonds. 

rax-exempt 
earers  bewaire 


en  Weberman  is  a  columnist 
)r  Forbes  magazine. 


^  LOT  OF  STATE  and  municipal  bonds 
ill  be  called — redeemed  before  ma- 
turity— in  the  next  few  years,  perhaps 
nore  than  $100  billion  in  1993  alone, 
vlost  of  these  were  sold  a  decade  ago, 
vith  ten  years'  call  protection,  when 
ields  were  as  high  as  12%. 

What  should  you  do  if  your  bonds 
re  called?  My  advice  is:  Resign  your- 
elf  to  reinvesting  at  much  lower 
'ields  and  don't  compromise  on 
}uality. 

James  J.  Cooner,  a  senior  vice  presi- 

knt  at  Bank  of  New  York,  warns  that 

he  investing  herd  has  stampeded  into 

ower-quality  issues  for  their  higher 

/ields.  That  has  driven  prices  up  rela- 

ive  to  higher-quality  issues,  and  nar- 

•owed  the  "quality  spread,"  the  yield 

difference  between  lower- rated  and 

ligher-rated  bbnds.  In  other  words, 

:he  extra  yield  is  too  small  to  justify 

iie  extra  risk. 

An  example:  Long-term  New  York 

ity  bonds,  rated  BBB,  currentiy  pay 

Duly  40  basis  points  (or  four-tenths  of 

1  percentage  point)  more  than  gener- 

il  market  A-quality  obligations.  Giv- 

.^n  New  York  City's  problems,  this  is 

'Cant  reward  for  the  risk  involved. 

'  c  spread  was  as  wide  as  125  basis 

Dints  (or  1.25  percentage  points) 

AG  years  ago. 


As  a  general  class  of  municipal 
bonds,  electric  revenue  bonds  offer 
good  quality  and  returns,  says 
Cooner.  Two  issues  he  favors  are 
Jacksonville,  Fla.  Electric  Authority 
Revenue  bonds,  with  a  6%  coupon 
due  2015,  priced  at  96.27  to  yield 
6.31%,  and  Georgia  Municipal  Elec- 
tric Authority  bonds,  with  a  6%% 
coupon  due  2014,  priced  to  yield 
6.25%. 

Buying  municipals  requires  some 
caution.  Around  1  million,  mosdy 
obscure,  issues  exist,  and  there's  no 
single  source  of  information  about 
them.  The  best  approaches  to  decide 
on  the  kinds  of  bonds  you  want  and 
ask  several  dealers  to  find  suitable 
offerings. 

Shopping  around  may  be  frustrat- 
ing but  is  well  worth  the  effort.  In  the 
secondary  market  the  spreads  be- 
tween bid  and  ask  prices  are  often 
wide,  sometimes  amounting  to  a  half- 
yeaf°s  interest.  Jim  Vogel,  senior  vice 
president  for  municipals  at  First  Ten- 
nessee Bank,  says  an  individual  can 
avoid  overpaying  by  placing  an  order 
for  a  new  issue.  New  offerings  are  sold 
at  a  fixed  price,  first  come,  first  served, 
and  there's  no  sales  charge  or  com- 
mission added  to  the  price.  Among 
his  favorites  are  17-year  State  of  Mis- 
sissippi General  ObUgation  Capital 
Improvement  bonds,  rated  AA.  With 
a  6%  coupon  rate,  the  bonds  are  sell- 
ing at  par. 

The  current  wave  of  redernptions 
could  catch  some  holders  of  old-fash- 
ioned bearer  bonds  unaware,  and  cost 
them  nearly  eight  months'  interest 
when  the  bonds  are  called.  If  you  have 
high-coupon  bearer  bonds,  the 
chances  are  high  they  have  been  called 
or  soon  will  be;  check  with  your  bro- 
ker regularly.  I  know  of  one  case  of  an 
investor  who  called  his  broker  recent- 


ly and  asked  whether  a  bearer  bond 
issue  he  owned  had  been  called.  It  had 
been,  months  earlier.  The  redemp- 
tion money  was  just  sitting  in  a  bank 
somewhere  earning  the  investor  no 
return. 

Most  municipals  issued  through 
the  early  1970s  were  in  bearer  form, 
and  there  are  still  about  $130  billion 
outstanding.  Registered  bonds  began 
replacing  bearer  bonds  in  the  late 
1970s  but  became  mandatory  only 
after  July  1,1983. 

The  ownership  of  bearer  bonds, 
like  cash,  is  nowhere  recorded,  and 
possession  is  considered  evidence  of 
ownership.  Each  bearer  bond  consists 
of  a  certificate  representing  the  cor- 
pus, or  principal,  and  detachable  in- 
terest coupons  to  suffice  until  maturi- 
ty. At  interest  payment  time,  usually 
twice  a  year,  the  bondholder  clips  off  a 
coupon  and  presents  it  to  a  bank  for 
collection. 

In  times  of  heavy  refundings  and 
redemptions  like  these,  there's  a  seri- 
ous disadvantage  in  holding  bearer 
bonds.  Without  a  record  of  owner- 
ship, issuers  or  bondholder  trustees 
have  no  foolproof  way  of  notifying 
holders  that  their  investments  are  be- 
ing called.  They  learn  about  it  only 
when  they  clip  a  coupon  and  it  is 
returned  by  a  bank  with  a  note  dis- 
closing the  call.  Then  th»  bond  cer- 
tificate must  be  returned  for  re- 
demption, which  usually  takes  six  to 
eight  weeks. 

One  way  to  dispose  of  a  bearer 
bond  is  to  put  it  in  your  brokerage 
account,  where  it  may  be  converted  to 
registered  form  or  recorded  as  a  book 
entry.  But  many  brokers,  before 
agreeing  to  accept  a  bearer  bond, 
require  other  evidence  of  ownership, 
such  as  the  confirmation  slip  issued  at 
the  time  of  purchase.  ^ 
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The  potential  continued  demand  for  stock 
is  enormous.  Wall  Street's  ability  to  meet 
that  demand  is  also  enormous. 

Stocks  as 
pork  bellies 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


As  A  COLUMNIST,  my  1992  was  a  big 
improvement  over  my  1991 ,  a  year  in 
which  I  continually  resisted  the  great 
bull  market,  which  commenced  with 
the  bombing  of  Iraq  in  January.  I  was 
correctly  skeptical  of  a  Fed-engi- 
neered economic  recovery,  but  the 
economy  and  earnings  have  had  little 
to  do  with  the  stock  market.  Declin- 
ing interest  rates  have  been  the  stock 
market  story  of  the  last  two  years. 
Recognizing  this  last  year,  I  stopped 
fighting  the  trend. 

My  best  call  was  in  the  Mar.  16, 
1992  issue,  when  I  laid  out  the  bullish 
case  for  natural  gas.  The  column  was 
timely  and  came  very  close  to  catching 
the  lows  in  the  price  of  natural  gas. 
Over  the  next  six  months  the  price  of 
the  fijel  rose  from  about  $1  per  thou- 
sand cubic  feet  to  more  than  $2  be- 
fore trailing  off  recently.  On  balance, 
the  commodity  natural  gas  has  per- 
formed better  than  natural  gas  stocks. 
Frustratingly,  Mesa  Inc.,  recom- 
mended as  a  speculation  in  the  June  8 
issue,  rose  from  4  to  13  a  share  before 
making  a  complete  round-trip.  If  the 
price  of  natural  gas  goes  up  meaning- 
fijlly  from  here,  so  should  the  share 
price  of  Mesa  Inc. 

During  the  winter  of  1991-92,  nat- 
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ural  gas  producers  and  investors  basi- 
cally gave  up  hope  that  natural  gas 
supply  and  demand  would  ever  come 
into  balance.  Reserves  were  not  being 
replaced,  while  consumption  contin- 
ued to  rise.  Eventually,  something 
had  to  give,  and  I  believe  that  it  has.  1 
believe  that  over  the  next  year  the 
price  of  natural  gas  will  rise  through 
its  fi.iel  oil  equivalent  price,  which  is 
about  $3  per  mcf.  During  the  natural 
gas  glory  days  of  the  late  1970s  and 
early  1980s,  natural  gas  contracts 
were  routinely  executed  at  take-or- 
pay  prices  as  high  as  $9  per  thousand 
cubic  feet. 

Contrary  to  popular  belief,  1  sus- 
pect that,  hke  the  price  of  natural  gas, 
many  other  cyclical,  commodity- 
type  products  will  rise  dramatically  in 
price  over  the  next  two  years  if  the 
world  economy  experiences  any  sort 
of  recovery.  Typically,  many  of  the 
companies  I  talk  to  are  operating 
close  to  capacity,  doing  it  with  30% 
fewer  employees  than  they  were  five 
years  ago  and  are  generating  returns 
that  are  barely  satisfactory.  What 
happens  if  demand  picks  up  just  a 
little.''  Prices  go  through  the  roof.  I 
think  we  could  see  dramatic  rises  in 
the  prices  of  paper,  linerboard,  ce- 
ment, gold  and  aluminum.  If  there  is 
no  worldwide  economic  recovery,  all 
bets  are  off 

Another  recurring  theme  of  mine 
has  been  the  ever  increasing  tendency 
of  stocks  to  trade  less  like  stocks  and 
more  like  commodities  (Apr.  13, 
1992).  1  have  a  friend  who,  when  he 
talks  down  to  people,  likes  to  say, 
"Listen,  I  can  explain  it  to  you,  but  I 
can't  understand  it  for  you."  I  think 
that  value  players  on  both  the  long 
and  short  sides  of  the  market  under- 
stand this  phenomenon.  They  are 
frustrated  by  it  and  resist  it.  I  know 


that  is  the  case  with  me.  In  an  ideal 
ized  stock  market  world,  an  investor 
could  buy  undervalued  stocks,  short 
overvalued  stocks  and  live  happily 
ever  after.  That,  unfortunately,  is  not 
the  way  the  stock  market  world  is. 

The  "dedicated"  short-sellers  I 
'know  have  been  absolutely  miserable 
for  the  last  two  years.  For  the  most 
part,  they  have  been  right  on  their 
fimdamental  research  and  shredded 
to  pieces  by  the  stock  market. 

Until  January  1991  an  ideal  short 
could  briefly  have  been  described  as 
follows:  "Market  capitalization  is  ab- 
surdly high  relative  to  potential  earn- 
ings. Company  is  burning  cash.  Insid- 
ers are  selling.  The  product  is  infe- 
rior." A  company  so  described  would 
naturally  have  attracted  short-sellers. 
In  each  stock  market  rally  since  Janu- 
ary 1991,  the  high  short-interest 
stocks  have  perhaps  performed  better 
than  any  other  group.  Ver}^  peculiar. 

With  stocks  at  extremely  high  valu- 
ation levels  historically  relative  to 
earnings,  book  value  and  dividends, 
common  sense  would  seem  to  indi- 
cate that  the  bull  market  has  run  its 
course.  In  my  Aug.  3, 1992  column  1 
went  over  the  Goldman,  Sachs  strate- 
gy argument  that  the  amount  of  mon- 
ey available  for  stock  market  invest- 
ment as  measured  by  household  li- 
quidity has  barely  been  tapped. 

You  will  never  hear  a  competent 
commodity  trader  make  a  statement 
like,  "Pork  bellies  are  overvalued." 
The  commodity  trader  is  interested 
in  the  supply  and  demand  for  pork 
bellies.  Based  upon  the  measure  of 
household  liquidity  available  for 
stock  market  investment,  the  poten 
tial  continued  demand  for  stock  is 
enormous.  Unfortunately,  Wall 
Street's  ability  to  meet  that  demand 
by  issuing  new  shares  in  public  offer- 
ings is  also  enormous.  Underwriting 
and  issuing  new  shares  is  where  Wall 
Street  currently  makes  its  living.  The 
new  issues  calendar  will  grow  until 
investors  gag. 

Currently,  it  is  easy  to  get  a  new 
issue  done.  When  Wall  Street  starts  to 
have  major  problems  with  new  mcr 
chandise,  that  will  be  the  sign  that  the 
bull  market  has  run  its  course.  When 
Wall  Street  can't  get  its  deals  done, 
then  those  miserable  bears  can  lift 
their  heads  a  little.  Until  then,  be 
careful  on  the  short  side.  Bi 

Forbes  ■  January  18,  1993 


'■ 


r/iU».H;milnmnili!l;] 


MONEY  &  INVESTMENTS 


Interested  in  securities  of  bankrupt  companies? 
It's  a  complicated  chore,  but  here's  a  service 
that  will  do  a  lot  of  the  work  for  you. 

Going  for  broke 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  7776  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


THERE'S  GOOD  MONEY  to  be  made 
investing  in  bankruptcy  stocks,  but 
it's  not  an  exercise  for  the  casual 
investor.  There  is  a  definitive  new 
book  on  the  subject  {Bankruptcy  In- 
vesting, by  University  of  Massachu- 
setts Professor  Ben  Branch  and  bank- 
ruptcy attorney  Hugh  Ray,  Dearborn 
Financial  Services,  $29.95).  It  re- 
minds us  that  in  order  to  make  bank- 
ruptcy investing  more  than  just  a 
crapshoot,  we  must  be  prepared  to 
digest  legal  documents,  investigate 
the  record  of  the  bankruptcy  judge 
and  attend  the  organizational  meet- 
ing of  the  bankrupt  company's  credi- 
tors committee. 

But  the  rewards  are  great  for  those 
willing  to  do  the  work.  The  first-place 
investment  letter  for  all  of  1992,  on 
the  basis  of  11  months  of  performance 
data  calculated  by  the  Hulbert  Finan- 
cial Di£[esi,  most  likely  will  be  The 
Turnaround  Letter  {edited  by  George 
Putnam) — which  analyzes  companies 
that  are  in,  or  emerging  from.  Chapter 
1 1 .  Through  the  end  of  November 
Putnam's  letter  had  produced  a  gain 
of  56.9%— far  above  die  7.1%  total 
return  for  the  Wilshire  5000.  Put- 
nam's 1992  performance  is  not  a 
fluke:  Over  the  five  years  that  the  hfd 
has  followed  Putnam's  service,  it  is 
one  of  the  select  few  that  has  beaten  a 


buy-and-hold  strategy,  with  a  gain  of 
109.4%  versus  the  market's  105.4%. 

Bankruptcy  investing  has  great  po- 
tential because  the  stock  market  isn't 
very  efficient  in  pricing  distressed 
companies.  More  often  than  not,  for 
example,  the  market  overreacts  to  the 
downside  at  the  point  a  company 
enters  into  Chapter  11.  This  creates 
an  opportunity  for  the  shrewd  inves- 
tor to  pick  off  securities  at  fire-sale 
prices.  And  when  a  company  emerges 
from  Chapter  1 1 ,  the  market  typically 
overreacts  to  the  upside.  For  example. 
Lone  Star  Industries  recently  pro- 
posed a  plan  of  reorganization  that 
would  give  stockholders  between  66 
and  91  cents  per  share.  The  stock  rose 
upon  the  news,  from  3  to  3V2,  making 
it  a  great  short  sale. 

Another  good  example  of  the  inef- 
ficient market  for  securities  of  bank- 
rupt companies:  the  skewed  pricing  of 
the  stocks  and  bonds  of  Salant  Corp., 
the  clothing  company  that  is  just 
emerging  from  Chapter  11.  Accord- 
ing to  Salant's  proposed  plan  of  reor- 
ganization, holders  of  Salant's  13%% 
bonds  will  receive  about  87  shares  of 
common  stock  per  bond.  With  Sa- 
lant's common  currently  priced  at 
9V8,  the  bond  should  be  trading  at 
around  $794 — almost  double  its  cur- 
rent price  of $402. 

To  exploit  this  arbitrage  opportu- 
nity, Putnam  recommends  buying  Sa- 
lant bonds  and  shorting  an  equal  dol- 
lar amount  of  the  common  stock.  You 
make  money  as  the  ratio  of  the  bond's 
price  to  the  stock  widens  to  87-to-l 
from  its  current  48-to-l.  "Clearly," 
as  Putnam  says  about  Salant,  "the 
bankruptcy  security  market  is  not  effi- 
cient. But  that's  why  we  like  it." 

A  second  bankruptcy  play  that  Put- 
nam likes:  Carter  Hawley  Hale  (re- 
cent price,  9),  which  runs  a  chain  of 
department  stores  on  the  West  Coast 
and  which  emerged  from  bankruptcy 
111  October.  What  particularly  attracts 


Putnam  to  Carter  Hawley  is  that  the 
turnaround  investment  fund  Zell/ 
Chilmark  (run  by  Sam  Zell  and  David 
Schultc)  invested  $250  million  in  the 
company  at  the  equivalent  of  $10  per 
share.  Zell  has  been  successfully  resur- 
recting bankrupt  companies  for  years 
(earning  him  the  nickname  of  "the 
grave  dancer"),  and  Schulte  is  also  a 
very  experienced  turnaround  artist. 

"If  Zell  and  Schulte  were  willing  to 
invest  more  than  $250  million  at  $10 
per  share,"  Putnam  argues,  "the  rest 
of  us  mere  mortals  should  certainly 
consider  plunking  down  a  few  bucks" 
to  buy  the  stock  when  it  is  trading  for 
less.  Accordingly,  Putnam  rates  Car- 
ter Hawley  a  buy  up  to  $10. 

A  third  source  of  inefficiency  in  the 
turnaround  sector:  sheer  boredom,  as 
investors  wait  for  stocks  to  emerge 
from  Chapter  11.  According  to 
Branch  and  Ray,  it  takes  an  average  of 
25  months  for  the  bankruptcy  court 
to  approve  a  Chapter  11  company's 
plan  of  reorganization.  The  current 
granddaddy  of  bankruptcies,  for  ex- 
ample, is  LTV— which  just  spent  its 
seventh   Christmas  in   Chapter   11. 

"Bondholder  fatigue  has  reached 
such  an  extreme  level,"  according  to 
Putnam,  "that  even  normally  patient 
turnaround  investors  have  thrown  in 
the  towel  on  LTV."  Putnam  expects 
LTV  finally  to  emerge  from  bankrupt- 
cy by  mid- 1993,  however.  And  he 
likes  the  secured  bonds  of  LTV  subsid- 
iary Jones  &  Laughlir  (the  978%  bond 
of  1995,  the  9%%  bond  of  1996  and 
the  8%  bond  of  1998).  But  he  would 
steer  clear  of  LTV's  common  stock. 

Bankruptcy  investing  is  not  for  the 
faint  of  heart.  Putnam's  recommend- 
ed portfolios  have  been  more  than 
twice  as  volatile  (or  risky)  as  the  aver- 
age stock.  And  it's  not  for  those  look- 
ing to  make  a  quick  buck.  But  for 
long-term  oriented  investors  with 
strong  constitutions,  the  rewards  can 
be  great.  ^M 
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Companies  and  money  managers  have  to  come  clean  at 
least  once  a  quarter.  It  is  not  unreasonable  that  Forbes' 
columnists  are  asked  to  do  so  just  once  a  year. 

Begiimeir's  luck^ 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


Investors  today  are  not  a  patient 
lot,  by  and  large.  Speedy  communi- 
cations, technological  innovation 
and  round-the-clock  trading  have 
made  markets  more  efficient.  The 
same  forces  have  made  investors 
more  anxious  and  more  inclined  to 
bail  out  of  stocks  on  the  basis  of  one 
piece  of  bad  news  as  fast  as  they 
stampede  into  stocks  on  the  basis  of 
good  news.  Companies  and  money 
managers  have  to  "come  clean"  at 
least  once  a  quarter.  Now  Forbes' 
columnists  are  asked  to  do  so  just 
once  a  year,  which  seems  perfectly 
reasonable. 

First,  my  "quick  results"  tally. 
Since  June  I  have  written  eight  col- 
umns. Even  in  today's  world  it  seems 
a  bit  premature  to  judge  my  advice  to 
invest  in  "chicken  cyclicals,"  which 
was  published  in  December.  Of  the 
remaining  seven  columns,  four  of- 
fered moneymaking  ideas;  the  other 
three  have  lost  money  thus  far.  The 
following  paragraphs  contain  sum- 
maries of  each  column  and  a  com- 
ment about  performance. 
■  Leveraged  equities  (June  18).  In- 
vestors in  leveraged  companies 
should  benefit  from  a  double-bar- 
reled boost  to  value:  These  firms  are 
getting  out  from  under  onerous  inter- 


est payments  and  debt  burdens,  even 
as  business  is  picking  up.  So  far,  only 
the  most  speculative  recommenda- 
tion in  this  group — TW  Holdings — 
has  made  investors  any  money,  essen- 
tially because  the  company  has  been 
restructured  with  the  help  of  a  large 
equit)'  infiision  from  Kohlberg  Kravis 
Roberts.  The  rest — Owens-Corning 
Fiberglas,  Sealed  Air  and  Black  & 
Decker — have  yet  to  see  a  pickup  in 
business  based  on  the  economic 
cycle.  This  year  should  provide 
some  improvement. 

■  Stocks  to  buy  now  (July  16).  Spe- 
cialty' chemical  companies  have  some 
cyclical  exposure,  but  their  market 
position  and  pricing  structure  set 
them  apart  from  firms  that  are  highly 
dependent  on  the  economic  cycle. 
My  recommendations  in  this  group — 
Betz  Laboratories,  Nalco  Chemical, 
Imcera,  Great  Lakes  Chemical  Corp., 
Sigma-Aldrich  Corp.,  Morton  Inter- 
national, Eco-Lab  Inc.,  Safet}'-Kleen 
Corp. — are  well  ahead  of  a  relatively 
flat  Dow  Jones  industrial  average. 
These  stocks  should  continue  to  do 
well  in  1993. 

■  Baby  boom?  (Au^.  3).  In  the  first  of 
two  columns  proposing  alternatives 
to  investments  in  money  market 
fiands,  I  suggested  buying  the  Bell 
regionals.  These  are  high-quality 
companies  with  good  prospects  for 
earnings  and  dividend  growth.  With  a 
healthy  dividend  yield — 5. 3%  on  aver- 
age when  we  wrote  the  story — and  a 
strong  price  performance,  the  group 
has  substantially  outperformed  cash. 

■  Interest  rate  strategies  (Auff.  31). 
The  second  alternative  that  I  sug- 
gested for  money  fund  investors — 
ten-year  bonds  issued  by  the  Ameri- 
can, British  and  German  govern- 
ments— has  not  fared  as  well.  This 
has  been  a  modestly  unprofitable 
recommendation,  largely  because  of 
weakness  in  the  U.K.  pound  and  the 
fact  that  I  did  not  recommend  hedg- 


ing the  currency.  Incidentally,  a 
number  of  readers  have  pointed  out 
that  buying  U.K.  gilts  and  German 
bunds  is  very  difficult  for  the  average 
investor  because  round  lots  are  typi- 
cally $500,000  or  more. 

■  Growth  at  a  discount  (Sept.  28). 
Tambrands  is  a  company  with  a 
strong  basic  business  and  remark- 
able fundamentals.  The  stock  is  up 
and  is  also  modestly  ahead  of  the 
Dow  Jones  industrial  average  since 
this  column  was  published.  There 
are  incredible  mood  swings  taking 
place  in  the  market.  One  moment 
investors  flock  to  cyclicals  (this  was 
particularly  true  in  the  second  quar- 
ter of  1992 ),  then  they  become  con- 
cerned about  the  economy  and  flock 
to  growth  (this  was  true  in  the  sum- 
mer and  fall).  In  December,  the 
trend  reversed  again.  As  a  growth 
stock,  Tambrands  has  been  whipped 
around  in  the  process,  even  though 
the  long-term  favorable  story  re- 
mains intact. 

■  Testing,  testing  (Oct.  26).  The 
clinical  testing  business  represents 
an  opportunity  to  capitalize  on  a 
range  of  trends  in  the  medical  field, 
among  them  the  aging  population, 
concern  about  malpractice  and  the 
pressure  to  reduce  medical  costs. 
The  group  I  recommended:  Cor- 
ning Inc.,  National  Health  Labora- 
tories, Inc.,  Damon  Corp.  and 
Applied  Bioscience  International. 
These  stocks  were  doing  quite  well 
until  a  few  weeks  ago,  when  Nation- 
al Health  settled  a  dispute  with  the 
government  at  $110  million — a  fig- 
ure much  higher  than  expected.  The 
logic  for  recommending  the  group 
still  holds  in  my  view,  but  now  pa- 
tience will  be  required. 

■  Good  news  for  Clinton  (Nov.  23). 
The  Clinton  win  did  not  produce  the 
widely  anticipated  sclloft'  in  stocks,  I 
continue  to  believe  that  there  is.  a 
strong  case  to  be  made  for  equities: 
The  recovery  will  be  slow  but  steady, 
borrowing  costs  and  debt  levels  arc 
shrinking,  corporate  balance  sheets 
are  strengthening,  and  corporate 
profit  and  dividend  growth  is  likely 
to  be  surprisingly  robust.  I  stand  by 
my  one-year  forecast  of  3500  to  3600 
on  the  nji. 

The  bcttcr-than-average  results  as  a 
freshman  columnist  are,  it  is  hoped, 
more  than  just  beginner's  luck.      §■ 
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)ptions  are  like  lottery  tickets: 

hey  limit  potential  losses  while  leaving 

ipen  the  potential  for  very  large  gains. 


'indrew  J.  Krieger  is  managing  director 
f  KB  Currency  Advisors,  Inc., 
foreign  exchange  investment  management 
ind  hedging/advisory  firm 
)^sed  in  Englewood  Cliffs,  N.J. 
•te  is  autfior  of  The  Money  Bazaar. 


WROTE  my  first  Forbes  column  Sept. 
18,  1992  and  the  association  has 
wrought  me  luck.  Each  of  the  trade 
deas  I  proposed  quickly  went  up  in 
.^rice,  sometimes  within  days. 

My  first  recommendation,  for  ex- 
imple,  was  to  pay  $375  (not  counting 
:ommissions)  for  a  March  1993 
strangle  on  the  yen.  A  strangle  is  a 
:wo-sided  bet,  combining  a  call  that 
ises  in  value  when  the  yen  rises  with  a 
put  that  rises  when  the  yen  falls.  In  a 
trangle,  both  options  are  out  of  the 
money,  meaning  that  the  option  buy- 
er wins  only  if  the  currency  in  ques- 
tion moves  sharply  in  either  direction. 

Sell,  1  originally  said,  as  soon  as  the 
strangle  quadruples  in  value  to 
$1,500.  The  yen  immediately  surged 
to  alltime  highs  as  it  assumed  a  safe 
haven  status  in  the  European  currency 
turmoil.  When  the  strangle  jumped  to 
$787  I  changed  my  selling  advice.  I 
suggested  (Oct.  26)  selling  half  the 
position,  locking  in  a  small  precom- 
mission  profit.  The  strangle  is  now  at 
$25 — that  says  something  about  op- 


tion volatility — but  we  have  until 
March.  By  the  way,  I  don't  just  buy 
and  hold  options.  A  fiiture  column 
will  discuss  how  to  hedge  positions, 
which  is  to  say,  trade  against  them. 

I  am  fiilly  aware,  however,  that  no 
investor  can  realistically  expect  to  buy 
only  winners.  The  key  to  success  in 
currency  trading  is  to  work  within 
tight  risk  control  guidelines  so  that 
when  the  investor  is  hot  he  can  earn 
big  profits  and  when  (inevitably)  he  is 
cold,  he  can  live  with  the  losses. 

The  way  to  do  that  is  to  buy  op- 
tions. An  option  buyer  can  easily 
enough  lose  the  entire  amount  bet  on 
one  trade.  But  the  loss  can't  be  any 
greater,  and  there's  also  a  lot  of  lever- 
age that  can  work  in  the  investor's 
favor.  It's  quite  possible  for  a  move  as 
small  as  1%  in  the  yen  to  double  the 
value  of  a  long-shot  option. 

Ih  short,  options  give  the  investor 
an  asymmetrical  risk/reward  profile.  I 
do  not  like  symmetrical  bets.  I  don't 
like  even-money  bets.  I  prefer  stacked 
odds,  situations  where  my  potential 
gains  far  exceed  my  potential  losses. 
Options  also  give  an  investor  the  op- 
portunity to  make  money  even  when 
he  has  no  idea  which  way  the  market 
will  move. 

For  example,  just  prior  to  Jan.  15, 
1991,  the  market  was  quietiy  trading, 
even  though  President  Bush  had  giv- 
en Saddam  Hussein  an  ultimatum 
that  expired  on  that  date.  Some  cur- 
rency speculators  reasoned:  If  Hus- 
sein capitulates,  it  will  be  business  as 
usual  and  the  dollar  will  most  likely 
resume  its  downtrend  against  Euro- 
pean currencies;  on  the  other  hand,  if 
Hussein  invites  conflict,  the  dollar 
will  climb  as  investors  focus  on  its  safe 
haven  status.  This  was  an  ideal  situa- 


tion for  buying  a  strangle.  If  there  was 
a  major  move  in  either  direction,  one 
option  would  go  way  into  the  money 
while  the  other  would  simply  expire 
worthless.  The  profit  on  the  winner 
would  far  exceed  the  loss  on  the 
worthless  one. 

And  that's  just  what  happened. 
Within  ten  weeks  of  Bush's  deadline, 
the  dollar  moved  sharply  up  against 
most  European  currencies. 

This  ability  to  play  for  large  market 
moves  without  a  directional  bias  is 
unique  to  options.  With  a  spot  or 
ftitures  trade  you  are  either  short  or 
long — that  is,  you  must  make  a  direc- 
tional bet. 

Options  aren't  perfect.  With  op- 
tions you  can  be  right  on  direction 
but  still  lose  if  your  timing  is  off.  That 
happened  to  me  last  year.  I  believed 
the  sterling/yen  cross  rate  had  come 
to  an  important  threshold.  Either  the 
pound  would  dramatically  reverse  its 
20 -year  downward  trend  versus  the 
yen,  or  the  pound  would  break 
through  its  five-year  consolidation 
pattern  and  fall  sharply  to  new  lows. 

My  bias  was  for  the  pound  to  col- 
lapse, as  I  felt  a  move  in  that  direction 
was  the  overwhelmingly  more  proba- 
ble one,  considering  only  the  fiinda- 
mentals  (that  is,  the  economic  forces). 
But  I  wasn't  going  to  bet  the  farm 
against  the  pound.  So  1  structured  a 
trade  that  would  profit  regardless  of 
how  the  relationship  changed — as 
long  as  a  large  move  ensued.  I  layered 
the  trade  over  three  distinct  time  hori- 
zons using  a  series  of  independent 
option  strategies,  each  with  slightiy 
different  directional  weightings. 

Collectively,  the  positions  had  the 
potential  of  earning  significant  re- 
turns if  I  was  right,  while  each  strategy 
risked  only  a  small  amount  of  my 
capital.  Initially  this  trade  was  one  of 
the  most  frustrating  of  my  career.  The 
market  ranged  quietiy  fo-  nearly  seven 
months.  Two  of  the  three  option  bets 
I  had  placed  expired  worthless.  Then, 
with  the  crash  of  the  European  Mone- 
tary System  in  September,  the  pound 
crumbled  against  the  yen. 

I  was  very  right  about  the  big  move 
in  the  sterling/yen  relationship,  but 
my  timing  was  off" and  I  made  less  than 
I  had  hoped.  Option  investors  must 
get  the  timing  right.  Invest  only  when 
you  feel  there  is  a  very  strong  possibili- 
ty of  an  imminent  move.  ^ 
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for  only  ^St  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Une's  most  recent  Ratings  and  Reports  on 

g      1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Slocks.  You  will  also  receive 

3  analyses  of  about  130  stocks  each  week  for  10  weeks  for>6S  $55.  Available  only  once  every  two 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  La^ser's  Your 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  nnoney-saving  tips  for  reducing  your  taxes  • 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or 

CaU  ToU-Free  1-800-833-0046 

^  (Ext.  2903-Dept,  21 6J 18)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 

NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

jrhe  Value  Line  Investment  Survey* 

711  3rd  Avenue 
JfV'.  NY  10017-4064 


FINANCIAL  SERVICES 


VOICE  MAIL 


J»"^ 


Global  Investing 

Global  Investing.  The  essential 
twice-monthly  new/sletter  for  inter- 
nationalizing your  portfolio  using 
Wall  Street's  fastest  growing  instru- 
ments: American  Depositary  Re- 
ceipts and  international  closed-end 
funds.  Global  Investing.  The  only 
independent  publication  highlighting 
top-performing  ADRs  of  foreign 
stocks  and  bonds  plus  closed-end 
funds  which  looks  after  investors, 
not  brokers'  trading  volume. 

In  its  first  18  months.  Global 
Investing's  model  yield  portfolio 
earned  interest  of  11.05%  while 
rising  5.9%.  Global  Investing's  buy- 
and-hold  portfolio  is  up  4.7%.  Global 
Investing's  speculative  portfolio  is 
up  30.3%.  Global  Investing's  port- 
folio of  closed-end  funds  produced 
gains  of  8.7%  and  yields  of  6.6%. 
Our  closed  positions  produced  a 
gain  of  28.5%.  (As  of  Nov.  30) 

Priced  normally  at  $425,  Global 
Investing  is  being  offered  at  $199  to 
respondents  to  this  ad.  Free  sample 
issue  on  request. 

Global  Investing 

35  Sutton  Place,  Suite  14F 
New  York,  NY  10022-2464 

(212)758  9480 


^t^^ 


^LAST 


VOICE  MAIL 
->*    TELEMARKETING 
♦*tALL  PROCESSING 

Tfanslofm  youi  PC/XT«T/386  mto  a  mulWine  voice  pro- 
cessing comman<)  cenlef  Intclligenlly  process  your 
sales,  inquires,  and  n-iessages  Complete  package 
MUlti-Llne  Voce  Solution)  $995 

SINGLE  LINE  (SigmOuth)  S295 

l[)«velope"OEM  pacli30es  avatiaWet 

VISA  — MC—AMEX -COD 
FOH  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL    ISIOi  522  3800  •  fAX    15101  522-5556 

TALKING  TECHNOLOGY,  INC.    Ji 

)I25  AtLANIIC  AVE   •AlAMtOA   CA  94501     /// 


FINANCIAL  SERVICES 


SHARING 


(SCARING 


UNHAPPY  with  returns  on  CD's,  Mu- 
tual Funds  and  other  investments? 
EARN  up  to  35%  - 100%  PLUS  PER 
YEAR  in  a  managed  currency  port- 
folio. Min.  Invest.  $10,000 
Call  Tom  or  Eric 
718-626-0426  if  busy  917-919-9889. 


$159M  PROFIT 
FOR  JV  PARTNER? 

Need  partner(s)  wrlth  $2.6M  ($1.2M 
now)  for  a  simple,  proven  business. 
Have  patented  working  prototype 
that  solves  a  major  problem.  21 
years  &  $1M  already  invested. 
Principals  only.  814-255-6005. 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manjitacluring  to  Small  Retail  Stiops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 
state  fees 


Call  toll-free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Cdrporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
§)doHain'     Call/Write  tor  FREE  KIT: 


P.O.  Box  484-FB 

Wilmington,  DE  19699 

800-321-CORP- 302-652-6532 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  lull  olpart 
time  business  you  have  always  dreamed  about! 

An  excelleni  home  operaled  business'  Books  sell  lasl  in  stores! 
Al  (airs'  Parties'  Malls'  Or  mail  order .  .  -  anywhere  Ihere  are 
people.  High  earnings  possible  making  and  selling  our  exciling 
line  o(  personalized  books  (lor  children  1  grown-ups). 
Personalized  audio  lapes  and   stationery  available  also. 

,. -"T  %     CALL  TODAY!  (214)  248-9100 

^n.     '      0«  K  ENTERPRISES,  INC. 
'nW  My  V«ry  Own  Books 

^^  3216Uimm3n(tef  Di  IIP'  Oept  41  Carrollofl,  rx  75006 


BOOKS  &  PERIODICALS 


OFF  SHORE  BANKING  GUIDE 


Hnjoy  tax  iroo  banking  in  the 
Cayman  Islands,  or  any  other 
Caril)l)eaii  counliy.  Directory 
includes  addresses  and  phone 
numbers  of  all  o(T  shore  i)anks. 

$39.95  check  to  m  Spy  Supply 

TColbyCt.Dcpt,  FI 
Bedford,  Nil  (Kil  10  (6]7i;}27-7272 


MBA  Degrees      rQf 

through  honne  study  in  Marketing  _ 
Management,  Human  Resourcel:  uyP 
Health  Care  Administration,  Inter-i' '"" 
national  Business.  Save  tim(...|.> 
effort  and  money  for  AA,  BBA  )  zt , 
MBA.  Get  the  facts  and  see  fc'"'"^''' 
yourself.  Call  (800)  477-225<ie«ay 
Southern  California  University,  20  icess  ' 
Fashion  Lane-#F,  Tustin  CA  9268  f 


COLLEGE  DEGREE    ^ 

BACHELORS  •  MASTERS  •  DOCTORATI  »£"* ' 
For  Work,  Lilt  and  Aea4«N 
EiporloMi  •  No  Clauroo* 
Atttndanct  Rtqulrtd 

1-80(M23-3244 

FAX(310)471-645( 

or  MINI  dttiiltd  rotunw 

lor  Frte  Evaluation 

Pacific  Western  University 

IK  600  N  Stpulveda  BlvO  Otpi  165.  Los  Angeles.  CA  9004! 


fMKAMEKICANHrAUI 

ASSCftlAllON 
MIMORIAI.i'KCQiKAM. 


«♦%  American  Heart 
V  Association 


This  space  provided  as  a 
public  service 


or 


FORBES  MARKET 


PERSONAL  CARE 


'iTOP  SWEAT 
WEEKS 

rionic®  is    an    in- 
•edibly  more  effec- 
ve  way  to  combat 
<cess    sweat    — 
ithout   chemicals, 
ectronic  treatment 
ves  6  weeks  dry- 
ss.   Reusable  —  ( 
ife  &  effective  say' 
)  medical  books. 
Send  for  free  information. 

ENERAL  MEDICAL  CO.  Oept.  FOB  55 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


einOQCNMEOCO 


MISCELLANEOUS  FOR  SALE 


NVESTMENT  GEMSTONES! 
iUARANTEED  LIQUIDITY!!! 

:  buy  &  sell  Diamonds  and  all  Precious 
mstones.  Free  wholesale  catalog  since 
S7!  Member:  Jewelers  Board  of  Trade  & 
amber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  4234S 

TOLL  FREE  1-800-626-8352 


FORBES  MARKET/ 
CLASSIFIED 

To  spotlight  your 

specialty  product  or 

service  to  an  affluent 

proven  responsive 

executive  audience: 

WRITE,  CALL  OR 
'AX:  LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)620-2440 
212)  620-2472  (FAX) 


EXECUTIVE  GIFTS 


Behold 


One  has  bt«n  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  fix)ats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

liUey  Endurancs  1-800-338-2797 

3525  Seneca  St. ,  West  Seneca,  NY  14224 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
^    =,    WARBIRDS 


•  16"  to  22"  models  ore  hond- 
crafted  from  solid  mohogony  with 
hondpointed  markings  and  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99.50 

•  Sotisfoctlon  guoronteed 

Col  1-800-950-9944 


PACiric 


WOamiiAMNGMMIBS 

OffMf 

AnOMJVTVB 

U2iSNo*79*Slreel 
Scom(M<*>paA,A2B5M) 

16021991-lWI   .^^    aC 


FORBES  BINDERS 


CASE 


SAVE  YOUR  COPIES  OF  FORBES 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age. They  hold  about  half  a 
years  issues  Made  from  re 
Inforced  board  covered  with 
leather-like  material  in 
red.  Title  is  hot-stamped 
in  gold.  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods.  BjMOER 

Cases:  1 -$7.95  3-$21.95  6-$39.95 
Binders:  1-$9.95  3-$27.95  6-$52.95 
ORDER  FROM  Jesse  Jones  Industries.  DepI  FB. 
499  East  Erie  Ave ,  Phila ,  PA  19134  Enclose 
name,  address  (no  P  O  Box)  &  payment.  Add  $1  per 
unit  (or  P&H  Outside  USA  $2  50  per  unit  (US  funds 
only)  Pa  residents  add  6%  sales  tax  Credit  card 
orders  call  l-800-825-669U(min  $15)  Please  allow 
4  to  6  weeks  for  delivery  Satisfaction  Guarantaad. 


brbesrCapitalistlboI® 


CORPORATE  ITEMS 


Build  Team  Spirit  with  LAPEL  PINS 


:-  ///..' 


Recognize!  Award!  Promote!  Celebrate! 

Special  money-saving  offer  with  this  ad 
Fast,  efficient  ordering  &  service 

1-800-486-3617  EXT.  12 

HRS:  7:30AM-4:00PM-PACIFIC  TIME 


LflPEL  PIN,  INC 


6381  HOLLYWOOD  BLVD.,  SUITE  505,  HOLLYWOOD,  CA  90028 


PRESENTATION  EQUIPMENT 


The  most  advanced  pen  sized 

Laser  Pointer       incredible  Low  Price 


$72 

Silver  Only 
S6.00 
SaH 


Don't  Lose  Their  Attention! 

Bnght  red  laser  dot  lets  your  audience  focus  on 

your  topic  and  lets  you  direct  the  presentation. 

Ideal  tor  seminars,  classrooms  and  all  presentations. 


55  Oak  Court.  Danville,  CA  94526 
Tel  510-8201763  Fax  510-820-8738 


800-854-6686  oe 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  re.st 
•Built-in  adjustable 

lumbar  support 

NCI*'' 
To  fit  indiiidiials  from  5'2"  up  to  6'6". 


BackSaver  (•'•>  i-«<»o-2si-222s 

I:i\  li  \n-.  l-.SIlll-44v>)(i(l>l 

S3  KffriA  Am-..  FMF.  llolliMi.ii,  MA  (11746 


EDUCATION  &  TRAVEL 


CAMBRIDGE  UNIVERSITY  ENGLAND 


Summer  Programmes 
Teens  15-18  July  18-Aug.  7 
Adults  July  31 -Aug.  7 
at  Queens'  College 
800-922-3552  or  312-787-7477 


PRESENTATION  SERVICES 


V^    PostScript 
\  Imaging 

12-HOUR  TURNAROUND 

•Slides  •Overheads 

•  Canon  Color  Lasers 

•  Scanning  Services 

All  major  software  packages 
supported.  Fast,  efficient  service, 
unbeatable  quality.  See  how  easy 
Imaging  can  be...  CALL  TODAY! 

(800;  232-5411 

(404)  874-6740 

22  Seventh  Street  Atlanta.Oeorqia  30308 


TICKETS 


Global  Ticket  Service 

Concerts,  Sports.  Theatre-Nationwide 


Supertx)wl-lndy-Derby  -  ly/lasters-Final  4- 
NBA-NFL- Phantom,  Miss  Saigon-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1 971  •  Visa 
Call  800-753-2871 /Fax:  609-795-4939 


STREETWALKER 


EDITED  BY  THOMAS  JAFFE 


Great  company, 
ovenraluea  stock 

After  recently  hitting  an  alltime 
high  of  nearly  40,  shares  of  Chicago's 
William  Wrigley  Jr.  Co.,  the  chewing 
gum  company,  have  lately  backed  off 
14%,  to  34V4.  But  if  you're  thinking  of 
buying  on  weakness,  listen  to  analyst 
William  Leach  of  Donaldson,  Lufkin 
&  Jenrette.  In  effect  Leach  asks:  What 
weakness?  Wrigley  stock  is  still  up 
over  60%  since  December  1991,  and 
is  selling  for  a  rich  24  times  the  $1 .40 
a  share  that  he  is  predicting  in  1993. 
Weakness? 

Don't  get  Leach  wrong.  He  ad- 
mires $1.25  billion  (estimated  1992 
sales)  Wrigley.  The  company,  101 
years  old,  still  accounts  for  almost  50% 
of  the  U.S.  chewing  gum  market.  He 
also  likes  its  debt-free  balance  sheet. 

But,  from  a  stock  market  point  of 
view.  Leach  thinks  Wrigley  is  overv^al- 
ued.  He  points  out  that  over  the  past 
20  years  its  shares  sold  for  an  average 
P/E  of  only  14,  and  never  for  more 
than  20  times  earnings  until  recendy. 

Wrigley's  per-share  earnings  have 
grown  about  20%  annually  over  the 
past  five  years.  Impressive.  But  Leach 
doubts  that  growth  rate  is  sustainable. 
Why?  Because  it  has  resulted  from  an 
enormous  increase  in  net  margins, 
from  7 .7%  to  11.2%.  He  notes  that 
sales,  by  contrast,  grew  only  10%  a 
year  during  the  period.  Leach  thinks 
incremental  margin  improvement 
from  current  levels  will  be  difficult. 
Moreover,  about  40%  of  Wrigley's 
earnings  are  from  overseas,  mostly 
Europe.  Leach  expects  the  recent 
strengthening  of  the  dollar  to  slow 
overseas  earnings  growth  in  1993. 

Leach  says  Wrigley  is  worth  a  10% 
premium  to  the  market.  That  would 
put  the  stock  at  only  27,  more  than 
20%  below  its  price  today.  Leach's 
advice:  Sell. 

Stocks  foi*  a  new 
Administration 

Last  summer,  Forbes  columnist 
Laszlo  Birinyi  Jr.,  president  of  New 
York- based  financial  consulting  firm 
Birinyi  Associates,  constructed  two 
model  stock  portfolios.  One  was  com- 
posed of  stocks  Birinyi  thought  would 
do  well  if  George  Bush  won  the  elec- 
tion. The  other  was  made  up  of  stocks 
that  would  benefit  if  Bill  Clinton  won. 


Birinyi  picked  beautiftiUy.  From 
Labor  Day — the  unofficial  beginning 
of  the  campaign — through  the  elec- 
tion, the  s&p  500  rose  1.32%.  But 
Birinyi's  Clinton  stock  portfolio  ad- 
vanced 10.5%,  or  68%  annualized. 
Some  of  the  better  performers  on  that 
list:  Granite  Construction  (19  to 
23V4);  Birmingham  Steel  (22y2<-to 
29);    United    Healthcare    (44^4    to 


Molten  metal  at  a  USX  plant 
"There  aren't  many  stocks  that 
are  more  of  a  household  name." 


51%);  Raychem  (3578  to  40%). 

And  the  Bush  stocks?  They  were  off 
by  6.88%. 

So  what  to  do  now?  Many  of  the 
Bush  portfolio  stocks — including 
daigs,  tobaccos,  beverages  and  other 
consumer  products  makers — have 
continued  to  drift;  Birinyi  advises  not 
to  give  them  a  heavy  weighting  in 
your  portfolio  from  here  on.  But  nei- 
ther does  he  think  it's  wise  to  chase 
the  Clinton  portfolio  stocks.  "I  think 
it  is  smarter,"  says  Birinyi,  "to  focus 
on  companies  that,  Clinton  or  no,  will 
exhibit  the  most  leverage  from  a  pick- 
up in  the  economy." 

Among  the  cofnpanies  Birinyi  likes 
is  USX.  Recent  stock  price:  32%. 
"There  are  not  many  stocks  that  are 
more  of  a  household  name  than  this 
one,"  says  Birinyi.  "Buying  interest  in 
the  stock  has  been  growing  since  late 
October." 

Birinyi  also  is  interested  in  bank 


stocks,  on  the  grounds  that  they'll 
benefit  as  the  economy  advances 
Wells  Fargo  (7478)  was  on  his  list  of  "^ 
stock  picks  at  the  end  of  199 1 ,  and  has- 
since  risen  35%.  But  Birinyi  thinks  the 
stock  is  still  a  buy.  He  also  likes  Citi- 
corp (21).  "It  doesn't  pay  a  divi- 
dend," he  says,  "but  that  has  not 
deterred  buyers."  Finally,  he's  recom- 
mending Chase  Manhattan  (2974) 
and  BankAmerica  (46%). 
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One  for  the  tickler  file 

In  October  1990  Emerson  Electric 
Co.  spun  off  Esco  Electronics  Corp. 
to  its  shareholders.  St.  Louis- based  f^"^'^ 
Esco  (sales,  $406  million)  manufac- 
tures a  wide  variety  of  defense  systems 
and  products,  including  electronics, 
armaments  and  mobile  tactical  sys- 
tems. About  two-thirds  of  its  sales  are 
to  the  U.S.  government. 

Things  didn't  start  very  reassuring- 
ly at  Esco.  For  the  fiscal  year  ended 
Sept.  30,  1991,  it  lost  over  $67  mil- 
lion, or  $6.03  a  share.  But  then  Esco 
began  to  turn  around  under  its  highly 
regarded  chairman,  J.J.  Adorjan.  In 
fiscal  1992  the  company  earned  $1.4 
million,  or  12  cents  a  share,  on  sales  of 
$406  million. 

Esco's  1 1  million  Big  Board  shares, 
which  fell  below  3  in  1990,  have 
recovered  to  a  recent  8.  Fueling  inter- 
est in  the  company:  In  September 
Esco  acquired  Textron's  $42  million 
(sales)  filtration  systems  business  for 
$28  million  in  cash  and  warrants. 

There  is  a  question  mark  over  Esco, 
however.  On  Oct.  16  Adorjan,  53, 
resigned  to  become  president  of  Em- 
erson Electric.  Some  on  Wall  Street 
worry  that  without  his  strong  leader- 
ship Esco  will  falter.  But  analyst  Lior 
Bregman  of  Oppenheimer  &  Co. 
thinks  Adorjan  could  work  to  restruc- 
ture its  relationship  with  Emerson  in  a 
way  that  could  help  Esco's  earnings. 
Esco  pays  Emerson  a  fee  in  exchange 
for  Emerson's  guaranteeing  its  con- 
tracts. Bregman  thinks  that  under 
Adorjan,  Emerson  might  agree  to 
take  equity  in  Esco  in  lieu  of  cash 
payments.  Nor  does  Bregman  rule 
out  the  eventual  acquisition  of  Esco 
by  another  defense  industry  player. 

Bregman  estimates  Esco  will  earn 
50  cents  a  share  in  the  current  fiscal 
year,  a  fourfold  increase  over  1992. 
That  values  the  stock  at  16  times  year- 
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head  earnings.  There's  no  need  to 
hase  it.  But  if  it  weakens,  it's  worth  a 
lose  look. 


Unwelcome  creditors 

,  i  .AST  SUMMER  FoRBES  reported  that 
,(pdisto  Resources  Corp.,  the  $345 
nillion  (sales)  oil  and  gas  producer, 
vas  on  the  verge  of  going  bust  (Sept. 
14,  1992).  Now  the  holders  of  Edis- 
:o's  $103  million  of  senior  notes, 
ncluding  Trust  Co.  of  the  West,  are 
Tying  to  help  Edisto  ram  through  a 
quickie,  prenegotiated  bankruptcy  fil- 
ing in  order  to  salvage  their  invest- 
ment in  the  Dallas-based  company.  If 
approved,  the  plan  would  give  those 
noteholders  about  90%  of  the  equity 
in  the  reorganized  Edisto.  As  for  Edis- 
to's  nearly  26  million  current  com- 
mon shares,  they  still  trade  on  the 
American  Stock  Exchange;  recent 
price,  25  cents. 

But  some  unwelcome  creditors 
may  gum  up  the  reorganization.  The 
U.S.  Interior  Department's  Minerals 
Management  Service  wants  to  know 
who  will  pay  to  plug  and  abandon 
Edisto's  depleting  wells  in  the  Gulf  of 
Mexico.  The  agency  may  file  a  claim 
For  an  estimated  $7.5  million.  Other 
oil  companies  that  sold  leases  to  Edis- 
to may  well  file  claims  against  Edisto, 
too,  to  protect  themselves  against  fij- 
ture  cleanup  cost  bills. 

The  magnitude  of  Edisto's  plug- 
ging liabihties  is  unclear.  But  the  ex- 
ample of  the  recent  bankruptcy  case  of 
Alliance  Operating  Corp.,  another  in- 
dependent producer,  suggests  the 
cost  could  be  heavy.  Texaco  and 
Amoco,  the  prior  leaseholders  on 
some  of  Alliance's  offshore  produc- 
tion sites,  may  have  to  chip  in  $5 
million  apiece  to  cover  their  share  of 
the  cleanup  of  just  one  site.  All  told. 
Interior's  Minerals  Management  Ser- 
vice claimed^  about  $20  million  to 
cover  Alliance's  17  offshore  sites.  Ed- 
isto has  stakes  in  at  least  40  leases. 

Bottom  line:  Avoid  Edisto's  Amex- 
traded  common  stock  like  the  plague. 
One  consultant  who  looked  at  the 
company  warns  that  the  cleanup  costs 
will  almost  certainly  wipe  out  any  of 
the  remaining  value  of  the  company's 
existing  equity.  Anyone  who  wants  to 
■  invest  should  wait  until  the  reorgani- 
zation plan  has  been  made  final. 

-James  R.  Norman  Hi 
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INTERNATIONAL 
PERFORMER 


T.  Rows  Price  International  Stock  Fund  ranks  among  the  best 
performing  foreign  stock  funds  based  on  its  long-term  performance.  * 
It  invests  in  established  foreign  companies  to  enhance  your  return 
potential  and  diversify  your  investments. 

Call  for  a  free  report.  Our  report  on  international  investing  discuss- 
es factors  you  should  consider  when  investing  overseas,  including 
currency  fluctuations  and  other  special  risks. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-  6155 


Invest  With  Confidence 

TRoweftice 


1SF017223 


*According  to  Upper  Analytical  Services,  Inc.,  which  ranked  the  International  Stock  Fund  #2  of  9,  #5  of 
35,  and  #28  of  78  international  equity  funds  for  the  10-,  5-,  and  1-year  periods  ended  9/30/92.  Past 
performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Sen/ices,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 
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Land ...  wlut  else  can  give  y«ra  SO  intieh  pleasiire  now  and  for  3fea» 


■n^e  land  we're  offering  is  far 
■  rrom  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     3WA2 
Ft.  Garland,  CO  81 133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
Judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York,  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secrelary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
Ranches.  NYA86- 1 53  A  statement  of  F=lecord  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  ils  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 
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EDITED  BY  DERO  A.  SAUNDERS 


[he  more  things  change. . ." 
'^0  years  ago  in  Forbes 

-ROM  THE  ISSUE  OF  JaN.  20,  1923) 

In  one  Ohio  factor}' — that  of  the 
..K.  LeBlond  Machine  Tool  Co.  in 

leveland — I  saw  a  group  of  employ- 
es enjoying  a  swim.  Not  in  the  river, 


"Of  course,  we  did  many  foolish 
things.  Of  course,  difficulties  galore 
confront  us.  But  why  vitiate  our  vitali- 
ty in  brooding,  in  nursing  vain  re- 
grets, in  flitilely  wishing  that  condi- 
tions were  different?  A  new  year  is  an 
ideal  time  for  letting  the  dead  past 
bury  its  dead.  .  .  ." 


brmal  lake  for  employee  swimming  at  LeBlond  Machine  Tool  Co.,  Cleveland. 


ir  in  a  pool  in  the  gymnasium,  but  in 
n  arcadian  lake  that  is  one  of  the 
Lttractive  features  of  this  most  beauti- 
lil  layout  of  factory  grounds." 

'Will  Rogers,  the  Oklahoma  cow- 
)oy  and  rope-twirler  who  turned 
ictor,  has  become  the  most  famous 
ind  most  quoted  comedian  in 
Vmerica.  .  .  .  Why  this  popularity? 
ndowed  with  a  fund  of  natural  wit, 
le  early  started  to  qualify  as  a  top- 
lotcher.  He  first  became  the  most 
killful  rope-thrower  and  cowboy  in 
Oklahoma.  .  .  . 

"At  first  his  talk,  his  patter,  was 
"nerely  incidental  to  his  antics  with  the 
ope.  He  strove  studiously  and  indus- 
riously,  however,  to  make  his  run- 
"dng  comments  as  brilliant  as  his  rope- 
vvork.  Today  his  witticisms  are  the  talk 
3f  the  town." 

SO  years  ago 

From  THE  ISSUE  OF  Jan.  15,  1933) 


"The  present  Congress  has  practi- 
cally given  up  any  attempt  to  balance 
the  1934  budget  as  a  result  of  indica- 
tions that  President-elect  Roosevelt 
opposes  the  sales  tax  policy.  At  the 
same  time,  the  Congress  remains  in- 
imical to  many  constructive  proposals 
[that  have  been  made]  by  the  outgo- 
ing administration.  ..." 

50  years  ago 

(From  THE  ISSUE  OF  Jan.  15,  1943) 


Zippy  ad  for  1933  Olds  6  and  8. 


Loading  prefab  house  sections,  1943. 


"It  has  finally  been  proved  that 
houses  can  be  mass-produced  like 
automobiles.  It  is  being  done  today, 
on  a  small  scale.  After  the  war  the  low 
cost  of  these  prefabricated  houses  will 
create  the  biggest  demand  for  new 
homes  in  histor}^  It  will  be  a  new 
billion-dollar  industry,  with  coundess 
opportunities." 


"Cosmetic  manufacturers,  striving 
valiantly  to  keep  milady  beautiful, 
have  discovered  enough  substitutes 
for  war-vital  materials  to  enable 
America's  women  to  keep  'that 
schoolgirl  complexion.'  Paper,  wood 
and  glass  are  replacing  metal  for  pack- 
aging; cottonseed  and  soybean  oil  are 
substituting  for  coconut  oil  as  a  lotion; 
flower  oils  are  now  making  perfume." 

25  years  ago 

(From  THE  ISSUE  OF  Jan.  15,  1968) 
"Brokers  Hornblower  &  Weeks- 
Hemphill,  Noyes  have  figured  out 
that  the  average  Big  Board  stock  rose 
36.5%  in  1967.  Thirty-two  issues 
more  than  tripled,  with  Republic 
Corp.'s  1,290%  posting  the  best  gain. 
Nineteen  issues  were  down  by  more 
than  20%;  Admiral  Corp  and  Interna- 
tional Minerals  and  Chemical  [suf- 
fered] declines  of  35%,  [while]  IBM 
replaced  at&t  as  the  world's  largest 
corporation.  ..." 

"The  British  firm  of  Rolls-Royce 
Ltd.  already  powers  half  the  Free 
World's  fleet  of  commercial  jets. 
Now,  with  [Britain's  currency]  deval- 
uation, it's  after  an  even  bigger  share 
of  market." 

10  years  ago 

(From  THE  ISSUE  OF  Jan.  17, 1983) 
"Blame  fear,  plausible  but  excessive 
fear  of  higher  interest  rates  ahead,  for 
the  perverse  behavior  of  the  bond  and 
stock  markets  lately.  The  fear  factor 
explains  why  some  bond  prices,  which 
normally  rise  when  interest  rates  fall, 
declined  following  the  Federal  Re- 
serve's two  recent  cuts  in  the  discount 
rate.  It's  why  the  Dow  Jones  industri- 
al average,  which  briefly  pierced  its 
alltime  high  in  early  November  in  the 
course  of  its  five-month  rally,  is  now 
going  mosdy  sideways,  slighdy  above 
the  1000  mark." 

"What's  bad  for  horse  racing  is  bad 
for  taxpayers.  The  sport's  decline  has 
already  thrown  a  shadow  over  state 
and  local  government  budgets  that 
benefit  from  franchise  taxes  and  legal- 
ized gambling  at  the  tracks.  .  .  .  What 
happens  to  the  cost  of  government 
when  those  latest  darlings  of  public 
finance — lotteries  and  casinos — also 
slip  into  the  zero- growth  pattern  of 
old  age.>"  Bl 
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Some  of  the  bluest  bores 
Vve  ever  known  are  men 
who  have  been  highly 
successful  in  business, 
particularly  self-made 
heads  ofbi^  companies. 
Before  the  first  olive  has 
settled  into  the  first 
martini,  they  pour  the 
stories  of  their  lives 
into  the  nearest  and 
sometimes  the  remotest 
ears  capturable.  .  .  . 

These  men  have  indeed 
paid  the  price  of  success. 
To  rise  to  the  top  of  a 
bi^  company  often  takes 
a  totality  of  effort, 
concentration  and 
dedication.  Others,  too, 
have  to  pay  part  of  the 
price.  Wife  and  children 
are  out  of  mind  even  when 
in  sight.  .  .  . 


-Malcolm  Forbes 


Vote  for  the  man  who 
promises  least;  he'll  be 
the  least  disappointing. 

-Bernard  Baruch 

Politics:  A  strife  of 
interest  masquerading  as  a 
contest  of  principles. 
-Ambrose  Bierce 

The  execution  of  the  laws 
is  more  important  than  the 
making  of  them. 
-Thomas  Jefferson 

Politicians  are  the  same  all 
over.  They  promise  to  build 
a  bridge  where  there 
is  no  river. 

-NiKiTA  Khrushchev 

Politics  have  changed  of  late, 
Which  leaves  me  piqued  and  sad: 

No  longer  can  I  separate 
The  good  lies  from  the  bad. 

-Art  Buck 


A  Text ... 

Brethren,  if  a  man  be 
overtaken  in  a  fault,  ye 
which  are  spiritual, 
restore  such  a  one  in  the 
spirit  of  meekness, 
considering  thyself,  lest 
thou  also  be  tempted. 
-Galatians6:1 


Sent  in  by  Roger  Erickson,  Fari- 
bault, IVIinn.  Wiiat's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


The  perfect  bureaucrat 
ever\avhere  is  the  man  who 
manages  to  make  no  decisions 
and  escape  all  responsibility. 
-Brooks  Atkinson 

Bureaucracy  is  a  giant 
mechanism  operated 
by  pygmies. 
-HoNORfi  de  Balzac 

Large  organization  is  loose 
organization.  Nay,  it  would 
be  almost  as  true  to  say 
that  organization  is  always 
disorganization. 
-G.K.  Ches'ierton 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
checl<and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Being  in  politics  is  like  being 
a  football  coach;  you  have  to 
be  smart  enough  to  understand 
the  game,  and  dumb  enough 
to  think  it's  important. 
-Eugene  McCarthy 

Nothing  is  so  admirable  in 
politics  as  a  short  memory. 
-John  Kenneth  Galbraith 

A  newspaper  reported  that  I 
spent  $30,000  a  year  buying 
Paris  clothes  and  that 
women  hate  me  for  it.  I 
couldn't  spend  that  much 
unless  I  wore  sable  underwear. 
-Jacqueline  Kennedy 

One  great  use  of  words  is 
to  hide  our  thoughts. 
-Voltaire 

If  experience  teaches  us 
anything  at  all,  it  teaches 
us  this:  that  a  good 
politician,  under  democracy, 
is  quite  as  unthinkable  as 
an  honest  burglar. 
-H.L.  Mencken 

If  one  man  offers  you 
democracy  and  another  offers 
you  a  bag  of  grain,  at  what 
stage  of  starvation  do  you 
prefer  the  grain  to  the  vote? 
-Bertrand  Russell 

Politics  is  the  diversion 
of  trivial  men  who,  when 
they  succeed  at  it^  become 
important  in  the  eyes  of 
more  trivial  men. 
-George  Jean  Nathan 

There  is  something  about  a 
bureaucrat  that  docs  not 
like  a  poem. 

-GORF  VlDAI. 

He  knows  nothing  and 
thinks  he  knows  ever^'thing. 
That  points  clearly  to  a 
political  career. 
-Gkorgf  Bernard  Shaw 
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Srainwashing  in  our  schools  •  Software:  Can  Lotus  snap  back? 
Why  smart  money  likes  defense  stocks  •  Fidelity's  new-age  fund 
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Tar  and  away  the  best  mutual 
fund  coverage  ever." 


Kenneth  L.  Fisher,  Forbes  Magazine 


Morningstar  Mutual  Funds  has  become 
what  many  believe  to  be  the  most  compre- 
hensive, timely,  and  useful  source  for  mutual 
fund  information  available.  In  fact,  over 
25,000  fund  investors  nationwide 
use  Morningstar  Mutual  Funds 
everyday  to  make  better 
investment  decisions. 

Get  the  Complete  Picture  of  a  Fund 
on  a  Single  Page 

No  more  sifting  through  a  mountain  of  reports 
and  newsletters.  All  the  vital  information  for 
tracking,  analyzing,  comparing,  and  choosing 
mutual  funds  is  literally  at  your  fingertips. 

Coverage  on  1,240  Funds 

Morningstar  Mutual  Funds  gives  you  compre- 
hensive coverage  on  1 ,240  mutual  funds  — 
load,  no-load,  equity  and  fixed-income  funds. 

Make  Better  Decisions.. .immediately 

Take  a  look  at  the  sample  page.  Within 
minutes  you'll  learn  about  current  happenings 
at  the  fund;  rankings  against  other  funds;  top 
holdings  and  how  they've  changed  recendy;  the 
fund's  performance  vs.  the  S&P  500;  our 
investment  recommendation  and  more. 

Insightful  Analyst  Evaluations 

We  don't  just  produce  a  mass  of  statistics,  but 
go  one  step  further  and  provide  a  candid 
written  analysis  of  each  fund  based  upon  a  one- 
to-one  interview  with  the  fund  manager.  Plus, 
with  our  unique  5-star  rating  system,  which 
measures  both  return  and  risk,  you  can  quickly 
spot  the  best  "all-weather"  funds. 

Updates  Every  Two  Weeks 

When  you  order  Morningstar  Mutual  Funds, 
you'll  get  a  handsome,  hardcover  binder  filled 
with  full-page  reports  on  1 ,240  funds.  You'll 
also  get  a  How-To-Use  Guide  to  help  you  get 
the  rtiost  out  of  your  subscription.  Then,  every 
two  weeks  you'll  receive: 

■  A  32-page  report  summarizing  the  current 
performance  of  all  fiinds  covered. 

■  A  new  issue  of  over  120  updated,  fiill-page 
fund  reports. 

■  An  insightfiil  commentary  to  keep  you 
informed  about  current  mutual  fund  topics. 


Investment 
Criteria 


Ouarterly 
Total  Returns 


Historical 
Performance 


Top  30 
Holdings 


Portfolio 
Breakdown 


r~l  Yes,  I  want  to  try  Morningstar 
Mutual  Funds  for  3  months  for  $55. 
(Annual subscription  price  $395.) 

n  Check  payable  to  Morningstar 
Please  mail  to: 
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Just  because  a  bond  is 
tax-exempt  doesn't  mean 
that  a  government  or  a 
sound  business  stands 
behind  it.  And  don't  as- 
sume that  the  cops  are 
looiting  out  for  your  in- 
terests either. 
■^■1  40 


■Master  of  telecomputing,  AT&T  has  an 
awesome  combination  of  skills  and  tech- 
nologies no  other  company  possesses. 
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The  play  in  defense  stocks  isn't  over,  says 
Lewis  Sanders:  "I  still  see  another  15%  to  20%, 
more  than  general  market  expectations." 
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By  Norm  Alster 
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By  Seth  Lubove 

It  isn't  easy  to  compete  against  the 
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The  nasty  cousinly  struggle  over  the 
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Hello,  Sucker 

By  Matthew  Schifrin  with  Lisa  Coleman 
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Which  bank  stocks  will  do  well  this 

year.^  Two  savvy  analysts  list  a  few. 

The  Funds: 

Reformed  Sinner  111 

By  Jason  Zweig 

David  Schafcr  likes  the  stocks  that  Wall 

Street  hates.  No  more  Nift)'  Fift^' 
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"I  try  to  be  tomorrow's  newspaper 
today,  to  discover  the  implications  of 
change  before  Wall  Street  does." 
^^^  110 
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AS  POWERFUL  AS 
AN  UNDERSTATEMENT  CAN  BE. 
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And  the  1993  Legend  Coupe  LS 


owes  much  of  its  muscle  to  its  230- 


horsepower,  24 -valve  V-6.  Not  to 
mention  such  performance  en- 
hancing features  as  a  four-wheel 
double-wishbone  suspension,  a 
Traction  Control  System  and  a 
standard  six-speed  manual  trans- 
mission. All  of  which  suggests 
that  despite  its  numerous  luxury 


amenities,  like  soft  leather  and 

burled  walnut  trim,  the  Acura 

Don't  let  the  refined,  elegant  styling  de-      Legend  Coupe  LS  is,  at  heart,  a  performance  car. 

?ive  you.  Because  underneath  its  veneer  of  civili-      And  even  that  is  a  bit  of  an  understatement.  So  call 

';  the  Acura  Legend  Coupe  LS  is  a  powerhouse,  a       1-800-TO-ACURA  for  more  information  or  the 

eritable  muscle  car  for  the  thinking  man.  dealer  nearest  you.        VQ/ precision  crafted  performance 
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everywhere    at    one 


1  Global  equity  offerings  have  surged, 
Ing  over  $100  billion  in  the  past  year 

Neither  the  risks  of  fluctuating  curren- 

br  the  myriad  political,  legal  and  cultural 

ences  overseas  have  dampened  the 

I  of  foreign  equities  to  investors.  And 

h  have  found  the  venture  well  worth 

;  tort. 

;  Successful  global  equity  issues  depend 
meeting  with  the  right  investors  at  the 
time.  This  requires  an  advisor  with 
"wide  industry  expertise,  market  intelli- 
and  distribution  strength. 

Lehman  Brothers  has  39  offices  in 
)e,  Asia,  Latin  America  and  the  U.S.  As 
ablished  international  underwriter  with 
al  pool  of  investment  banking  specialists, 
an  Brothers  is  strategically  positioned  to 
pate,  evaluate  and  serve  each  client's 
anywhere  in  the  world. 


GLOBAL  RESEARCH  NETWORK 
TRANSLATES  LANGUAGES 
AND  NUMBERS. 


Even  the  most  sophisticated  investors 
equire  additional  data  to  properly  evalu- 
ri  international  equity  issue.  With  105 


research  analysts  in  5  countries,  Lehman 
Brothers  is  able  to  provide  investors  with  cur- 
rent, in-depth  information  on  global  invest- 
ment opportunities. 

Similarly,  our  analysts  work  with  our 
international  investment  bankers  to  provide 
issuers  with  a  broader  assessment  of  the  global 
marketplace  and  to  develop  valuations  based 
on  first-hand  knowledge. 


WORLD-CLASS  DISTRIBUTION. 
WORLDWIDE  CAPABILITY. 


Our  expertise  in  structuring  and  pric- 
ing derives  from  our  experience  as  a  top  trader 
of  ADR's  —  more  than  500  million  over  the 
past  year  — and  as  a  leading  underwriter  in 
every  type  of  security. 

Our  market-making  strength  gives  us 
the  unique  capability  to  provide  issuers  with 
current  information  on  the  cost  and  sources  of 
capital  anywhere  in  the  world.  And  our  global 
sales  force,  with  access  to  institutional  and  indi- 
vidual investors  in  the  U.S.  and  abroad,  allows 
us  to  place  an  issue  quickly  and  smoothly. 

If  you  are  thinking  of  entering  the 
global  equities  market,  we  can  offer  you  good 
connections,  and  we'd  like  to  be  involved. 


Lehman  Brothers 


'  1993  Shearson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 
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Gary  Slutsker 


Hometown  boy 

AT&T  IS  A  FAMILL\R  NAME  to  Gary  Slutsker,  who  grew  up  in  at&tI 
country.  A  native  of  Morristown,  N.J.,  hard  by  the  communicationsj 
giant's  Basking  Ridge  headquarters,  he  recalls  his  Little  League] 
baseball  team  being  coached  by  one  of  the  company's  public 
relations  executives,  David 
Manahan.    But   Gary   has 
other  less  fond  memories. 
As  he  tells  it:  " 

"On  Sept.   17,  1991  I 
arrived  at  Newark  Airport 
at  4  p.m.  with  Patrice  and 
our    3y2-month-old    son, 
Charlie,   eager  to   get  to 
Chicago.  After  the  plane 
was  loaded  the  pilot  told  us 
our  flight  would   be   de- 
layed.    Long,     miserable 
hours  later  we  learned  that 
a  failure  at  an  AT&T  switching  center  caused  by  human  error  had  I 
knocked  out  all  Federal  Aviation  Administration  communications  at 
the  New  York  area  airports.  We  spent  seven  hours  with  a  screaming 
infant  in  a  jam-packed  terminal  until  a  sympathetic  ticket  agent  with 
United  took  pity  on  us  and  herded  us  onto  one  of  the  first  planes  to| 
depart — a  jammed  DC- 10  that  finally  took  oflfat  midnight." 

Yet  Gary  realized  that  the  switching  snafii  wasn't  at  all  typical  of  I 
the  new  AT&T.  Far  from  lagging  in  the  transformation  sweeping  the[ 
computer/communications  industries,  AT&T  is  in  the  vanguard.  Ifl 
Gary  is  still  mad  at  AT&T  for  what  happened  at  the  airport,  you  [ 
wouldn't  guess  it  from  his  cover  story,  "The  tortoise  and  the  hare," 
which  begins  on  page  66.  Slutsker,  who  launched  his  journalism 
career  as  a  stringer  for  the  l^ew  York  Times  at  Middlebury  College,  I 
joined  Forbes  in  1984.  He  was  promoted  in  1991  to  the  post  of| 
Midwest  Bureau  Chief,  stationed  in  Chicago. 

Are  bonds  really  necessary? 

Our  Capital  Markets  column  this  issue  is  written  by  a  guest  I 
writer,  economist/money  manager  Peter  Bernstein.  I'm  putting  it 
mildly  to  say  that  Bernstein  puts  forth  an  iconoclastic  viewpoint.  He 
argues  that  bonds  have  no  usefiil  place  in  an  investment  portfolio, 
being  an  inefficient  hedge  against  declining  markets  and  lagging  far  j 
behind  stocks  in  total  return.  Page  113. 

Fighting  back 

If  YOU  THOUGHT  THAT  THE  U.S.  had  been  pretty  much  wiped  off  the  I 
home  electronics  map,  you  don't  know  about  Miamisburg,  Ohio's 
R.L.  Drake  Co.  This  privately  owned  electronics  company  has  been 
battered  by  foreign  competition  and  by  technological  change  ydt  has  I 
established  a  niche  position  in  the  electronics  world.  The  story  ofl 
how  it  has  done  so  is  an  instructive  one.  Seth  Lubove  wrote  "Make  af 
better  mousetrap."  Page  56. 


C^/  Editor 
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of  an  Asian  sea. 
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an  Australian  sunset. 
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1  celebration  oTa  newityie  of  service  at  home  and  abroad, 
we  are  proud  to  unveil  the  new  colors  of  the  friendly  skies. 

ley  are  the  colors  of  the  \\wld  we  have  come  to  serve.  A  world  of  318  United  cities  across  the  United  States, 
la,  the  South  Pacific.  Europe  and  Latin  America. 
And  as  we  have  grown,  so  too  has  our  dedication  to  offering  >x)u  the  finest  ser\ice  in  the  world.  A  dedica- 
n  reaffii-med  by  the  recent  introductions  of  our  newly  designed  First  and  Connoisseur  Class*'  ser\1ce. 


rae  fly  the  airline  that's  uniting  the  world.  Come  fly  the  friendly  skies. 


United  Airlines 
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Magma  malces  out 

In  November  1988  E.M.  Warburg, 
Pincus  &  Co.  invested  $93  million  for 
a  one -third  interest  in  Arizona- based 
Magma  Copper  Co.  It  was  a  risky  bet. 
Magma  was  the  highest-cost  major 
copper  producer  in  the  U.S.  and,  after 
floating  a  load  of  junk  bonds  as  part  of 
the  recapitalization,  the  most  lever- 
aged as  well. 

Two  years  later,  with  Magma's 
shares  trading  at  around  5,  Warburg, 
Pincus  was  slightly  underwater  on  its 
investment.  But  FORBES  figured  that 
if  Magma  could  cut  production  costs, 
the  operating  leverage  inherent  in 
copper  mining  would  bail  out  War- 
burg, Pincus  and  other  investors 
(Dec.  10,  1990). 

So  it  has.  In  late  1991  Warburg, 
Pincus  invested  an  additional  $21 
million  in  Magma.  Today,  with  Mag- 
ma's shares  recendy  trading  at  14%, 
its  45%  stake  in  the  company  is  worth 
around  $300  million — nearly  three 
times  its  investment. 

Why  the  turnaround?  In  1988  it 


Magma  Copper  President  J.  Burgess  Winter 
Credit  the  employees. 


cost  Magma  78  cents,  excluding  fi- 
nancial charges,  to  produce  a  pound 
of  copper.  Today  the  figure  is  64 
cents.  Last  year,  when  the  realized 
price  of  copper  averaged  around  $1 
per  pound.  Magma's  operating  cash 
flow  was  an  estimated  $180  million — 
compare  this  with  cash  flow  of  $162 
million  in  1989,  when  copper  fetched 
$1.17.  Credit  for.  this  improvement 
goes  to  an  employee  productivity  pro- 
gram in  which  hourly  workers  receive 
40%  of  any  cost  savings. 

In  1994  Magma  expects  to  start 
mining  a  new  ore  body  in  Ely,  Ncv. 
This  will  help  reduce  its  cwerall  pro- 
duction costs  by  about  15%  by  1996, 
according   to   Magma    President   J. 


Burgess  Winter. 

Warburg,  Pincus  Vice  Chairman 
John  Vogelstein  says  his  firm  has  no 
intention  of  cashing  out  anytime 
soon.  "With  declining  costs,  increas- 
ing production  and  the  possibility  of 
higher  copper  prices,  we  think  we  still 
have  a  very,  very  attractive  investment 
on  our  hands,"  he  says. 

Piromise  fulfilled 

Two  AND  A  HALF  years  ago  Texas  In- 
struments Chairman  Jerry  Junkins 
told  Forbes  that  the  Dallas-based 
company  was  on  the  verge  of  making 
good  on  its  promise  to  turn  its  re- 
search prowess  into  commercial  suc- 
cess (July  9,  1990).  For  a  while  it 
seemed  that  Junkins  and  Forbes 
would  have  to  eat  his  words.  A  sharp 
drop  in  prices  for  dram  memory  chips 
was  largely  responsible  for  Tl  losing 
$249  million  on  operations  in  1991. 

But  these  days  the  company  is  coin- 
ing money.  Ti's  chipmaking  opera- 
tions turned  profitable  in  last  year's 
third  quarter;  for  the  year,  Ti  earned 
an  estimated  $250  million  ($3.03  a 
share)  on  revenues  of  around  $7  bil- 
lion. This  year  analysts  figure  the 
company  will  earn  over  $4  a  share. 
Since  late  1991  Ti's  stock  has  more 
than  doubled,  to  a  recent  56%. 

"The  entire  strategy  has  been  based 
on  new  capacity,  new  products  and 
substantially  closer  customer  rela- 
tions," says  Junkins.  By  1995  ti's 
capacity  to  make  chips  with  features 
smaller  than  1  micron  (one-millionth 
of  a  meter)  will  have  quadrupled  from 
current  levels.  Meanwhile,  a  shortage 
of  memory  chips  is  increasing,  thanks 
to  surging  demand  and  a  lack  of  new 
capacity  among  Japanese  chipmakers. 

Moreover,  TI  now  gets  about  40% 
of  its  chip  revenue  from  application- 
specific  chips;  these  arc  much  more 
profitable  than  commodity  memory 
chips.  That's  up  from  17%  when  Jun- 
kins took  over  as  chief  executive  in 
1985.  Other  reasons  to  be  optimistic 
about  n's  future  include  a  relatively 
stable  defense  electronics  business,  a 
software  business  that  Junkins  says 
could  grow  from  $200  million  to  $1 
billion  by  the  end  of  the  decade  and  a 
crack  legal  department  that's  helping 
generate  royalty  revenues  of  about 
$300  million  a  year  on  an  ongoing 
basis  from  Tl  patents. 
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Growing  pains 

Cable  t\''s  music  video  giant,  mt\', 
mot  only  changed  the  face  of  pop 
music  but  also  grew  into  an  enormous 
profit  center  for  its  owner,  Viacom 
International.  Then  along  came  Mi- 
ami-based Video  Jukebox  Network, 
Inc.,  backed  by  media  heavyweights 
Newhouse  Broadcasting  Corp.  and 
Tele-Communications,  Inc.,  the  na- 
tion's largest  cable  operator.  Unlike 
MTV,  which  makes  its  money  from 
selling  advertising,  VJN  earned  most  of 
its  revenues  by  charging  a  fee  to  view- 
ers who  call  in  to  request  specific 
videos. 

Was  Video  Jukebox  the  next  MTV? 


Former 
VJN  President 
Andrew  Orgel 
Will  Video 
Jukebox  still 
be  un{le^ 
capitalized? 


"Noting  that  the  company  was  in  its 
startup  stage  and  still  losing  money, 
Forbes  figured  vjn  was  better  to 
watch  than  to  buy  (Mar.  4,  1991). 

The  picture  hasn't  gotten  any 
brighter.  VJN  is  still  in  the  red,  and  its 
shares  recently  traded  below  1 ,  down 
from  around  5  in  early  1991.  In  Au- 
gust VJN  President  Andrew  Orgel  was 
dismissed.  Soon  aft:er,  the  company 
announced  that  vjN  Partners,  which 
owned  just  over  50%  of  the  company, 
would  be  dissolved.  VjN's  investment 
banker,  Tampa- based  Communica- 
tions Equity  Associates,  now  owns 
16%;  Newhouse,  16%;  and  Liberty 
Media  Corp.,  a  subsidiary  ofTCi,  11%. 

Video  Jukebox  is  currently  being 
run  by  an  interim  management  head- 
ed by  Communications  Equitv'  Chair- 
man J.  Patrick  Michaels.  Michaels  says 
he's  looking  for  an  investor  to  put  up 
$15  million  for  a  majority  interest. 
But  he  may  be  underestimating  the 
company's  capital  needs.  Former  vjN 
president  Andrew  Orgel  figures  vjN 
will  need  $40  million  over  the  next 
few  years  if  it's  to  become  a  viable 
competitor  to  MT\'. 

-Pablo  Galarza  ^ 
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Everyone  agrees  our  health  care  system  must  change.  But  not 
everyone  agrees  on  how  it  should  change.  WNET  in  New  York  has 
gathered  a  group  of  the  country's  leading  experts  for  an  historic  and 
lively  Socratic-style  discussion  on  reforming  our  health  care  system. 

You  won't  want  to  miss  "Who  Shall  Be  Healed?,"  on  PBS, 
January  27,  at  10  pm  EST.  A  major,  national  debate  on  the  future 
of  health  care,  made  possible  by  Wausau  Insurance  -  professionals 
skilled  in  managed  care  programs  for  workers  compensation  and 
group  health  insurance,  including  24-hour  coverages. 


^QSZS^k 


^WAUSAU 
INSURANCE 


"WhoShaUBeHealed?' 

A  PBS  Special.  Sponsored  by  Wausau  Insurance. 

Wednesdiiyjanuaiy27 10  pm  EST. 

*  Verify  program  date  and  time  through  your  local  PBS  television  listing. 

Wausau  Insurance  Companies,  2000  Westwood  Drive,Wausau,  Wisconsin  54401  (715)  845-5211 

A  Member  of  the  Nationwide®  Group 


NORTHSTAR  SYSTEM:  32-VALVE,  270-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTRO 


UNTIL  NOW,  SOME  THOUGHT  LUXURY  COUPES  FORGOT  THE  DRIVER. 

CHANGE 

Introducing  the  new  Cadillac  Eldorado  Sport  Coupe  with  the  Northstar  System.  It  places  emphasis  on  both 

IS 

sophisticated  performance  and  refined  comfort.  A  270-hp  Northstar  V8  and  Road-Sensing  Suspension  are 

ACCELERATING 

specially  engineered  to  respond  eagerly  to  the  kinds  of  driving  you  savor  the  most.  And  its  interior,  larger  than  those 


found  in  many  luxury  sedans,  focuses  on  (fflpipH)  your  need  for  control 


So  the  Eldorado  Sport  Coupe  isn't  just  in  tune  with  the  road.  It's  in  tune  with  you. 


Its  270-hp  Northstar  V8  has  the  highest 
torque  of  any  front-drive  car  sold  in  America. 


ELDORADO  SPORT  COUPE. 

CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


# 


I 


Buckle  Up  America! 
•P1992  GM  Corp.  All  Rights  Reserved. 
-ELDORADO.  CADILLAC.  NORTHSTAR. 


IS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  PLEASE  CALL  1-800-333-4CAD 


FORBES  INFORMER 


EDIIED  BY  THOMAS  JAFFE 


Gates  goes  Hollywood 

Mic:R()SC)Frs  Bill  Gates  has  done 
lunch  and  dinner  with  Michael  Ovitz, 
head  of  Hollywood  talent  agency 
Creative  Artists  Agency.  They  were 
brought  together  by  Microsoft  Exec- 
utive Vice  President  Steven  Ballmer 
and  C'AA  staffer  Sandy  Climan,  college 
classmates  at  Harvard. 

"The  notion  that  I  would  invest  in 
a  film  company  is  absolute  fiction," 
says  Gates.  So  what  did  Gates  and 
Ovitz  talk  about?  Interactive  comput- 
ing. Gates  is  enthusiastic  about  multi- 
media— combining  computers  with 
sound  and  moving  images.  Gates  has 
already  launched  a  startup  called  Con- 
tinium  near  Microsoft's  Redmond, 


Bill  Gates,  of  Microsoft 

A  mix  of  technology  and  entertainment. 


Wash,  headquarters  to  research  the 
emerging  multimedia  market. 

"We're  interested  in  getting  to- 
gether with  anyone  who  might  have 
thoughts  about  how  technology  will 
come  together  with  [entertainment] 
content,"  Gates  says.  "A  lot  of  those 
people  happen  to  be  in  Hollywood." 

-Julie  Pitta 


Networking 


S.  Robert  Levine  and  Craig  Benson 
are  members  of  The  Forbes  Four 
Hundred  and  founders  of  $400  mil- 
lion (estimated  fiscal  1993  sales)  Ca- 


18 


President 
George  Bush 
campaigning  at 
Cabletron  Systems 
Now  they're 
helping  President 
Clinton,  too. 


bletron  Systems,  Inc.,  a  prospering 
manufacturer  of  local  area  network 
products.  When  President  George 
Bush  campaigned  in  New  Hampshire 
last  year,  Levine  and  Benson  wel- 
comed him  to  Cabletron's  headquar- 
ters town  of  Rochester  under  a  big 
banner  saying  "Welcome  to  Cable- 
tron, Mr.  President."  But  Levine  and 
Benson  aren't  prejudiced.  When  Bill 
Clinton's  inaugural  planners  needed 
500  computers  to  be  networked  to- 
gether, fast,  Cabletron  shipped  the 
networking  hardware — free  of 
charge — the  day  the  request  came  in; 
the  company's  technicians  had  the 
system  up  and  running  a  few  days 
later.  "I  didn't  vote  for  Clinton,"  says 
Benson,  "but  1  want  to  help  support 
the  President  no  matter  who  he  is." 

Settling  up^ 

Houston  developer  and  Forbes 
Four  Hundred  member  Jerry  J. 
Moore  has  been  charged  by  the  Fed- 
eral Deposit  Insurance  Corp.  with 
contributing  to  the  demise  of  two 
Houston  banks — 1st  National  Bank 
of  Texas  and  the  Wcstheimer  Memo- 
rial Bank.  In  a  lawsuit  filed  late  last 
year  in  a  Houston  federal  court,  the 
FDic  charges  that  Moore  fraudulently 
obtained  $16  million  in  real  estate 
loans  from  the  ill-fated  banks. 

Moore  denies  the  charges.  But  in  a 
deposition  he  gave  in  a  case  brought 
against  him  in  1990,  Moore  admitted 
asking  an  employee  to  buy  a  shopping 
center  from  him,  borrow  against  the 
equity  in  the  property,  and  then  trans- 


fer the  loan  and  property  back  to  him 
and  his  wife,  Jean.  He  also  confirmed 
similar  arrangements  with  other  peo- 
ple. Moore  himself  couldn't  borrow 
against  the  properties  because  doing 
so  would  have  concentrated  too  many 
of  the  bank's  loans  in  one  borrower. 

Moore  is  also  involved  in  a  similar 
case  concerning  the  U.S.  Comptroller 
of  the  Currency  and  Houston's  First 
National  Bank  of  Bellaire.  In  this  case, 
the  court  documents  have  been 
sealed. 

In  all  these  cases,  Moore  says  he 
thought  what  he  was  doing  was  per- 
fectly legal.  His  attorney  claims  he  is 
in  the  process  of  settling  the  dispute 
widi  the  FDIC.  -Claire  Poole 


Profits  from  sludge 

Sludge,  a  product  of  processed  sew- 
age, isn't  pretty  to  look  at,  but  it's  rich 
in  nutrients  and  is  commonly  used  by 
farmers  as  a  soil  additive.  But  when. 
William  Parker,  65,  purchased  nearly 
300  tons  of  the  stuff  in  1986,  all  he 
got  was  a  bumper  crop  of  headaches. 
Parker  put  the  sludge  on  110  acres 
of  papaya  seedlings  at  his  Frccport, 
Bahamas  farm.  Six  months  later  the 
entire  papaya  crop  was  dead.  Parker 
lost  the  $500,000  he'd  invested  in  the 
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farm,  and  defaulted  on  a  $500,000 
loan  that  he'd  personally  guaranteed. 

So  Parker  sued  Dade  County,  Fla., 
whose  water  and  sewer  authority 
manufactured  the  sludge.  He  also 
sued  tlie  South  Dade  Soil  &  Water 
Conservation  District,  which  market- 
ed the  sludge  as  Daorganite,  now 
called  Florida  Organix.  (South  Dade 
sells  about  15,000  tons  of  the  stuff  a 
year,  at  $16  a  ton.)  Parker  claimed 
tliat  a  chemical  reaction  caused  by  the 
Daorganite  killed  his  plants. 

The  courthouse  can  be  an  easier 
place  than  a  hot  field  to  make  a  buck. 
Last  fall  Parker  settled  out  of  court  with 
South  Dade  Soil  &  Water's  insurance 
company  for  an  undisclosed  amount. 
In  November,  a  federal  jury  sided  with 
Parker  against  Dade  County,  awarding 
$6.9  million  in  damages.  Dade  County 
has  asked  the  judge  to  reverse  the 
judgment.  -Pablo  Galarza 

Testing? 

Since  late  1991  Citicorp  has  been 
buying  and  selling  the  bank  debt  of 
distressed  corporate  borrowers.  The 
side  venture  is  working  out  nicely. 
'Citi  typically  buys  the  debt  of  large. 


liquid  bankruptcies — R.H.  Macy  is  a 
good  example — ^from  other  banks, 
holds  the  loans  for  three  months  or 
so,  then  flips  them  to  big  retail  players 
in  the  market  such  as  Fidelit)'  Invest- 
ments. Competitors  report  that  over 
the  past  nine  months,  Citi  has  com- 
mitted an  estimated  $200  million  of 
its  own  capital  to  this  business. 

Will  Citibank  expand  this  business 
into  packaging  and  selling  some  of  its 
own  bad  loans?  A  Citi  spokesman  says 
the  bank  will  learn  more  about  the 
business.  But  for  now,  he  says,  Citi 
will  keep  these  portfolios  separate. 

-Laura  Jereski 

Arrogance 

New  York  City  Comptroller  Eliza- 
beth Holtzman  and  the  city's  Finance 
Commissioner,  Carol  O'Cleireacain, 
are  giving  grandstanding  a  bad  name. 

The  two  elected  officials  are  trust- 
ees of  New  York's  $45  billion  public 
employee  pension  systems.  Among 
those  assets  are  $263  million  worth  of 
German  bonds  and  stocks  in  such 
companies  as  RWE,  bhf  Bank,  Heidel- 
berger  Zement  and  Karstadt  AG. 

Using  these  investments  to  intro- 


duce themselves,  on  Dec.  7  Holtz- 
man and  O'Cleireacain  wrote  to  Ger- 
man Chancellor  Helmut  Kohl. 
Claiming  to  be  concerned  that  Ger- 
many's "geo-specific  risks" — frac- 
tured Fjiglish  for  ethnic  violence — 
threaten  the  pension  funds,  the  New 
York  officials  arrogantly  instructed 
Kohl  to  "inform  us  of  any  actions  that 
the  German  government  or  any  other 
responsible  parties  have  taken  to  curb 
nco-Nazism  and  other  right  wing  ex- 
tremist movements  in  Germany." 

Kohl  had  ever)'  right  to  be  insulted 
by  the  letter,  but  he  took  it  seriously. 
On  Dec.  17  one  of  his  aides  politely 
assured  Holtzman  that  "good  neigh- 
borliness  and  friendship"  are  high 
priorities  in  Germany;  the  Kohl  gov- 
ernment, he  added,  enjoys  "a  special 
solidarity  with  our  citizens  of  the  Jew- 
ish faith." 

Holtzman's  flack  says  there's  noth- 
ing new  in  his  boss'  writing  to  Kohl — 
she  has,  he  says,  already  used  her 
position  as  pension  trustee  to  com- 
plain about  politics  in  South  Africa 
and  Northern  Ireland.  With  so  many 
problems  in  New  York  to  deal  with, 
one  might  expect  the  Comptroller  to 
leave  diplomacy  to  the  diplomats.  Hi 
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if  you  prefer  your  golf  with 
quiet  drives  by  the  sea,  this 
■  should  suit  you  to  a  tee. 
You  can  now  enjoy 
Special  Resort  Member 
privileges  for  one  or  two 
visits  at  Florida's  premier 
private  oceanfront  club,  to 
which  you  may  also  choose 


to  apply  for  membership. 
Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000 
acres  of  natural  splendor 
and  spectacular  sport. 
With  two  championship 
golf  courses  on  premises. 
Tennis  and  croquet. 


A  magnificent  175-slip 
marina.  Great  fishing  from 
bonefish  to  deep-sea.  And 
unforgettable  dives     .        ./ 


Plus  a  choice  of  superb 
accommodations, 
restaurants  and  lounges. 
Contact  your  travel 


professional  or  call 
1-800-741-REEF  today 

OCEAN_REE£^Cj-^ 

Key  Largo,  Florida 
Very  Natural.  Very  Exclusive.  Very,  Very  Special. 
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This  \yentme's  Day... 

^Oend 
Cnocolates" 


Cnocolates  are  O.K.,  but  a 
Dook  on  sweets  nas  zero 
calories  ana  will  he  around  long 

arter  tnose  cnocolates  nave 

disappearea.  A  Sena-A-Book 

meniDer  bookstore  can  nave  tne 

DOok  or  your  cnoice  girt  wrapped 

and  nand  delivered  anywnere  in 

tne  U.S.  witnin  48  nours. 

So,  tnis  Valentine's  Day  send 

tke  gift  tkat  lasts! 
Service  launcnes  Fernruary  1st. 


Send-A'Book 

1-800-793-SEND 

Girt  certiricates  available 


READERS  SAY 


Creative  thinking 


Sir:  "Achilles'  heel"  (Nov.  9, 1992)  is 
an  accurate  view  of  the  problems  fac- 
ing the  Japanese  banking  system. 
These  same  problems  face  other  in- 
dustries also.  The  homogeneous 
management  by  consensus  that  has 
been  touted  as  the  strength  of  Japa- 
nese management  fails  to  produce 
creative  decision  makers.  Rather  than 
worry  about  Japan  "taking  over  the 
world,"  American  business  should 
capitalize  on  its  creative  management 
expertise  and  expand  its  presence  in 
the  Japanese  market. 
-Paul  R.  King 
President 

Nichibei  Dynamics,  Inc. 
Mesa,  Ariz. 

The  quest  for  efficiency 

Sir:  American  manufacturing  compa- 
nies that  fail  to  continuously  improve 
their  product,  speed  of  delivery  and 
value  added  of  their  goods  and  ser- 
vices stand  to  lose  more  than  a  few 
percentage  points  of  gross  margin 
( "A  process  that  never  ends,"  Dec.  21, 
1992).  They  will  lose  their  customers 
to   more   competent   competitors — 
domestic  and  foreign — who  know  the 
edge  lies  with  companies  that  create 
value   through   understanding  their 
customers'  needs  and  exceeding  their 
expectations. 
-Robert  E.  Nason 
Executive  Partner 
Grant  Thornton 
Chicago,  111. 

Pro-business 

Sir:  Re  "Here  come  the  lawsuits" 
(Dec.  7, 1992).  There  will  be  little  tort 
reform  under  the  Clinton  Adminis- 
tration. With  his  heavy  backing  from 
attorneys,  the  litigation  explosion  will 
continue.  But  Texas  justice  has  come 
a  long  way  since  the  Pennzoil  case  in 
1985.  That  was  two  Supreme  Court 
elections  ago,  and  the  balance  on  the 


Supreme  Court  now  weighs  in  favor 

of  the  business  community. 

-Edward  G.  Schreiber 

President 

Independent  Insurance  Agents 

of  Houston 
Houston,  Tex. 

Handle  with  care 

Sir:  Holy  philately,  Forbes!  ("The 
stamp  arbs,"  Dec.  21,  1992.)  Doesn't 
Richard  Lehmann  know  the  number 
one  rule  of  stamp  collecting.'  Never 
handle  stamps  with  your  fingers.  One 
should  always  use  stamp  tongs,  which 
are  especially  designed  "tweezers" 
used  for  handling  philatelic  material. 
-Bryan  I.  Lorber 
So.  Burlin£jton,  Vt. 

Presidential  interest 

Sir:  Special  interests  by  political  cus- 
tom are  merely  the  interests  of  others 
than  ourselves  (Fact  and  Comment, 
Dec.  21,  1992).  Much  as  you  would 
like  to  pin  all  such  things  on  Con- 
gress, the  budgets  presented  to  Con- 
gress by  the  Presidents  in  the  past  12 
years  have  been  more  out  of  balance 
and  more  loaded  with  special  interests 
than  any  in  history. 
-Ward  Mc:Cabe 
San  Jose,  Calif. 

Vindictive,  not! 

Sir:  You  refer  to  the  fact  that  you 
could  find  no  one  who  was  willing  to 
speak  openly  about  Martin  Davis,  be- 
cause    "he's     a     vindictive     man" 
("Break  it  up?"  Dec.  7,  1992).  I  h.nc 
known  Marty  professionally  for    1 
years.  Our  two  organizations  li.i\> 
worked  together  in  various  degrees. 
Several  years  ago,  when   I   belie\ed 
Paramount  dealt   unfairly  with   iii\ 
bank,  1  took  Marty  (who  was  then 
chairman)  to  task.  Marty's  only  re 
sponse  was  to  indicate  I  was  100% 
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ight,  apologize  proRisely  for  the  ac- 
:  don,  and  promise  to  make  it  up  to 
IS  .  .  .  and  he  did. 
-Howard  Rosof 
Executive  Vice  President 
National  Westminster  Bank  USA 
New  York,  N.r. 

The  New  Mexico  way 

MR:  Re  "The  therapist"  (Dec.  7, 
1992).  The  problems  John  Ackerman 
nherited  at  Public  Service  Co.  of  New 
Mexico  have  been  shared  by  public 
atilities  throughout  the  Southwest. 
Por  its  part,  the  state  of  New  Mexico 
las  encouraged  a  steady  rate  of  eco- 
nomic growth,  often  in  close  cooper- 
ation with  PNM.  We  are  a  small  state, 
careftil  with  our  resources,  protective 
of  our  quality  of  life,  conservative  with 
the  taxpayers'  money.  But  we  are 
neither  vicious  nor  antibusiness. 
Bruce  King 
Governor 
Santa  Fe,  N.M. 

Minoi*  player 

Sir:  The  Resolution  Tmst  Corp.  is  not 
a  dominant  player  in  today's  real  estate 
market,  nor  is  it  the  determinant  of 
values  ("Hang  on  to  your  wallets," 
Dec.  7,  1992).  The  optimistic  over- 
building of  the  1980s  ftieled  by  easy 
credit  and  generous  tax  credits  created 
the  tough  market  of  the  1990s — plain 
and  simple.  Thanks  to  realistic  pricing, 
the  RTC  is  quickly  selling  its  real  estate 
assets  at  market  prices.  This  process 
doesn't  destroy  markets,  it  only  reflects 
current  conditions. 
Lamar  C.  Kelly  Jr. 
Senior  Vice  President  for  Asset 

Management  and  Sales 
RTC 
Washington,  D.C. 

Cash  at  hand 

Sir:  That  we  have  borrowed  money  to 
pay  our  dividends  is  wrong  ("Future 
shock,"  Dec.  21,  1992).  In  fact,  cash 
generated  from  operations  is  almost 
three    times    the    dividend    require- 
ments, and  certainly  sufficient  to  pay 
those  dividends. 
-Timothy  L.  Guzzle 
Chairman  of  the  Board  and  President 
TECO  Energy,  Inc. 
Tampa,  Fla. 
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Proof  That  Some  Junk  May 
Ihm  Out  Quite  Valuable 


Spartan  High 
Income  Fund 


9.40"'° 

30-day  Yield' (ended  1/5/93) 


21.49* 

1-Yr.  Total  Return' 
(12/31/91-12/31/92) 


Comfortable  with  the  greater  risks  of  low 
quality  bonds?  Now  may  be  the  time  to  con- 
sider investing  in  Spartan®  High 
Income  Fund. 

•  Built-in  fund  diversification  can 
reduce  the  risk  of  owning  individual 
bonds. 

•  Fidelity's  Spartan  Approach®  is 
designed  to  maximize  yields  by  mini- 
mizing expenses.^ 

Msit  a  Fidelity  Investor 
Center  or  Call  24  Hours 

1-800-544-8888 


Inuestmenis® 

CODE:  FORB/SPH/020193 

Minimum  investment:  $10,000.  For  more  complete  information,  including  management  fees  and  transaction 
expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  There  is  a  1% 
redemption  fee  on  shares  held  less  than  270  days.  'Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains.  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when 
you  sell  your  shares.  'Transactions  you  make  reduce  your  yield.  Fidehty  Distributors  Corporation. 


22.94°- 

Avg  Annual  Return' 
(8/29/90-12/31/92) 


FMelity 


Few  gifis  actually 

improve  with  age. 

Your  bank  selk 

one  of  them. 
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Visit  your  bank  for  the  gift 

that  improves  with  age: 

a  U.S.  Savings  Bond. 

For  more  information,  write: 
Office  of  Public  Affairs, 

U.S.  Savings  Bonds  Division, 
Washington,  DC  20226. 


lAmericaTy.  U.BONDS 
A  public  service  of  this  magazine 


DREMAN 

Forbes  readers  know  David  Dreman  for  his 
column  in  Forbes  magazine.  What  many  of 
them  don't  know  is,  he  manages  the  No.  1 
Equity  Income  Fund*. 

The  Dreman  High  Return  Portfolio 

This  Portfolio  has  almost  doubled  the  S&P  500 
for  the  period  10/11/90  (the  market  low)  to 
12/31/92.  j,3_7g^„ 


51.25% 


Lipper  S&P  500  DREMAN 

Equity  (unmanaged         HIGH 

Income  index  of  RETURN 

Average  common  stocks)  PORTFOLIO 

To  receive  a  free  prospectus  and  IRA  Booklet  com- 
pletely describing  our  100%  No  Load  Mutual  Funds 
including  expenses  call  toll  free  (800)  533-1608. 

•Ranked  by  Lipper  Analytical  Services,  Inc.,  an  independent 
rating  service  against  61  other  Equity  Income  Funds  for  the 
period  10/11/90  to  12/31/92.  As  of  12/31/92  the  average  annu- 
al total  returns  for  the  one  year  period  and  since  the  incep- 
tion of  the  Fund  (March  18,  1988|  were  19.8%  and  17.5%, 
respectively.  The  investment  return  and  principal  value  of 
an  investment  in  the  Portfolio  wUl  fluctuate  so  that  an  in- 
vestor's shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  As  with  any  investment,  past  per- 
formance does  not  guarantee  future  performance.  Distribu- 
tor, Fund/Plan  Broker  Services,  Inc. 

(800)  533-1608 


What  every  man 
should  know 
about  his  prostate. 
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What  and  where 
the  prostate  is 

Only  men  have  a  prostate.  It's  a 
lut-sized  gland  located  at  the 
!  of  the  bladder.  It  surrounds  a 
of  the  urethra,  the  tube  that  car- 
urine  from  the  bladder  through 
Denis. 

The  prostate  supplies  the  milky 
i  that  helps  transport  sperm 
lUgh  the  penis  during  ejaculation, 
prostatic  fluid  also  aids  concep- 
I  by  providing  support  and  nour- 


ishment for  the  sperm  and  helping  to 
make  the  vaginal  canal  less  acidic. 

What  an  enlarged 
prostate  is 

In  most  men,  after  age  45,  the 
prostate  starts  to  enlarge  and  may 
continue  to  enlarge  for  the  rest  of  a 
man's  life.  This  growth  may  be 
benign  prostate  enlargement,  a  non- 
cancerous condition.  A  major  cause  is 
the  activity  of  a  key  hormone. 

By  itself,  benign  prostate  enlarge- 
ment isn't  a  problem.  But  as  the 
prostate  continues  to  grow,  it  can 
squeeze  the  urethra  (like  pinching  a 
straw)  and  interfere  with  the  normal 
flow  of  urine,  causing  uncomfortable 
and  embarrassing  symptoms. 

Benign  prostate  enlargement  is  a 
common  medical  finding  in  older 
men.  However,  not  every  man  devel- 
ops the  condition,  and  in  those  who 
do,  it  is  not  always  progressive. 

The  urinary  symptoms 
of  an  enlarged  prostate 

Among  the  symptoms  commonly 
associated  with  an  enlarged  prostate 
are  more  frequent  urination,  espe- 
cially during  the  night,  or  the  sud- 
den, almost  uncontrollable  urge  to 
urinate.  The  added  pressure  on  the 
urethra  can  also  cause  a  weak, 
interrupted  urine  stream,  a  sense  of 
the  bladder  not  emptying  completely 
leakage,  and  difficulty  in  starting  uri- 
nation. It  can  even  result  in  total 
blockage,  a  serious  condition. 

Why  you  should 
consult  the  doctor 

Symptomatic  benign  prostate 
enlargement  can  be  helped.  Recent 
advances  in  treatment  have  been 
made,  and  today  your  doctor  has  sev- 
eral options.  So  now,  more  than  ever, 
is  an  excellent  time  to  consult  your 


doctor  You  and  your  doctor  should 
discuss  which  treatment  option 
would  be  best  for  you. 

If  you  experience  any  symptoms, 
see  your  doctor  and  speak  frankly 
about  the  problem.  A  simple  rectal 
examination  enables  the  doctor  to 
feel,  with  a  gloved  finger,  the  size  and 
condition  of  the  prostate.  This  exam, 
and  other  tests  the  doctor  may  rec- 
ommend, will  also  help  to  rule  out  the 
possibility  of  prostate  cancer  Benign 
prostate  enlargement  is  not  cancer 
and  does  not  turn  into  cancer. 


The  prostate  is  located  at  the  base  of  the  bladder.  It 
surrounds  a  part  of  the  urethra,  the  tube  that  carries  urine 
from  the  bladder  through  the  penis.  As  the  prostate  enlarges, 
it  can  squeeze  the  urethra  and  cause  urinary  problems. 


These  days,  prostate  problems 
don't  have  to  interfere  with  living 
your  life  to  the  fullest.  That's  what 
every  man  should  know. 

Talk  to  your  doctor,  soon.  And, 
for  a  free  booklet  with  more  informa- 
tion, call  1-800-635-4452. 
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and  in 

the  proper  hands.  I  want  it  done 
eorreetly^  aeeuratefy^  exaetly^  pre- 
eisefy^  perfeetfy^  effieientfy^  reliabfy^ 
expertly.)  proficiently^  faithfully^ 
totally^  absolutely^  unequivocally.) 
unmitigatedly,  maturety^  fla^essfy.) 
supremely.)  unsurpassedly  and 
certainly  without  fault.  I  want  it 
unharmed^  unbotched,  untainted 
and  unscrewed-up.  And  most  of  all 
I  want  it  done 


When  the  pressure  is  on  to  do  it  right — and  do  it 

for  less — do  it  with  FedEx  Standard  Overnight'" 

Service.  All  the  reliability  of  Federal  Express,  but 

for  less  money,  because  your  package  arrives 

by  3  PM  the  next  day*  As  always  you  get  the  best 


package  tracking  system  in  the  business,  a  money- 
back  guarantee  and  on-call  pickup  at  no  extra 
charge.  Call  us  at  800-238-5355.  It's  everything 
you  like  about  our  10:30  AM  FedEx  Priority 
Overnight'"  Service.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  YouRsr 


"  10:,10  Ml  and  3:00  PM  delivery  in  A(\  areas.  Consult  our  Service  (Juide  for  details  and  restrictions  of  our  money-back  ))uarHnlce. 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


lias  room  to  cut  short-term  interest  rates  but  is  hesitating. 
Commodity  prices  are  weak.  That  most  sensitive  barome- 
ter of  inflation/deflation,  gold,  is  going  down  in  price, 
and  that  signals  money  tightness. 

The  governors  monitor  the  price  of  the  yellow  metal 
and  for  a  while  had  been  informally  targeting  it  at  $350. 
So  why  haven't  they  eased.^  Because  the  economy  is 


THE  FEDERAL  RESERVE 


showing  signs  of  improvement.  Fed  officials,  like  most 
economists,  are  still  swayed  by  the  false  theory  that 
growth  causes  inflation. 

The  economy  needs  all  the  constructive  help  it  can 
get.  Chairman  Greenspan  and  his  colleagues  are  now 
in  a  position  to  provide  some  timely  assistance — like 
right  now. 


THEY  CAN'T  TAKE  THIS  AWAY  FROM  BUSH 


Despite  his  reelection  defeat,  former  President  George 
Bush  has  won  a  special  place  in  history  for  what  he  did  to 
prepare  for  and  prosecute  the  Gulf  war.  Not  since  Henry 
V's  doughty  band  of  warriors  deci- 
mated the  French  at  Agincourt  nearly 
600  years  ago  has  there  been  such  a 
lopsided  triumph.  The  lion's  share  of 
credit  goes  to  Bush.  It  was  he  who 
made  the  decision  to  challenge  Iraq's 
seizure  of  Kuwait,  he  who  almost 
single-handedly  put  together  that  ex- 
traordinary coalition  and  he  who  gave 
the  green  light  to  go  to  war  despite 
sizable  congressional  opposition  and 
misgivings  by  many  in  the  military.         Bush  readies  to  let  loose 
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The  war's  disappointing  aftermath  doesn't  diminish  the 

magnitude  of  Bush's  achievement.  The  dreary  truth  is 

that  what  follows  almost  every  victorious  war  is  something 

of  a  letdown.  The  Civil  War  begot 

Reconstruction,    still    controversial 

among  historians.  World  War  I  gave 

us  the  vindictive  Versailles  Treaty  and 

the  failure  of  the  League  of  Nations. 

The  end  of  World  War  II  was  marked 

by  intense  debate  over  whether  we 

should  have  seized  Berlin  and  could 

have    thwarted    Soviet    designs    on 

Eastern  Europe.  And,  of  course,  the 

15th-century  French  eventually  rout- 

Stormin'  Norman.         ed  the  English. 


BY  THE  WAY,  WE  SHOULDN'T  FORGET 


that  the  Gulf  war  batde-tested  technology,  the  wise  use  of 
which  will  promote  a  more  peaceful  world.  In  the  19th 
century,  the  British  employed  gunboats  to  help  suppress 
the  slave  trade  and  to  deter  or  punish  foreign  bullies  and 
pirates.  Today's  gunboats  are  smart  bombs  and  cruise  mis- 
siles. Using  them,  we  can  obliterate  aggressive  forces  with 


minimal  casualties  of  our  own.  Astonishingly,  we  haven't 
done  that  in  Serbia,  whose  murderous  acts  are  threaten- 
ing a  major  European  war  and  setting  a  horrid  example 
for  numerous  nationalities  in  the  former  Soviet  Union. 

Let  us  hope  the  new  Administration  will  recognize  and 
act  upon  the  promise  of  the  Gulf  war. 


MISPLACED  ZEAL 


New  York,  like  many  other  states,  would  boom  if  its 
government  applied  a  fraction  of  the  energy  to  growing 
the  economy  that  it  now  devotes  to  squeezing  taxpayers. 

Over  the  holidays,  Albany  sent  tax  officials  to  shopping 
Tnalls  in  New  Jersey  and  Pennsylvania.  Their  mission: 
write  down  the  license  numbers  of  cars  with  New  York 
plates.  Under  New  York  law,  residents  are  supposed  to 
pay  the  difference  between  the  state's  sales  tax  and  those 
of  other  states.  Albany  plans  to  send  notices  to  those  car 
owners,  "suggesting"  they  pony  up  extra  j^oney. 

The  Empire  State's  chief  tax  collector  is  threatening 

Forbes  ■  February  1,  1993 


to  subpoena  records  from  New  Jersey  retailers  to  check 
who  has  been  sneaking  over  to  buy  out  of  state.  The 
state  already  combs  U.S.  Customs  Service  records  (if 
residents  buy  something  abroad,  they  are  supposed  to 
pay  New  York  sales  tax  on  it).  The  state's  Attorney 
General  may  bring  charges  of  "encouraging  tax  eva- 
sion" against  a  New  Jersey  store  because  it  advertised 
the  fact  that  the  Garden  State's  sales  levy  is  less  than 
that  across  the  Hudson  River. 

Tax  officials  around  the  nation  are  pressuring  Congress 
to  pass  a  law  requiring  retailers  in  one  state  to  collect  taxes 
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owed  to  other  states.  They  also  want  to  force  catalogers 
to  collect  sales  taxes  from  all  customers. 

States  are  "aggressively"  interpreting  tax  laws  (i.e., 
heads,  we  win;  tails,  you  lose),  counting  on  the  fact  that 
most  people  won't  have  the  time  and  money  to  fight 
them  in  courts.  California,  for  example,  is  demanding 
income  taxes  on  pensions  oi  former  residents. 

Instead  of  devising  new  ways  to  pick  people's  pockets, 
states  should  be  privatizing  services  that  can  be  better 


provided  by  the  nongovernment  sector.  Among  the  areas 
ripe  for  liberation:  public  schools,  highway  construction, 
airports,  prisons.  States  should  reexamine  regulations  that, 
drive  away  job-producing  small  businesses. 

Almost  every  industry  and  service  in  this  countr)'  is 
undergoing  relendess,  become-more-efficient-or-else, 
cost-cutting  pressures.  Why  should  the  public  sector  be 
immune."         ^ 

We  ne'ed  a  new  tax  revolt. 


ANOTHER  EXAMPLE 


of  economic  myopia  is  the  New  York 
region's  hostility  to  "scalping," 
whereby  individuals  buy  tickets  to  an 
event  such  as  a  rock  concert  and  then 
resell  them  at  higher  prices.  It  is  un- 
lawful in  New  York  for  ticket  brokers 
to  mark  up  the  prices  more  than  a 
fixed  amount.  Airlines  and  other 
businesses  sell  tickets  at  different 
prices,  depending  on  demand  and 
willingness  to  buy  in  advance.  Why 
shouldn't  people  have  the  right  to 


Scalpers  at  work:  Why  is  this  illegal? 

DO-GOODER 


pay  a  higher  price  if  they  don't  wish 
to  stand  in  line  for  several  hours." 

Yet  New  York,  New  Jersey,  Con- 
necticut and  other  states  devote 
hard-pressed  law  enforcement  re- 
sources to  fighting  scalping.  They 
claim  price-fixing  is  necessary  to  pre- 
vent gouging.  But  states  that  have  no 
antiscalping  laws  don't  suffer  either 
higher  average  prices  or  a  lack  of 
availability  of  tickets  for  the  general 
public  to  most  events. 


One  reason  American  troops  and  those  of  other  nations 
are  now  on  a  mercy  mission  in  Somalia  is  the  tireless  work 
of  Philip  Johnston,  president  of 
CARE.  Months  ago  he  recog- 
nized the  magnitude  of  the  loom- 
ing disaster  and  ceaselessly  sound- 
ed the  tocsin  to  U.N.  Secretary- 
General  Boutros  Boutros-Ghali 
and  others  that  only  an  interna- 
tional mihtary  effort  could  save  the 
day.  Thanks  in  no  small  part  to 
Johnston's  exertions,  the  Secre- 


tar\'- General  wrote  the  letter  that  crystallized  President 
Bush's  decision  to  intervene .  Johnston  is  now  on  loan  from 

CARE  to  the  U.N.  and  is  acting  as 
coordinator  of  the  humanitarian 
relief  activities  in  Somalia. 

Johnston's  around-the-clock 
activity  has  taken  its  toll.  He  is  just 
now  recovering  from  a  bout  of 
malaria.  But  because  of  him 
countiess  numbers  of  people  will  \ 
live  who  otherwise  would  have 
starved  to  death. 


AN  AMERICAN  GENIUS 


Theodore  Roosevelt:  A  Life — by  Nathan  Miller  (Wil- 
liam Morrow  &  Co.,  Inc.,  $27.50).  Impressive  biography 
of  one  of  our  most  magnificent  chief  magistrates.  Roose- 
velt was  a  phenomenal  force  of  energy,  intellect,  curiosity, 
courage,  farsightedness,  Victorian  morality,  political  sa- 
gacity and  ambition.  His  overcoming 
physically  debilitating  childhood  ob- 
stacles, particularly  near-killing  bouts 
of  asthma,  still  stirs.  (It  is  hard  to 
imagine  a  president  today  routinely 
sparring  in  the  boxing  ring.) 

His  exploits  in  the  West  were  ex- 
traordinary, including  fighting  with 
outlaws  and  herding  cattle  in  freez- 
ing, man-killing  weather.  His  post- 
presidential  expeditions  in  the  jun- 
gles of  Africa  and  Brazil  were  truly 
exploratory — and  in  the  case  of  Brazil,  almost  fatal. 

Near  the  end  of  his  last  presidential  campaign,  he  was 
shot  in  the  chest  and  yet  insisted  on  delivering  a  90- 
minute  speech  before  going  to  the  hospital 


TR  thought  a  big  navy  would  deter  Japan 


superb  naturalist,  and  his  numerous  history  books  were 
usually  first-rate.  He  was  a  dazzling  success  as  president, 
brilliantly  combining  reforming  zeal  with  political  street 
smarts.  He  was  an  imaginative  conservationist  who  knew 
his  subject  far  better  than  most  Greens  do  today.  His 
foreign  policy  speaks  to  us  now;  he 
recognized  that  America  had  to  take 
an  active  world  role  for  its  ultimate 
safety.  TR  played  a  skillfiil  diplomatic 
game  on  a  number  of  fronts,  win- 
ning, for  instance,  the  Nobel  Peace 
Prize  for  bringing  about  a  negotiated 
end  to  the  Russo-Japanese  War. 
Excerpt:  Roosevelt  once  interrupted  a 
formal  White  House  luncheon  to  dem- 
onstrate a  judo  hold  by  throwinjf  the 
Swiss  minister  to  the  floor  several 
times,  to  the  vast  amusement  of  the  other  quests. 
Excerpt:  "/  thoroughly  like  almost  all  the  kinjjsand  queens  I 
met/' Roosevelt  observed,  but  this feelinjj  was  mixed  with  pity 
for  "the  tedium,  the  dull,  narrow  routine  of  their  lives,'' 


TR's  mind  was  even  stronger  than  his  muscle.  He  was  a      which  reminded  him  of  the  American  vice  presidency. 
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Hurley  Haywood  has  his 

name  engraved  a  record  five 

times  on  the  Rolex  Cup. 


The  Rolex  24  at  Daytona. 

It  is  a  race  like  none  other  in 
America.  A  place  where  names  like 
Foyt  and  Gurney  are  legend.  The 
ultimate  proving  ground  where  for 

24  straight  hours  they 
battle  the  road,  the 
fatigue,  the  elements, 
and  each  other.  This 
is  not  just  another 
Sunday  afternoon 
at  the  track.  This  is 
where  exotic  V-12s  duel 
with  full-bore  V-8s  in 
the  heat  of  the  day  and 
through  the  solid  black  wall  of  night. 
Then  it  starts  to  rain. 
But  the  true  storms  at  The  Daytona 
International  Speedway  have  raged  not 
in  the  skies,  but  down  on  the  track. 
In  1962,  after  his  engine  failed,  Dan 
Gurney  nursed  his  winning  Lotus 
across  the  line  on  the  power  of  his 
starter  motor,  much  to  the  crowd's 
delight.  The  mid- sixties  saw  classic  duels 
between  Ford  and  Ferrari,  with  Ford's 
prototypes  puncturing  Ferrari's  domination 
with  wins  in  1965  and  1966,  only  to 
have  Ferrari's  330  P4s  come  back 
for  revenge  in  1967.  And  then  it 
was  Porsche's  turn,  with  drivers 
like  Peter  Gregg  and  Hurley 
Haywood  dominating  the  next 
two  decades  at  Daytona. 

This  is  the  full- horsepower 
legend  of  Daytona. 
A  race  where  every 
element— power, 
speed,  precision, 
rugged  durability, 
and  luck— must 


^^The  difference 
between  this  and  other  races 

IS  nigJlt  and  day*     Umley  Haywood 

come  together.  And  now, 

the  world's  authority  on 

endurance  timepieces, 

Rolex,  is  a  partner  in  this 

premier  race.  The  Rolex 

24  at  Daytona. 

Through  each  of  his 

five  24-hour  victories  at  the 

Daytona  Speedway,  Hurley 

Haywood  has  worn  his  Rolex. 

"When  heat,  dust,  and  vibration 

are  the  order  of  the  day,  and  night," 

he  says,  "you  need 

a  tough  watch.  \\|// 

ROLEX 


"It's  why  so  many 
of  us  wear  Rolex." 


Rolex  Oyster  Perpetual  Day-Date  in  18kt  gold  with  matching  concealed-clasp  President  bracelet. 
Write  for  watch  brocMtre.  Mex  Watch  U.S.A.,  Inc..  Dept.  790  ,  Rolex  Building.  665  Fifth  Avenue,  New  York,  N.Y.  10022-5383. 
For  information  regarding  the  January  30  &  31,  1993  Rolex  24  at  Daytona,  call  The  Daytona  International  Speedway:  904-253-RACE. 
Rolex,'§f,  Oyster  Perpetual,  Day-Date  and  President  are  trademarks. 


OMj-/ 


1^ 


M" 


T- 


rn 


^»e 


^^ 


^^Tien  Lisa  was  bom 

her  kidneys  didn't  work. 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 


And  let  Lisa  grow 
up  at  home. 
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Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  morer 


/Etna 
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Other  Comments 


Famous  Last  Tear 's  Words? 

Herh's  what  some  famous  folks 
might  have  said  on  the  eve  of  1993. 

■  William  Safire  on  Ross  Perot:  "De- 
mocracy is  being  allowed  to  vote  for 
the  candidate  you  dislike  the  least." 

■  Henrv'  Kissinger  on  modest)':  "If  I 
had  been  present  at  the  Creation,  I 
could  have  given  some  useful  hints." 

■  Carla  Hills  on  French  opposition 
to  cutting  agricultural  subsidies: 
"There's  something  Vichy  about 
the  French." 

■  Kevin  Costner  on  being  a  movie 
star:  "The  nice  thing  about  being  a 
celebrit\'  is  that  when  you  bore  peo- 
ple they  think  it  is  their  fault." 
-Mortimer  B.  Zuckeraian,  editor- 
in-chief,  U.S.News  &  World  Report 

Just  Rewards 

By  the  time  the  w  ritten  request  for  a 
pardon  of  Caspar  Weinberger 
reached  President  Bush,  the  issue  had 
all  but  been  decided.  Bush  thought 
Lawrence  Walsh  had  overreacted  in 
indicting  Weinberger  [and  that] 
Walsh  should  close  up  shop,  pronto. 

Bush's  instinct  was  to  pardon 
Weinberger  alone.  That,  an  aide  said, 
"would  have  been  an  easier  deal." 

"It  was  a  ver\'  close  call,"  says  a  Bush 
adviser.  "It  was  a  risky  move  [pardon- 
ing all  six],  not  morally  risky,  but  risky 
in  the  sense  of  his  place  in  histon'." 


In  the  pardon  proclamation, 
[Bush]  said  policy  differences 
"should  be  addressed  in  the  political 
arena,"  not  the  courts. 

Maybe  I'm  naive,  but  my  guess  is 
that  Bush  will  be  vindicated.  I  think 
the  impulse  behind  the  pardon  was 
high-minded.  Bush  believes  in  loyal- 
t\'  down,  not  just  loyalt)'  up. 
-Fred  Barnes,  TTye  New  Republic 


Taxation  is  the  price  we  pay  for 
failing  to  build  a  civilized  soci- 
ety. The  higher  the  tax  level, 
the  greater  the  failure. 

-"Persuasion  Versus  Force," 
by  Mark  Skousen,  editor  of 
Forecasts  &  Strategies 

Can't  Dance?  Don't  AskMe 

When  a  woman  steps  out  on  a  dance 
floor  with  a  Washington  man,  maybe 
she'll  float  across  the  floor,  like 
Ginger  with  Fred.  But  more  likely 
she'll  be  hauled  around  like  a  trash 
barrel  and  have  her  arm  pumped  so 
hard  that  her  rings  fly  off. 

"I  don't  get  it,"  moans  a  new 
woman  in  town,  rubbing  her  black 
and  blue  instep.  "Guys  wouldn't 
dream  of  going  out  on  a  tennis  court  if 
they  didn't  know  how  to  hold  a  rac- 
quet. But  they  think  nodiing  of  get- 
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ting  out  there  on  the  floor  without  the 
slightest  idea  of  what  they're  doing." 

Please,  guys,  think  again.  The 
dance  floor  is  the  last  place  on  earth 
where  you  can  lead  and  your  lady  will 
follow,  no  questions  asked.  Besides 
that,  dancing  is  muy  macho.  Ancient 
Greeks  believed  that  the  best  dancers 
were  also  the  best  fighters,  and 
among  primitive  tribes  in  the  New 
Hebrides,  the  older  men  stood  by 
with  bow  and  arrow  to  shoot  the 
young  punks  who  took  a  wrong  step. 

"Not  a  bad  idea,"  says  my  friend 
with  the  sore  foot. 
-Diana  McLellan,  Washingtonian 

Taxation  with  Desperation 

New  York  State's  latest  method  of 
enforcing  sales  tax  laws  is  an  embar- 
rassing act  of  desperation.  If  New 
Yorkers  who  shop  in  New  Jersey  are 
being  urged  to  report  and  pay  the 
difference  between  the  states'  sales 
taxes,  shouldn't  Jersey  residents  file 
for  a  New  York  sales  tax  refund  when 
they  make  a  purchase  in  New  York.' 
-Barbar,a  DeLorenzo, 
letter  to  Newsday 

School  Daze 

Chei^ea  Clinton  will  attend  the  pri- 
vate Sidwell  Friends  School.  Sidwell 
is  a  haven  for  children  of  the  capital's 
rich  and  famous  (tuition  is  about 
$10,800)  and  a  world  away  from  the 
metal  detectors  and  gangs  in  the 
dt)'\  public  schools.  We  understand 
why  the  Clintons  would  exercise  this 
private-school  choice,  but  why  don't 
they  want  poor  parents  and  children 
to  have  the  same  opportunity? 
-  Wall  Street  Journal  editorial 

Bom  Entrepreneur 

I  WAN  I  to  take  some  business  courses.  I 
know  a  lot  about  selling,  how  to  talk  to 
people  and  move  things,  but  there's 
things  about  business  I  don't  know.  I 
wonder    if   maybe    some    professor 
could  explain  why  scalping  is  so  bad. 
-Kkvin  Thomas,  26-ycar-old  ticket 
scalper  with  $75,000  in  savings, 
quoted  in  the  New  York  Times 
by  John  Tierney  ^ 
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TEMPLETON  WORLD  FUND 


World  Class  Performance 


*Cumulative  total  return  as  of  12-31-91 


Since  Inception  (1-17-78) 


13  YEARS 


12  YEARS 


11  YEARS 


10  YEARS 


9  YEARS 


8  YEARS 


7  YEARS 


701.1"/» 


564.4"/" 


'418.4% 

329.0"/» 
303.8"/» 


238.3"/« 
152.5"/<> 


141.1% 


6  YEARS 


5  YEARS 


4  YEARS 


3  YEARS 


2  YEARS 


1  YEAR 


'83.2% 
56.r/« 
51.0"/« 


*Average  Annual  Total  Returns 
as  of  9/30/92 


1  Year 

+0.8°''° 


5  Years 

+4.2°''° 


10  Years 

45.0°''° 


'26.  l"/" 
2.9% 

22.3"/» 


Templeton 

■     A  COMMON  SENSE  APPROACH 
■^    TO  LONG  TERM  GOALS 

Call  24  Hours 

1-800-325-9950  Ext.  235 


You  will  receive  a  prospectus  containing  more  complete  information,  including  all  charges  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money.  *Total  return  quotations  and  performance  results  reflect  the  deduction  of  the  maximum  ini- 
tial sales  charge  (5.75%),  deduction  of  a  proportional  share  of  Fund  expenses  on  an  annual  basis  and  assume  that  all  dividends 
and  distributions  are  reinvested.  The  investment  return  and  principal  value  of  an  investment  will  fluctuate  so  that  an 
investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  Past  performance  is  no  guarantee  of  future 
results.  There  are  special  risk  considerations  associated  with  foreign  investing. 

Templeton  Funds  Distributor,  Inc.,  P.O.  Box  33030,  St.  Petersburg,  FL  33733 


Great  cars  always  seem  to  get  a  hold  on  people.  And  while  it  may  be 
somewhat  of  a  cliche  to  define  the  relationship  as  a  love  affair,  it  has  been 
known  to  happen  on  more  than  one  occasion.  \  vyQQly  dlOUSfl^ 

the  form  kept  bringing  the  designers 
back  on  weekends  just  to  sculpt  and 

SflSpC   LllC  C13,y.  J   Since  its  introduction  a  short  time  ago,  the  J30 
has  definitely  built  a  devoted  following.  For  its  nostalgic  lines.  For  its 
luxury.  Which  pleases  the  designers  of  Infiniti.  Because  the  last  thing  they  set 
out  to  do  was  build  just  another  car. 


^^   INFINITI 


'M.S.R. p.,  fully-equipped  including  destination  charges.  Title,  taxes  and  license  fees  not  included.  O  t'iVZ  Infiniti  Division  of  Nissan  Motor  Ciirporalion  in  U.S.A. 


J30"/«34,450" 


Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
then  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyo 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SinGAPORE  AIRLinES 


Gommentairy 

on  events  at  home  and  abroad 


I  By  Caspar  W.  Weinberger,  Publisher 


START  II— THE  HIDDEN  FLAWS 


Changing  the  course  of  h 


Arms  control  agreements  are  always  assured  of  highly 
favorable  press  reviews,  and  with  actual  arms  reduction 
agreements  (far  more  rare),  the  press  is  generally  euphoric. 

So  it  is  with  Start  II,  signed  by  Presidents  Bush  and 
Yeltsin  on  Jan.  3.  Therefore,  it  is  with  considerable 
trepidation  that  any  writer  should  embark  on  a  detailed 
analysis  of  the  U.S.'  latest  arms  control  agreement  with 
Russia  and,  subsequently,  the  three  other  republics  of  the 
former  Soviet  Union  that  have  nuclear  weapons. 

Nevertheless,  since  this  agreement  will,  if  actually  car- 
ried out,  constitute  the  most  sweeping  change  in  our 
strategic  forces  since  we  deployed 
our  first  nuclear  weapons,  it  is  es- 
sential that  we  consider  carefully 
^Start  II  and  all  of  its  implications. 

First  of  all,  there  are  many  good 
features  in  the  agreement: 

The  former  Soviet  Union  will 
have  to  reduce  its  total  of  nuclear 
warheads  from  10,909  to  3,000 
by  the  year  2003,  while  we  will 
move  down  from  9,862  to  3,500. 
(These  lowered  totals  can  be 
reached  by  the  year  2000  if  we 
accelerate  our  payments  to  Russia  for  the  dismantling.) 

■  All  land-based  multiple-warhead  nuclear  missiles  are 
supposed  to  be  eliminated. 

■  Because  the  agreement  scraps  all  the  SSI 8s  of  the 
former  Soviet  Union  and  removes  all  but  one  of  the 
warheads  from  up  to  105  SSI 9s,  it  is  described  by  some  as 
removing  Moscow's  "first  strike  capabilit)'." 

■  In  some  instances  Russia  was  willing  to  cut  more  deeply 
than  we,  evidencing  a  continuation  of  its  willingness  to 
sign  agreemciits  that  actually  reduce  arms. 

This  is  a  very  considerable  list  of  genuine  achievements, 
but  there  are  a  number  of  potentially  serious  problems  that 
bear  closer  scrutiny  than  most  ecstatic  devotees  of  the  arms 
control  process  have  been  willing  to  undertake  thus  far. 

The  agreement,  the  outlines  of  which  were  approved  by 
Bush  and  Yeltsin  last  June,  was  not  completely  drafted  until 
the  last  days  of  1992.  As  always,  the  problems  the  Ameri- 
can side  had  with  Moscow's  version  were  called  "hur- 
dles" or  "obstacles"  by  our  press.  But  these  problems  were 
serious,  and  when,  in  the  interest  of  getting  an  agreement 
as  quickly  as  possible,  we  abandoned  oxx:  positions,  it 
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weakened  what  was  otherwise  an  admirable  document. 

The  most  serious  compromise  allows  Russia  to  keep  90 
of  its  SSI  8  silos  and  all  associated  launch  facilities.  True, 
these  silos  are  supposed  to  have  enough  concrete  poured 
in  the  bottom  and  narrowing  steel  rings  inserted  in  the 
top  so  that  they  cannot  be  used  for  the  SSI 8s. 

But  as  Frank  J.  Gaffney  Jr.,  director  of  The  Center  for 

Security  Policy,  astutely  points  out,  the  modified  SSI 8 

silos  can  still  be  used  to  threaten  us  with  the  smaller  but 

deadly  SS 1 9 .  Indeed,  that  was  why  the  Russians  demanded 

they  be  allowed  to  keep  the  90  large  silos:  They  were  too 

poor  to  build  new  silos  for  the 

shortly-to-be-converted        SSI9. 

Even  worse,  as  a  result  the  Russians 

will  be  able — should  the  wrong 

people  come  to  power — to  rip  out 

the  concrete  and  the  steel  rings  and 

use  the  90  silos  for  SSI 8s  they  may 

have  hidden  and  not  declared. 

The    other    "hurdle    that   was 
swept  aside"  allows  Russia  to  keep 
over  100  of  its  SSI  9s  and  their  RiU 
istory?  infrastructure,  although  the  June 

"framework"  agreement  required 
Russia  to  give  up  all  of  them.  While  Moscow  will  have  to 
take  off  5  of  the  6  warheads  on  the  SSI9s,  ifYeltsin  should 
be  forced  from  power  and  succeeded  by  an  old-school 
Russian,  of  whom  there  are  quite  a  few,  these  deadly  SSI  9s 
could  quite  quickly  regain  their  fijU  multihead  capability. 
Still  another  Russian  demand  was  agreed  to  at  the  last 
moment:  We  said  Moscow  could  have  the  right  to  inspect 
our  B-2  bombers,  the  world's  most  effective  attack 
planes,  because  we  can  put  covers  over  tht  vital  parts  of 
them.  This  reverses  a  longstanding  U.S.  position  that  no 
B-2  inspections  should  be  allowed. 

Much  will  turn  on  whether  Mr.  Yeltsin  or  other  reform- 
ers committed  to  securing  free-market  economics,  individ- 
ual human  rights  and  an  absence  of  military  aggressiveness 
prevail.  If  they  do,  the  very  real  risks  to  our  military  security 
inherent  in  these  compromises  may  not  be  realized.  Yet 
Yeltsin's  government  is  not  firmly  locked  into  leadership, 
and  Ukraine  has  not  even  ratified  Start  I,  which  is  required 
before  the  Start  II  reductions  can  begin. 

So  we  should  pay  very  close  attention  to  the  details  of 
Start  II — and  its  implementation.  WM 

35 


Wnetner  you're  starting  a  new  business  or  moving  to  a  new  location,  our  trained  consultants  can  solve 
your  problems.  Witn  just  one  quick  pnone  call,  Cort.can  give  your  business  tbe  look  or  success  it  deserves. 


COKT 

FURNITURE  RENTAL 


\ou  Handle  Tne  Business.  We'll  Handle  Tne  Furniture!" 

Call  toJay  for  the  Cori  Showroom  near  you;  1-800-Qd2-CORT.  Over  75  home  and  office  showrooms  from  coast  to  coast. 
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EDITED  DY  HOWARD  DANKS 


The  bond  market  is  less  bullish  than  it  seems 


The  flurry  of  new  coiu'orate  bonds  issued 
in  the  first  few  trading  days  in  January  may  be  a 
less  bullish  signal  for  the  economy  than  it 
appears.  It  comes  on  top  of  a  record  year  in 
1992,  when  more  than  $850  billion  in  new 
stocks  and  corporate  bonds  were  issued,  accord- 
ing to  the  Securities  Data  Co. 

Some  economists  have  argued  that  the  tor- 
rent of  new  bond  offerings  is  a  bullish  sign 
because  the  bonds  are  being  issued  to  finance  a 
boom  in  capital  investment.  A  more  realistic 
assessment:  They're  being  used  to  refinance 
existing,  higher-cost  debt  before  interest  rates 
head  north  again. 

"A  record  $215  billion  in  new  corporate 
bonds  were  issued  in  1992,  but  well  under  half 
of  it  [$95  billion  or  so]  amounted  to  net  new 


debt,"  says  John  G.  Lonski  of  Moody's  Inves- 
tors Service.  "That  makes  1992  only  the  sixth- 
highest  year  ever  when  it  comes  to  corporations 
raising  net  new  bonds." 

The  only  businesses  significandy  increasing 
net  bonds  outstanding,  Lonski  says,  were  banks 
and  financial  companies.  They  were  adding 
subordinated  debentures  as  second-tier  capital, 
mosdy  in  order  to  bring  their  capital  ratios  up 
to  meet  new  higher  legally  required  standards. 

The  trigger  for  the  new  issues  flurry  that 
ensued  on  Jan.  4  was  a  sharp  fall  in  interest  rates; 
the  30-year  Treasury  had  fallen  from  7.75%  in 
mid-November  to  just  under  7.3%.  Many  com- 
panies already  had  shelf  registrations  ($305 
billion  at  year-end)  ready  for  new  finance,  and 
took  advantage  of  the  opportunity. 


Grabbing  low  rates  while  they  can 


Nobody  v^ll  say  it  for  the  record,  of 
course,  but  encouraging  corporate  treasurers  to 
grab  the  present  low  rates  is  their  fear  of  what 
might  happen  to  inflation  and  interest  rates  now 
that  the  Democrats  are  back  in  charge  of  both 
the  White  House  and  Congress.  The  Clinton 
team  has — so  far — been  extremely  carefiil  not 
to  spook  the  bond  market.  They  are  well  aware 
that  doing  so  would  totally  wreck  their  plans 
to  revive  the  economy,  which  are  already  facing 
the  reef  of  a  budget  deficit  that  refiises  to 
shrink.  (How  can  it,  given  Congress'  addiction 
to  spending.^ ) 

But  the  corporate  treasurers  have  good  rea- 
sons to  fear  higher  interest  rates,  especially  in  a 
year  or  so.  In  1992  the  economy  managed  to 
grow  around  2%.  This  year  GDP  growth  will  at 
best  average  3%.  The  Federal  Reserve  appears 


to  be  planning  on  the  basis  of  just  2.5%  growth 
in  nominal  money  growth  for  this  year,  and  a 
nominal  5%  growth  in  GDP.  At  best  that  implies 
real  gdp  growth  of  no  more  than  2.5%,  and 
inflation  at  the  same  level. 

The  most  depressing  factor  is  the  anemic 
growth  in  money  supply.  There  is  concern  that 
the  switch  of  money  out  of  the  banks  might 
have  disrupted  historic  relationships  between 
growth  and  money.  But  studies  by  the  Federal 
Reserve  Bank  of  St.  Louis  show  that  real  M2 
(which  includes  bank  deposits  and  savings, 
including  money  market  ftinds,  afi:er  allowing 
for  inflation)  remains  by  far  the  most  reliable 
indicator  of  fi.iture  growth.  And  real  M2  barely 
grew  at  all  on  average  in  1992.  In  the  mean- 
time, the  Fed  is  sitting  on  its  hands,  seemingly 
waiting  for  inspiration. 


Slow  growth  will  lead  to  higher  rates 


Doesn't  all  this  suggest  lower  inflation  and, 
therefore,  lower  interest  rates.^  Not  necessarily. 
Slow  growth  of  2.5%  will  not  be  anywhere 
near  sufficient  to  reduce  the  federal  deficit.  Nor 
will  it  generate  the  new  jobs  that  the  Clinton 
team  will  need  if  their  program  is  to  be  a  success. 
Slow  growth  will  lead  to  a  shortfall  in  antici- 
pated tax  revenues  on  the  one  hand,  and  higher 
than  anticipated  public  spending  on  benefits 
such  as  unemployment  on  the  other.  That  will 
leave  no  leeway  in  the  budget  to  finance  such 
promised  job  creation  programs  as  extra  infra- 
structure investment. 

So  Congress  will  continue  to  pass  the  buck 
to  corporate  America.  In  short  order  tiiere  will 
be  new  laws  mandating  family  and  disability 
leave;  a  ban  on  replacing  striking  workers;  added 


OSHA  regulations;  higher  Social  Security  con- 
tributions. Some  action  to  mandate  corpora- 
tions paying  for  universal  health  care  seems 
inevitable.  On  top  will  come  such  consumption- 
(and  growth-)  depressing  items  a"  a  surcharge 
on  higher  incomes. 

When  that  burden  has  taken  its  toll  on 
growth  prospects,  maybe  as  soon  as  a  year 
hence,  liberals  in  an  increasingly  activist  Con- 
gress will  be  looking  for  ways  to  spend,  regard- 
less of  the  consequences  for  the  deficit,  for 
inflation  and  for  interest  rates.  Those  corporate 
treasurers  and  consumers  who  have  taken  ad- 
vantage of  today's  window  of  low  rates — be  it  to 
refinance  a  personal  mortgage  or  a  corporate 
bond — could  well  look  like  geniuses  come 
1994.  H 
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The  Forbes  Index  (1967=100) 
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Percent  change         0.8% 
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Inventories  of  durable  goods  fell  for  the  third  consecutive 
month  in  Noxember.  That,  says  Edward  Campbell,  senior 
ec(}nomist  at  Brown  Brodiers  Harriman,  is  a  positive 
indicator.  "The  recent  decline  in  inventories  seems  to  be 
one  more  sign  that  the  econom}'  has  ended  a  pessimistic 
business  c\'cle  and  should  now  gain  momentum,"  he  says. 
Meanwhile,  the  three-month  total  of  new  orders  for  dura- 
ble goods  rose  1%.  Campbell  expects  an  increase  in  big- 
ticket  purchasesipnce  corporations  get  a  better  reading  on 
Bill  Clinton's  investment  tax  credit  plans  (see  story,  p.  58). 


Other  key  rates 

Source 

Status     . 

Prime  rate 

Chase  Manhattan  Bank 

6.0%     . 

Auto  sales  year  to  date  vs  1991 ' 

Ward^s  Automotive 

2.3%    'i 

index  of  leading  indicators  Nov  vs  Oct 

Dept  of  (k)mmerce 

0.8%    ^^ 

Trade  balance  12  months  ended  Oct  1992 

Dept  of  Commerce 

-$78bil    I 

-0.3% 

3.4% 

3.6%    1 

All-commodity  producer  price  index  Nov  vs  Oct' 

Dept  of  Labor 

6DP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

M2  (3-month  change) — annualized  growth' 

Federal  Reserve 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  12/31/92.  ^Wholesale  goods.  ^  Includes  Ml           s 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds.                      * 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services     •    Total  index 


155 


125 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories      •    New  orders 


270 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


111 


109 


107 


105 


u 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 

550 


MmL 

New  unemployment  claims  a.efage  fc  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


ONDJFMAMJ    JASON 


50  ' 

New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Retail  sales  (Ibiilions), 

seasonally  adjusted  (Dept  of  Commerce) 


ONDJFMAIVIJJASON 


2990 


2920 


2850 


278U 


Personal  income  (Iblliions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


740 


jH  llTtTnfl; 

Consumer  installment  credit  i$t)iiiionsi  lotai,  I 

seasonally  adjusted  (federal  Reserve)  I 

ONDJFMAMJJASON       I 
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Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Utilities 
Fund,  including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 


I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB93 
1243 


Franklin    Distributors,    inc. 

Member  $85  Billion  Franklin/T^empleton  Group  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

t  Returns  for  the  period  ended  9/30/92  include  the  maximum  4%  initial  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering 
price  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  original  cost.  Past  performance  does  not  guarantee  future  results. 


Forbes 


In  the  seemingly  safe  world  of  municipal  bonds,  there  is 
a  netherworld  where  disclosure  is  nonexistent,  prices 
manipulated  and  investors  sheep  to  be  shorn. 

Hello,  sucker 


By  Matthew  Schifrin  with  Lisa  Coleman 


Atlanta's  Christopher  Brogdon,  44, 
and  Edward  (Gene)  Lane,  56,  former 
bond  salesmen,  were  barred  from  the 
securities  industry  by  regulators.  Lane 
and  Brogdon  have  not  stopped 
mulcting  investors.  They  have  merely 
lowered  their  profiles,  much  like  First 
Jersey's  Robert  Brennan  (Forbes, 
Oct.  26,  1992).  Where  Brennan  am- 
bushes the  unsuspecting  with  low- 
priced  stocks,  Brogdon  and  Lane 
prowl  the  municipal  bond  business. 

Lane  and  Brogdon's  latest  coup 
involved  Dearfield  Nursing  Home  in 
Columbus,  Ga.  Barred  from  selling 
securities,  they  handed  the  underwrit- 
ing job  to  a  collection  of  sleazy  bro- 
kers, who  raised  $4.6  million  from 
hundreds  of  bondholders  to  buy  the 
facility  in  June  1989.  The  bondhold- 
ers may  not  yet  know  it,  but  they 
could  lose  most  of  their  money. 
"Those  boys  [Brogdon  and  Lane] 
don't  pay  their  taxes,  so  I'm  gonna 
sell  it,"  Muscogee  County  Deputy 
Sheriff  John  (Ed)  Summers  told 
Forbes  just  before  the  new  year. 

Just  a  few  days  before  the  sherifFs 
planned  Jan.  5  auction,  the  duo  paid 
half  of  the  $76,500  they  owed  the 
Muscogee  County  Tax  Commission- 
er for  1991  and  1992.  They  have  90 
days  to  come  up  with  the  rest. 

A  lot  of  folks  buying  high-yield 
municipal  bonds  apparently  don't 
know  they  are  buying  into  shaky  deals 
like  this  one.  The  Dearfield  nursing 
home  has  managed  to  remain  current 
on  semiannual  interest  payments,  but 
it  does  so  by  drawing  down  its  reserve 
account  or  possibly  siphoning  funds 
from  other  bond  deals.  The  nursing 
home  has  been  losing  money  for  years 
and  is  currently  in  technical  default. 
The  owners  failed  to  make  required 
sinking  flind  payments  to  the  trustee 
and  have  drained  its  debt  service 
reserve    ftind    from    $400,000    to 
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Brogdon's  muni-financed  furniture  factory  in  Oconee  County,  S.C. 
Bondholders  get  stiffed,  while  the  promoters  wax  rich. 


$16,000.  To  stay  alive,  Dearfield 
pledges  its  Medicaid  receivables  to 
Towers  Financial  Services  for  loans 
bearing  a  rate  of  24%  annually. 

Who  are  the  brokers  who  peddle 
this  garbage .>  Marion  Bass  Securities, 
based  in  Charlotte,  N.C.,  is  the  main 
marketmaker  in  the  bonds.  Another  is 
Phoenix,  Ariz. -based  Lawson  Finan- 
cial. Marion  Bass  continues  to  offer 
the  Dearfield  bonds  to  unwary  inves- 
tors at  near  par. 

Marion  Bass  brokers  have  been 
close  associates  of  Brogdon  and  Lane 
on  most  of  their  bond  deals,  and  its 
Atlanta  office  specializes  in  junk  mu- 
nicipals. Some  of  Marion  Bass'  brokers 
arc  refijgecs  from  now  deflinct  but  still 
notorious  muni-bond  boiler  rooms  like 
Heredi,  Orr  &  Jones,  Swink  &  Co.  and 
Henderson  Few  &  C>o. 

Welcome  to  the  nasty  underworld 


of  the  municipal  bond  business.  Ac- 
cording to  the  Bond  Investors  Associ- 
ation, about  $4  billion  in  unrated  tax- 
exempts  have  defaulted  in  the  past  five 
years,  many  involving  fraud  or  near 
fraud.  The  bonds,  issued  in  relatively 
small  amounts,  often  come  wrapped 
in  seemingly  good  causes:  nursing 
homes,  retirement  centers,  Alzhei- 
mer's care  homes  and  hospitals. 

These  bonds  are  marketed  to  inex- 
perienced investors  attracted  by  high 
coupons — the  Dearfield  bonds  yield 
about  10%  at  a  time  when  quality  tax 
exempts  pay  around  6%.  The  victims 
either  don't  read  the  prospectuses  or 
don't  understand  them. 

Forbes  sent  a  copy  of  the  prospec- 
tus of  Brogdon  and  Lane's  most  re 
cent  bond  issue  to  a  muni-bond  ana 
lyst  at  Boston-based  C'olonial  Man 
agement.  It  was  a  September  1992, 
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H.8  million  9.25%  coupon,  issued  to 
3uy  Liberty  Manor,  Inc.,  a  169-bed 
nursing  home  and  Alzheimer's  care 
:enter  in  Midway,  Ga.  The  savvy  ana- 
yst  noted  several  red  flags:  The  pro- 
spectus lacked  historical  financials, 
the  borrower  allegedly  had  violated 
securities  laws,  and  the  project  would 
lose  money  even  at  98%  occupancy. 

Liberty's  1991  Medicaid  cost  re- 
port, filed  with  the  State  of  Georgia, 
shows  the  project  had  $3.7  million  in 
debt  and  was  losing  money  at  a  rate  of 
over  $300,000  a  year  despite  87% 
occupancy. 

Yet  Marion  Bass,  Lawson  Financial 
and  others  sold  for  Brogdon  and  Lane 
$4.8  million  in  new  9.25%  coupons  at 
par  to  finance  the  Liberty  purchase 
last  September. 

The  buyers  are  mostly  retirees  in 
such  states  as  Virginia,  Florida  and 
Arizona,  hooked  by  cold  calls  offering 
8%  to  11%  tax-free  yields. 

Despite  being  banned  from  the  se- 
curities business,  Brogdon  and  Lane 
have  since  1986  been  responsible  for 
at  least  27  tax-exempt  bond  deals 
worth  nearly  $70  million.  They  bor- 
row the  money  mostly  through  three 
xhinly  capitalized  entities:  Winter  Ha- 
ven Homes,  Gordon  Jensen  Health 
Care  and  National  Assistance  Bureau. 
So  far  at  least  10  Brogdon-Lane  deals 
have  defaulted  or  have   been  refi- 


nanced at  lower  rates.  At  present,  at 
least  9  have  drained  their  debt  service 
reserve  fiinds. 

What  happens  if  a  sucker  wants  to 
cash  in.>  A  Marion  Bass  broker  might 
persuade  him  to  take  another  junky 
municipal  issue  in  trade.  But  the  sad 
thing  is  that  hundreds,  perhaps  thou- 
sands, of  people  are  sitting  with  deep- 
ly troubled  bonds,  not  even  knowing 
they  are  that  way  because  they  are  still 
getting  interest  payments  from  re- 
serve or  other  fiinds.  When  the  re- 
serves run  out,  of  course,  the  bonds 
default  and  the  price  collapses.  That 
fate  has  befallen  such  Brogdon-Lane 
issues  as  Oconee  County  First  Mort- 
gage bonds  issued  in  1987,  and  the  six 
Gordon,  Ga.  bond  issues  for  Hargis 
Enterprises,  which  have  only  recently 
been  reorganized.  In  that  case,  Mar- 
ion Bass  will  probably  just  tell  the 
bondholder  he  or  she  is  out  of  luck. 

Dan  Hendrick  is  an  Adanta  broker 
who  frequendy  speculates  in  dis- 
tressed municipal  bonds,  a  field  he 
knows  intimately.  Says  Hendrick: 
"Lane  and  Brogdon  continue  to  issue 
new  debt  while  their  existing  bonds 
languish  with  deficiencies  that  they 
don't  even  attempt  to  correct.  The 
majority  of  these  [Brogdon-Lane]  is- 
sues hang  by  a  thread." 

Obviously,  those  who  sell  the 
bonds  don't  care.  The  Liberty  nurs- 


ing home  issue  yielded  fees  of 
$270,000  to  underwriters  Lawson 
and  Marion  Bass.  How  do  Brogdon 
and  Lane  get  theirs?  Mostiy  from  a 
multitude  of  fees  they  milk  from  the 
entities  associated  with  the  deals.  Pace 
Consulting,  a  firm  headed  by  Brog- 
don's  wife  but  am  by  Brogdon,  si- 
phoned off  $75,000  from  the  bond 
proceeds. 

Liberty  Manor  will  be  operated  by 
another  Brogdon-Lane  firm  called 
Capitol  Care  Management,  which 
earns  6%  of  the  gross  revenues  for 
managing  the  property.  Capitol  Care 
manages  virtually  all  25  Brogdon  and 
Lane-owned  nursing  homes  and  is 
projected  to  earn  more  than  $2.1 
million  in  fees  during  1993.  Mean- 
while, the  entities  that  pay  the  fees  slip 
toward  insolvency. 

A  nervous  Brogdon  agreed  to  talk 
with  Forbes  at  the  pair's  north  Adan- 
ta offices,  flanked  by  seven  advisers. 
Included  were  Marion  Bass  manager 
Richard  Matthews,  Brogdon's  ac- 
countant, Terry  Henderson,  a  CPA  at 
Macon,  Ga.'s  Mauldin  &  Jenkins,  and 
three  lawyers  representing  Brogdon 
and  his  underwriters. 

The  Brogdon  entourage  became 
vague  when  asked  about  financial  dif- 
ficulties, such  as  the  nonprofit  entity 
Gordon  Jensen,  which  owns  1 1  of  the 
Brogdon-Lane  facilities  and  is  losing 


Munis  from  the  murky  side 


Bond 

Project 

Issue 
date 

Amount  issued 
($mil) 

Status 

Comments 

Gordon,  Ga/lOs* 

railcar  plant 

'86-'89 

$10.0 

R 

Underwritten  by  duo  defaulted  in  1989,  now  pay  3% 

Crisp  County,  Ga/10y2S 

nursing  home 

6/87 

1.3    - 

TD 

Lane  was  underwriter,  reserve  drained 

Douglas-Coffee  Cty,  Ga/10y2S 

nursing  home 

9/87 

1.5 

TD 

Lane  was  underwriter,  reserve  drained,  taxes  delinquent 

Gardendale,  Ala/10y2S 

nursing  home 

4/88 

6.8 

R 

Duo  underwrote  then  put  into  bankruptcy;  reserve  depleted 

Sumner,  Tenn/10y2S 

retirement  ctr 

5/89 

2.6 

TD 

Old  default  duo  refunded;  $262,000  reserve  down  to  $9,000 

Crawford  CountyrGa /10s 

nursing  home 

6/89 

2.1 

TD 

$175,000  reserve  now  $5,000;  Medicaid  receiva'  'les factored  at  24% 

Columbus,  Ga/lOs 

nursing  home 

6/89 

4.6 

TD 

$400,000  reserve  now  $16,000,  receivables  factored,  tax  problems 

Brevard  County,  FIa/10y4S 

retirement  ctr 

1/90 

3.6 

TD 

$318,000  reserve  drained 

Clay  County,  Fla/lOs 

nursing  home 

1/92 

3.0 

C 

Scheduled  to  open  8/92,  still  not  open 

Sanford,  Fla/lOs 

retirement  ctr 

2/92 

2.3 

C 

Refunding;  expressway  to  be  built  100  yards  from  center 

Liberty  County,  Ga/9y4S 

nursing  home 

9/92 

4.8 

C 

Lane  and  Brogdon  increased  debt  despite  facility's  losses 

*Six  bond  issues.  Owned  by  Hargis  Enterprises.     Status;  R,  reorganized;  TD,  technical  default;  C,  current. 
Sources:  prospectuses;  Bond  Investors  Association;  government  authorities. 

These  Brogdon-Lane  deals  offered  buyers  tax-free  yields  of  10%  or  so. 
Many  still  don't  know  just  how  troubled  they  are. 
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Bond  underworld 

around  $800,000  a  year.  Nor  did  diey 
clarify  what  happened  to  Lamar 
Cope,  the  former  co-owner  of  a  small 
furniture -making  firm  in  Oconee 
County,  S.C. 

In  1987  Brogdon  agreed  to  pur- 
chase Cope's  company  for  $600,000 
and  finance  its  expansion  with  $1.3 
million  in  10.5%  bonds  underwritten 
by  Lane's  brokerage  firm,  Bay  City 
Securities.  Brogdon  and  friends  si- 
phoned off  at  least  $150,000  in  fees, 
billed  the  company  for  equipment 
that  Cope  and  others  claim  was  never 
delivered,  and  depleted  its  $135,000 
resen'e  fimd.  After  all  this,  in  1990 
Oconee  defaulted  on  its  bonds. 

The  Rirniture  factory  is  vacant  and 
vandalized,  has  been  investigated  for 
toxic  dumping,  and  was  recendy  ap- 
praised at  about  $250,000.  Bond- 
holders have  yet  to  receive  a  penny  of 
their  principal.  Cope,  now  part-own- 
er of  a  children's  furniture  company, 
claims  he  was  never  paid  in  fiall  and  is 
understandably  bitter. 

Brogdon  and  Lane  recently  ac- 
quired the  shell  of  an  over-the- 
counter  company  called  Retirement 
Care  Associates,  Inc.  It  appears  they 
plan  to  use  it  to  expand  beyond  their 
bond  scams  into  a  stock  scam.  Retire- 
ment Care  has  purchased  Brogdon- 
Lane's  in-house  management  compa- 
ny, Capitol  Care,  for  stock  and  notes 
with  a  stated  value  of  $1  million. 
According  to  sec  documents,  the 
transaction  will  ultimately  be  financed 
by  a  public  offering. 

In  1990  the  Georgia  State  Securi- 
ties Office  opened  an  investigation  of 
the  pair,  but  eventually  closed  it  with- 
out any  action  because  Lane  and 
Brogdon  were  technically  outside  its 
jurisdiction.  Thus  do  such  operators 
easily  slither  around  the  nation's  vast 
bureaucracy  that  is  supposed  to  be 
protecting  investors. 

We  know  that  there  are  other  Brog- 
dons  and  Lanes  out  there  and  other 
underwriting  firms  like  Marion  Bass. 
So  remember:  Just  because  a  bond  is 
tax-exempt  doesn't  mean  that  a  gov- 
ernment or  a  sound  business  stands 
behind  it.  And  don't  assume  the  cops 
are  looking  out  for  your  interests.  Use 
common  sense:  Nobody  who  could 
borrow  at  the  prevailing  6%  on  tax- 
exempts  is  going  to  pay  you  9%  or  1 0% 
unless  there  is  something  seriously 
wrong  with  the  deal.  Hi 
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Phibro's  old  chief  is  back  in  the  oil  business, 
this  time  with  a  new  form  of  trading. 

Where  the 
action  is 


By  James  R.  Norman 

Salomon  Inc.  is  dismantling  the  Phi- 
bro  Energy  oil  refining  and  trading 
empire.  Phibro's  former  chief,  Thom- 
as D.  O'Malley,  drawing  on  the  les- 
sons of  Phibro's  decline,  is  building  a 
diflferent  kind  of  oil  company  for  him- 
self O'Malley's  vehicle  is  Tosco 
Corp.,  a  $2  billion  (estimated  1992 
revenues)  West  Coast  refiner  he  took 
control  of  after  quitting  as  Salomon 
vice  chairman  in  1986. 

O'Malley,  now  51,  succeeded  no- 
torious Marc  Rich  as  head  of  Phibro 
Energy.  He  expanded  Phibro  into 
refining  to  hedge  its  oil  trading  risks. 
Phibro's  surging  profits  made  O'Mal- 
ley Salomon's  top-paid  employee;  in 


1985  he  took  home  more  than  $4.5 
million  in  compensation. 

He  left:  Salomon  with  a  small  for- 
tune, and  with  partners  formed  Argus 
Resources  and  began  trading  oil  con- 
tracts. But  oil  products  markets  had 
become  much  more  efficient  and  oil 
trading  was  less  profitable.  Argus  quit 
trading  but  didn't  give  up  on  oil. 

When  the  stock  market  crashed  in 
1987,  O'Malley  and  his  Argus  part- 
ners scooped  up  26%  of  Tosco's 
stock — 8  million  shares  at  $11  each. 
This  gave  them  control  of  a  state-of- 
the-art,  150,000-barrel-a-day  refin- 
ery in  Avon,  near  San  Francisco. 
O'Malley  took  over  Tosco's  manage - 
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Tosco  Chairman 
Thomas  D.  O'Malley 
He  made  a 
fortune  trading 
oil  for  Phibro 
Energy.  Can  he 
do  It  again  in  the 
refining  busi- 
ness with  Tosco? 
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The  Bayway 
refinery  in 
Linden,  N.J. 
Exxon's  aging 
cast-off  could 
make  Tosco  a 
player  in  the 
oil  markets. 


ment  in  1989.  That  year  Tosco  con- 
•sidered  selling  out  to  another  oil  com- 
pany, but  antitrust  worries  scuttled 
the  deal.  Unable  to  find  a  buyer  will- 
ing to  pay  his  price,  O'Malley  settled 
into  running  Tosco. 

O'Malley  explains  that  the  days  of  a 
giant  oil  trader  like  Phibro  are  past. 
"The  paper  trader  does  not  have 
much  fiature,"  he  says.  "You  must  be 
a  physical  trader.  I'm  not  re-creating 
Phibro;  that  business  is  over.  Tosco  is 
first  and  foremost  a  refiner." 

O'Malley  means  that  with  refining 
and  storage  facilities,  Tosco  will  be 
able  to  buy  crude  oil  in  bulk  at  advan- 
tageous prices  and  then  refine  it  prof- 
itably into  gasoline  and  other  prod- 
ucts— or,  if  lucrative  opportunity 
strikes,  Tosco  could  trade  its  crude. 
Either  way,  Tosco  would  have  the 
flexibilit)'  to  put  crude  to  its  most 
profitable  use. 

In  mid-December  Tosco  agreed  to 
buy  Exxon's  Bayway  refiner)'  in  Lin- 
den, N.J.,  once  able  to  process 
300,000  barrels  of  crude  a  day,  twice 
the  capacit)'  o*f  Tosco's  Avon  plant. 
O'Malley  is  getting  Bayway  for  a 
song — $175  million,  less  than  $900 
per  barrel  of  daily  refining  capacity, 
with  Exxon  agreeing  to  pay  for  all  past 


environmental  damage  and  cleanup. 

Some  oilmen  are  perplexed  by 
O'Malley's  move  into  refining.  Refin- 
ing margins — the  spread  between  the 
price  of  crude  and  the  price  of  refined 
fi-iels — are  too  thin  to  cover  direct 
processing  costs  for  many  refiners. 
Most  oil  companies  these  days  make 
their  money  either  from  cn.ide  oil  or 
bjT  selling  refined  fuel  at  retail.  Who 
wants  to  own  refineries,  the  least  prof- 
itable part  of  the  business? 

Tosco,  though,  is  comfortably  in 
the  black.  If  the  Bayway  deal  closes  as 
planned  in  April,  Tosco's  profits 
could  double,  to  $100  million  a  year 
($3.30  a  share),  on  $4  billion  in  sales. 
That's  because  its  refineries  are  large, 
efficient  and  were  purchased  cheap. 

For  the  fiiture  O'Malley  is  betting 
on  a  shakeout  of  marginal  refiners  by 
1995,  when  new  federal  requirements 
for  cleaner  gasoline  will  close  many 
refiners.  Survivors  should  be  able  to 
get  better  prices  for  refining  crude  oil, 
and  Tosco  looks  like  a  survivor. 

At  Bayway,  which  Exxon  had 
threatened  to  close,  O'Malley  thinks 
Tosco  can  make  a  profit  by  trimming 
the  950- worker  payroll  and  boosting 
the  amount  of  crude  processed  by 
20%.  He  also  hopes  to  cut  the  cost  of 


supplying  crude  to  Bayway  by  using  a 
newly  acquired  Long  Island  terminal 
to  berth  larger  ships.  Under  Exxon, 
Ba)^way's  crude  was  delivered  by 
smaller,  less  efficient  ships.  Saving  a 
penny  a  gallon  can  double  profits. 
Claims  O'Malley:  "We'll  make  mon- 
ey [at  Bayway]  from  day  one." 

O'Malley  remains  in  his  heart  of 
hearts  a  trader.  Tosco  has  just  formed 
a  50-50  joint- venture  trading  compa- 
ny with  Continental  Grain  Co.  Tosco 
and  Continental  each  put  up  $20 
million  for  the  venture,  which  barters 
Russian  and  Third  World  crude  oil  for 
farm  goods.  The  venture's  crude  trad- 
ing is  run  by  a  Phibro  veteran  from  an 
office  adjoining  Tosco's  headquarters 
in  Stamford,  Conn. 

Tosco  stock,  at  19,  se'ls  for  less  than 
twice  what  O'Malley  and  his  friends 
paid  over  five  years  ago — not  much  of 
a  return  by  traders'  standards.  But  if 
O'Malley  can  turn  Bayway  around 
and  if  refining  margins  improve,  ana- 
lysts agree  that  Tosco's  value  will 
almost  certainly  increase.  In  the 
meantime,  O'Malley's  greatest  chal- 
lenge may  be  to  shun  the  temptation 
to  gamble  Tosco's  profits  away  on 
risky  oil  trading.  Traders  rarely 
change  their  spots.  ^M 
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Wall  Street's  hot  concept  these  days 

is  "casual  dining."  The  restaurants  are  okay, 

but  avoid  the  stocks. 

Indigestion 
ahead 


By  Howard  Rudnitsky 

The  $175-billion-a-year  restaurant 
industry  is  growing  at  less  than  5%  a 
year.  Why,  given  this  modest  growth, 
are  so  many  restaurant  stocks  so  hot? 
Fresh  Choice,  a  $33  million  (sales) 
chain  of  21  California  soup  and  salad 
restaurants,  went  public  on  Dec.  9  at 
$13  and  nearly  doubled  by  the  end  of 
its  first  trading  day.  Recent  price, 
22Vi,  62  times  earnings. 


then  these  are  concept  stocks.  You 
aren't  buying  earnings  or  assets.  Con- 
cepts are  moonbeams.  And  who  is  to 
say  what  a  moonbeam  is  worth? 

The  current  concept  is  known  as 
casual  dining.  That  doesn't  simply 
mean  a  place  where  you  can  come 
without  a  tie.  You  can  do  that  these 
days  in  many  of  the  fanciest  places. 
Casual  dining  in  this  case  means  no 


Brinker  International's  Chili's  Grill  &  Bar 

Lots  of  hokey  decorations  and  family  fun  for  not  too  much  money. 


Lone  Star  Steakhouse  &  Saloon 
went  public  last  March  and  has  since 
almost  tripled  in  value.  At  34 V2,  Lone 
Star's  market  capitalization  is  $476 
million,  revenues  $23  million  (latest 
12  months). 

These  prices  make  no  sense,  but 
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reservations,  with  a  kind  of  upscale 
fast  food,  with  table  service,  lots  of 
hokey  decor — and  bring  the  kids. 

Most  of  the  casual  restaurants  are 
relatively  inexpensive,  with  tabs  aver- 
aging under  $7  per  person.  Lower- 
price    family-dining    chains    include 


Cracker  Barrel  Old  Country  Store 
(Forbes,  Apr.  27,  1992),  Shoney's, 
Golden  Corral,  Denny's,  Bob  Evans 
and  International  House  of  Pancakes. 
Some  trade  at  very  rich  multiples  of 
earnings. 

Up  a  price  notch  are  the  moderately 
priced  chains.  Average  tab,  $6.50  to 
$18  per  person.  Typically  open  for 
lunch  and  dinner  only,  these  restau- 
rants serve  liquor,  go  extra  heav)'  on 
the  ambiance  and  have  picturesque 
names  like  Fresh  Choice,  Romano's 
Macaroni  Grill,  Grady's  American 
Grill,  Applebee's  Neighborhood  Grill 
&  Bar,  Ruby  Tuesday,  Bertucci's, 
O'Charley's,  Mick's  and  Outback 
Steakhouse. 

This  category  is  currendy  red-hot 
and  includes  the  highly  successful 
Chili's  Grill  &  Bar,  owned  by  Brinker 
International,  plus  General  Mills'  The 
Olive  Garden  and  Red  Lobster  (see 
box,  opposite).  If  you  think  of  The 
Olive  Garden  as  a  typical,  family- 
owned  Italian  eatery,  that's  fine  with 
General  Mills. 

Steven  Rockwell,  an  Alex.  Brown 
&  Sons  restaurant  analyst,  has  just 
produced  a  lengthy  report  on  the 
casual-dining  market.  He  builds  a  so- 
cioeconomic argument  for  the  group. 
He  notes  that  people  40  to  60  are  the 
age  group  most  often  frequenting 
casual-dining  restaurants. 

This  group  is  expected  to  grow  by 
over  20  million  during  the  1990s.  But 
why  should  they  patronize  cookie - 
cutter  chain  restaurants  rather  than 
their  local  eateries?  Price  and  depend- 
ability. With  economies  of  scale  and 
market  research  the  chain  casuals  have 
certain  advantages  over  independent 
restaurants.  Just  as  McDonald's  made 
eating  a  hamburger  a  similar  experi- 
ence from  Portland,  Me.  to  Portland, 
Ore.,  so  the  casual  chains  hope  to 
standardize  spaghetti  and  steak. 

What  makes  the  concept  suddenly 
so  sexy?  At  the  moment  the  casual- 
dining  chains  have  only  a  relatively 
small  piece  of  the  restaurant  business. 
Whereas  chains  have  over  70%  of  the 
fast-food  business'  $76  billion,  the 
casual  chains  have  less  than  30%  of  the 
$80-billi()n-a-year  table  service  res 
taurant  industiy. 

Only  one  casual-dining  chain,  Cicn 
eral    Mills'    Red    Lobster,   currcnliy 
generates  over  $  1  billion  in  sales  from 
full   table   sen'ice.    In   theory,   these 
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Chinese,  anyone? 

General  Mills  has 
made  a  huge  success  in  ca- 
sual dining.  Last  year  its 
two  chains,  Red  Lobster 
and  The  Olive  Garden, 
grossed  $2.5  billion,  ac- 
counting for  nearly  a 
third  of  the  parent  compa- 
ny's revenues.  Operating 
profits  at  the  restaurants 
rose  from  $154  million  in 
fiscal  1990  to  $191  million 
in  fiscal  1992.  Red  Lob- 
ster, profiting  from  the 
popularity  of  seafood, 
now  has  638  restaurants  of- 
fering lobster,  swordfish 
steaks  and  red  snapper,  and 
Caesar  salads.  Average 
bill  per  person,  $12.75. 

Launched  in  1982, 
The  Olive  Garden  chain 
capitalizes  on  the  current 
popularity  of  pasta  and  Ital- 
ian food.  It  now  has  366 
oudets,  68  of  them  new  last 
year.  Next  on  General 
.Mills'  plate?  Their  restau- 
rant people  are  testing  a 
casual-dining  concept 
called  China  Coast. 
Should  marketing  tests 
prove  out.  General  Mills 
could  eventually  roll  out 
scores  of  China  Coast  res- 


taurants. "The  market  for 
Chinese  sit-down  dining 
in  the  U.S.  is  larger  than  the 
market  for  Italian,"  says 
Mark  Willes,  General  Mills 
vice  chairman,  "and  vir- 
tually all  are  mom-and-pop 
operations." 

Ribs  and  fajitas, 
anyone? 

Norman  Brinker's  Chi- 
li's Grill  &  Bar  chain  has 
made  a  success  of  a  more 


eclectic  approach.  It  Rms 
over  300  Chili's,  76%  of 
them  company  owned,  in 
41  states.  They  serve 
cliicken,  beef  and  seafood 
entrees  and  ribs,  fajitas, 
hamburgers,  sandwiches, 
salads  and  desserts.  Re- 
sult: Earnings  have  virtually 
doubled  since  1990. 

Afi:er  18  years,  there 
are  limits  to  how  fast  Chili's 
can  grow.  So  Brinker  is 
developing  two  newer  ca- 


InteriorofanOlive 
Garden  restaurant 
if  you  think  of 
it  as  a  typicai 
famiiy-owned 
Italian  eatery, 
tiiat's  fine  witti 
General  Mills. 


sual-dining  chains — Gra- 
dy's American  Grill  and 
Romano's  Macaroni 
Grill.  Macaroni  Grill  has 
been  developing  nicely, 
but  Brinker  says  he's  had  to 
adjust  menus  at  Grady's, 
which  had  too  many  heavy 
foods.  Last  July  Brinker 
launched  a  fourth  chain, 
Spageddies,  a  lower-price 
pasta  restaurant  similar  to 
General  Mills'  Olive 
Garden.  -H.R.  WM 


chains  could  become  litde  McDon- 
ald's or  Burger  Kings. 

In  theory.  Certainly  the  traditional 
mom-and-pop  restaurant,  upscale 
and  downscale  alike,  is  squeezed  by 
minimum  wages,  health  insurance 
and  other  costs  mandated  by  politi- 
cians and  the  courts.  That  will  cut 
fiarther  into  the  independents'  thin 
net  profit  m^gins,  which  already  run 
well  below  the  6%  to  7%  of  casual- 
dining  chains,  according  to  Mont- 
gomery Securities  restaurant  analyst 
Michael  Mueller. 

But  there  are  limits.  Mark  Willes, 
vice  chairman  of  General  Mills  and 
the  executive*  responsible  for  that 
company's  Olive  Garden  casual-din- 
ing chain,  says:  "There  is  so  much 
service,  and  there's  so  much  more 
complexity  and  variety  involved  in 
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ftill-service  dining  that  it  ofiien  can  be 
better  managed  by  smaller  restaurant 
operators  rather  than  by  giant  fast- 
food  chains." 

System  and  efficiency  has  its  advan- 
tages, but  so  also  do  the  personal 
touch  and  idiosyncracies  of  individual 
restaurants  owned  by  real  people. 
Anyone  who  has  ever  run  a  restaurant 
knows  that  it  is  a  tough,  demanding, 
long-hours  business,  requiring  con- 
stant attention  fi"om  the  owner.  You 
have  to  love  this  business  to  be 
good  at  it. 

Some  casual-dining  operators  al- 
ready bear  the  scars  of  poorly  man- 
aged expansion.  Kansas  City's  Gil- 
bert/Robinson Inc.,  owners  of  Hou- 
lihan's, went  heavily  into  debt  in  a 
series  of  leveraged  buyouts,  went 
ba;ikrupt  and  recentiy  emerged  from 


Chapter  11.  TW  Holdings,  a  1989 
Conniston  Partners  lbo,  owns  the 
1,400-outiet  Denny's  and  Quincy's 
Family  Steakhouse  chains.  TW  Hold- 
ings restructured  its  debt,  selling  ad- 
ditional stock  to  kkr  in  1992,  and 
now  appears  to  be  doing  better. 

Quantum  Restaurant  Group, 
based  in  Roslyn  Heights,  N.Y.,  was 
buried  in  debt  aft:er  a  1988  leveraged 
buyout.  In  1991  Quantum  lost  more 
than  $20  million.  Last  June  Quantum 
Restaurant  went  public,  raising  $31.5 
million  in  equity  and  retiring  most  of 
its  debt.  Now  the  company's  focusing 
mainly  on  two  restaurant  chains:  its 
fine-dining  Morton's  of  Chicago 
steak  oudets,  and  casual-dining 
Mick's  restaurants. 

The  casual-dining  trend  is  one  we 
wouldn't  ride  too  far.  ^ 
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In  a  frothy  market,  what  looks  cheap  to  a  value  investor? 
To  the  savvy  players  at  Sanford  Bernstein,  defense 
stocks— and  they're  watching  oil  and  health  care. 


) 


What's  cheap.' 


By  Robert  Lenzner 

At  a  low  enough  price, 
anything  is  a  buy.  Applying 
that  essentially  Ben  Gra- 
ham approach,  Sanford  C. 
Bernstein  &  Co.,  a  giant 
New  York  City-based  mon- 
ey manager,  was  last  year  a 
big  buyer  of  defense  stocks. 

Bernstein  has  a  lot  of 
money  to  play  with— SIO 
billion  in  equit}'  accounts. 
Its  big  bet  on  defense  has  in 
recent  years  put  it  in  control 
of  as  much  as  9%  of  General 
Dynamics,  8%  of  Lockheed 
and  McDonnell  Douglas, 
7%  of  Northrop,  4%  of  Mar- 
tin Marietta  and  3%  of  Lor- 
al. In  classic  Bernstein  st\4e, 
the  firm  looked  for  an  en- 
tire sector  ridden  with  mar- 
ket pessimism  and  bought 
not  just  one  or  two  stocks  ^^^M 
but  the  whole  lot. 

The  concept  is  simple.  As  defense 
outlays  fall,  the  industr}'  will  need  less 
working  capital,  less  plant  and  equip- 
ment and  less  overhead.  But  it  still  has 
considerable  contractual  backlogs.  If 
a  defense  contractor  is  skillfLil  in 
shrinking  its  work  force  as  fast  as  its 
revenues  are  shrinking,  it  is  in  a  posi- 
tion to  enjoy  what  the  firm  prizes 
above  all:  rising  excess  cash  flow,  de- 
fined as  earnings  plus  depreciation 
less  capital  outlays.  Think  of  defense 
contractors  as  declining  annuities  that 
got  too  cheap. 

The  military  sector  isn't  the  bargain 
it  was  t\vo  years  ago,  when  Bernstein 
did  a  lot  of  its  heavy  buying.  Northrop 
has  doubled  and  General  Dynamics 
has  quintupled  from  early  1991  lows. 
But  the  defense  stocks  are  still  rela- 
tively cheap  in  a  market  that  is  very 
expensive.  Northrop,  for  example,  is 
trading  at  less  than  8  times  the  1993 
earnings  forecast  in  Value  Line;  the 


Lewis  Sanders,  chairman  of  Sanford  C.  Bernstein  &  Co. 
Buy  when  the  cannons  are  silent. 


median  multiple  is  16.  Most  of  the  big 
defense  contractors  trade  at  less  than 
150%  of  book  value,  in  a  market 
where  an  average  stock  is  priced  at 
240%  of  book. 

The  continuing  consolidation  of 
the  industry  should  leave  the  survi- 
vors with  more  earning  power. 
"When  industries  consolidate,  fewer 
players  make  more  money,"  says  Zal- 
man  Bernstein,  the  66-year-old 
founder  and  largest  shareholder  of 
Bernstein  &  C^o. 

After  several  years  in  which  growth 
stocks  shone  and  a  value  player  like 
Bernstein  lagged,  the  firm  racked  up  a 
performance  near  25%  for  its  average 
equit)'  account  in  1992,  triple  the 
return  on  the  Standard  &  Poor's  500 
index.  But  the  play  in  defense  is  not 
over,  the  Bernstein  money  managers 
firmly  believe.  "All  these  stocks  are 
still  selling  below  fair  value,"  says 
Lewis  Sanders,  who  took  over  as  chief 
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executive  from  Zalman  Bernstein  Jan. 
1.  "1  still  see  another  15%  to  20%  in 
them,  which  is  more  than  general 
market  expectations." 

This  is  how  Sanders  sees  Lockheed, 
which  builds  air  transports,  antisub- 
marine weapons,  ballistic  missiles  and 
rocket  boosters:  Earnings  plus  depre- 
ciation for  the  year  just  ended  will 
probably  come  in  at  $11.50  a  share. 
Back  out  capital  expenditures,  and 
you  have  free  cash  flow  of  $6.75, 
available  for  paying  divi- 
dends, buying  in  shares  or 
buying  other  businesses. 
Lockheed  recently  traded 
at  eight  times  this  $6.75 
figure.  Martin  Marietta, 
with  $8  a  share  in  free  cash 
flow  and  a  price  of  67%,  is 
also  a  good  bargain  on 
this  score. 

But  the  bottom  fishers 
made  one  colossal  mistake. 
After  becoming  the  largest 
shareholder  in  General  Dy- 
namics, Bernstein  sold  its 
position  for  a  big  profit  in 
the  50s,  before  Warren  Buf- 
fett  became  a  big  buyer  and 
die  company  chose  to  par- 
tially liquidate.  The  stock 
recently  closed  at  105%. 

General  Dynamics  is  close 
to   fi.illy  valued   now,  says 
Sanders,    but    McDonnell 
Douglas  isn't.  At  a  recent 
52^2,  the  stock  goes  for  four  times  the 
projected  free  cash  flow  of  $12.50  for 
1993.  C'ost  overruns  in  McDonnell's 
CM  7  military'  transport  are  largely  be- 
hind the  company,  he  says. 

What's  the  next  undervalued 
group  for  Bernstein  &  Co.?  Sanders 
says  that  he  is  waiting  for  an  energy 
oversupply  to  send  oil  share  prices 
reeling;  he's  also  keeping  an  eye  on 
health  service  stocks,  which  did  very 
badly  last  year  but  need  a  further 
battering  on  Wall  Street  before  they 
look  Ben  Graham-cheap. 

Of  course,  it's  easy  to  be  too  early  as 
a  value  player.  Bernstein  &  ('o.  got 
heavily  into  bank  stocks  like  C/hase 
Manhattan  and  NationsBank  begin- 
ning in  1989  and  looked  stupid  w  hen 
bank  shares  collapsed  in  1990.  Impa- 
tient investors  pulled  their  accounts — 
close  to  the  bottom.  Clha.se  and  Na- 
tionsBank have  trebled  since  hitting 
their  1990  lows.  ^ 

Forbes  ■  Icbriiarv  1,  1993 


< 


ALL     LUXURY 

4-WHEEL  DRIVES 

COME     WITH     CONVENIENT 

SWING  OUT  DOORS. 

SOME     ARE     JUST     HARDER     TO     OPEN. 


Is  it  us  or  are  doors  supposed  to  open  li\e—well,  doors?  French  doors,  \itchen  doors, 
the  rear  doors  on  the  Isuzu  Trooper?  Grab'with'one'hand^and'Open'easily  doors  that  give  you 
quic\  access  to  split  folding     / /TjC^^^^ttt^.      ^^^^  seats*  and  over  90  cubic  jeet 
of  cargo  space.  Still,  no  other     II  i^V^^^%SSSSLmm^    luxury  four-wheel  drive  offers 
the  convenience  of  70/30     |^^^^^B||PHhRBBHHIL    split  doors.  Hmm,  guess 
it  is  just  us  after  all.    n^gm^mMSgg^BBF      (800)  726'2700. 
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Prac  tic  ally //Imazing 


Skeptics  are  betting  serious  money  that  Tom  Stemberg's  Staples,  Inc. 
will  falter,  but  Stemberg  keeps  confounding  them. 


Penny-wise 


By  Norm  Alster 


Staples  Chairman  and  Chief  Executive  Thomas  Stemberg 

at  his  original  store  in  Brighton,  Mass. 

Selling  his  stock,  he  says,  had  nothing  to  do  with  Staples'  prospects. 
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Thomas  Stemberg  got  rich  by  get- 
ting forced  out  of  his  job.  In  the  early 
1980s  Stemberg  worked  in  a  number 
of  managerial  jobs  at  First  National 
Supermarkets,  the  big  grocery  chain. 
Stemberg  says  he  left  after  learning 
First  National  was  dickering  to  sell  his 
division. 

Like  many  unemployed  executives 
before  him,  Stemberg  became  a  con- 
sultant, operating  out  of  a  makeshift 
office  in  his  home  in  West  Hartford, 
Conn.  Business  wasn't  exactiy  boom- 
ing when  Stemberg  had  an  inspira- 
tion. "I  was  having  trouble  buying 
printer  ribbons  on  Saturday,"  he  re- 
calls. "I  was  feeling  ripped  off  on 
computer  products."  Other  small 
business  people  must  have  had  the 
same  problems.  A  business  was  born. 

Stemberg's  Staples,  Inc.  became 
the  first  of  the  office  supply  discount 
retail  chains  that  stock  everything 
from  pens  and  paper  clips  to  photo- 
copying paper  and  computer  supplies 
and  are  open  seven  days  a  week.  The 
concept  was  an  overnight  sensation. 
From  its  first  store,  opened  in  Brigh- 
ton, Mass.  in  1986,  Staples  has  grown 
to  174  stores.  Most  are  in  the  North- 
east corridor,  particularly  in  New 
York,  Boston  and  suburban  Washing- 
ton; 42  outlets  are  situated  in  south- 
ern California. 

Absent  any  nasty  surprises,  Staples 
is  likely  to  earn  about  $17  million  (78  - 
cents  a  share)  on  revenues  of  almost 
$900  million  in  the  1992  fiscal  year. 
Its  Nasdaq -listed  stock  is  valued  at 
over  $800  million,  about  35  times 
anticipated  1993  earnings.  Stemberg, 
44,  owns  stock  and  options  worth 
$20  million. 

Can  Stemberg  keep  it  up.^"  A  lot  of 
people  are  betting  a  lot  of  money  he 
can't.  Over  2.1  million  Staples  shares 
have  been  sold  short;  that's  9.5%  of 
the  stock  outstanding  and  over  five 
times  average  daily  trading  volume. 
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when  it  comes  to  finding  the  right 
words,  nobody  does  it  better  than 
Hallmark  Cards. 

But  when  these  word  masters 
needed  help  handling  their  num- 
bers, where  did  they  turn? 

To  Computer  Associates  and 
their  Masterpiece®  line  of  financial 
management  software. 

"Masterpiece  has  been  crucial 
to  our  success  for  over 
ten  years,"  says  Andy 
Atherton,  Chief 
Accountant  of  Hallmark 
Cards  Ltd.,  U.K.  "The      ^-^SSf 
integrated  modules  p°r  t^^  ^os. 

work  together  to  give  us  a  single, 
comprehensive  solution.  And  it's 
very  easy  to  tailor  Masterpiece  to 
meet  all  of  our  specific  needs." 

Atherton  is  so  pleased, 
Hallmark  is  a  beta  test  site  for  new 
versions  of  the  software.  "It's  great 
to  see  their  powerful  new  features- 
especially  the 
ones  I  recom- 
mended myself. 

"There's 
something  spe- 
cial about  CA's 
commitment  to 
R&D,"  he  adds. 
"They  don't  just 
soend  millions  of 
dollars;  they  spend  thousands  of 
hours  listening  to  what  their  clients 
want,  too." 

What's  the  best  way  to  sum  it 
all  up? 

"CA.  They  care  enough  to  deliver 
the  very  best." 

riSSOOATES 

Software  superior  by  design. 

©  Computer  Associates  International,  Inc.,  One  Computer 
Associates  Plaza,  Islandia,  NY  11788-7000. 1-800  CALL  CAI. 
All  product  names  referenced  herein  are  trademarks  of  their 
respective  companies. 


WHEN  THE  U.S. 
POSTAL  SERVICE 
CHOSE  WILTEL, 
EVERYONE  WAS 
liiUPRESSED. 

t's  quite  a  stamp  of  approval.  The  U.S.  Postal 
Service  chose  WilTel®  to  provide  advanced 
PBX  phone  systems  nationwide.  And  now  we're 
pushing  the  envelope  of  technology  to  give  them  a 
flexible  platform  and  letter-perfect  system  support. 

When  the  U.S.  Postal 
Service  needed  PBX 
solutions,  WilTel  delivered. 


WILTEL  TURNS  UP  EVERYWHERL 


Total  Business  Communications  and  Outsourcing/ 1-800-364-51 13 
One  of  the  Williaim  Companies  JF '  ©J 993  WilTel 


The  shorts  see  Staples'  weakness  in 
its  high  P/E  and  the  ease  of  entry  into 
the  business  it  pioneered.  Sternberg's 
success  created  tough  competitors. 
Boca  Raton,  Fla. -based  Office  Depot, 
Inc.,  with  291  stores,  and  Cleveland- 
based  OfficeMax,  Inc.,  with  179,  are 
coming  on  strong.  Well-heeled 
Kmart  owns  92%  of  OfficeMax,  and  is 
now  opening  stores  on  Staples'  turf  in 
Boston  and  on  New  York's  Long 
Island.  Michael  Feuer,  chief  executive 
of  OfficeMax,  says  his  strategy  is  to 
choose  store  sites  that  intercept  shop- 
pers on  their  way  to  Staples. 

It  gets  worse:  Warehouse  clubs  like 
Wal-Mart's  Sam's  Clubs  are  increas 
ingly  stocking  office  supplies  for  small 
businesses.  Dean  Witter  analyst  Pat- 
rick McCormack  predicts  that  by  the 
end  of  this  year  nearly  every  Staples 
store  will  face  direct  competition. 

Stemberg  concedes  that  competi- 
tion has  forced  him  to  cut  prices 
dramatically  in  the  last  year  to  com- 
pete with  nine  new  OfficeMax  outlets 
in  Boston.  Since  Staples'  aftertax 
profits  during  the  last  two  years  have 
amounted  to  just  0.6%  of  sales  (the 
figure  includes  charges  related  to  the 
acquisition  of  Florida's  Workplace 
chain),  the  shorts  don't  think  the 
company  has  much  margin  for  error. 

Maybe  so,  but  cutting  prices.  Stem 
berg  says,  actually  helped  business- 
Staples'  same-store  sales  in  Boston 
increased  by  23%  after  prices  were  cut , 
The  price  cuts  apparently  broadened 
the  market  by  making  buying  from 
Staples  attractive  to  customers  with 
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One  of  staples' four 
Manhattan  stores 
Expanding  his 
beachheads 
in  densely 
populated  areas, 
Sternberg  says 
he'll  eventually 
have  30  stores  in 
the  Big  Apple. 


between  25  and  100  employees,  who 
previously  bought  directly  from  mail- 
order and  retail  stationers. 

These  larger  customers  could  prove 
to  be  a  rich  vein  for  Staples  and  its 
competitors.  Thomas  Kully,  a  William 
Blair  &  Co.  analyst,  estimates  that 
chains  like  Staples  currently  have 
12.5%  of  office  product  sales  to  busi- 
nesses of  under  20  employees,  but 
under  4%  to  businesses  of  20  to  99 
employees.  The  analyst  thinks  the  dis- 
count stores  could  double  their  share 
of  the  20-to-99-employee  market. 

Of  course,  much  will  depend  on 
Stemberg's  ability  to  keep  a  tight  rein 
on  costs  and  on  purchasing.  His  12 
years  in  the  grocery  business,  where 
even  1%  is  a  healthy  net  margin, 
taught  him  the  value  of  squeezing 
pennies.  When  Staples  learned  one  of 
its  American  suppliers  was  sourcing 
sticker  notes  in  Taiwan,  it  cut  out  the 
U.S.  middleman  and  started  buying 
directly  from  die  factory.  Savings.^ 
Five  cents  per  pad.  Pointing  to  his 
slighdy  damaged  desk,  picked  up  at  a 
liquidation  s^k,  Stemberg  says:  "We 
watch  every  penny  we  spend." 

In  December  the  short-sellers 
thought  they'd  gotten  a  break  when 
Stemberg  sold  1 17,500  Staples  shares 
at  $38  a  share.  Aha,  the  founder  was 
bailing  out.  Not  so,  Stemberg  retorts: 
"It  was  an  indication  of  what  I  think  is 
going  to  happen  to  income  tax  rates." 
Stemberg  sold  just  11%  of  his  hold- 
ings. "I'm  holding  on  to  the  other 
89%,"  he  promises,  "because  I  be- 
lieve it's  an  excellent  bet."  ^ 
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HOW  WILTEL  KEPT 

BACKDRAFrS 

SOUNDTRACK 


□  udiences  were  blown  away  because  filmmakers 
used  our  digital  fiber-optic  network  to  mix 
soundtracks  between  Skywalker  Sound  Studios  400 
miles  apart.  Surprised? 

The  producers  were  fired  up,  too. 


BACKDRATT 

TM  &  ©  1991  Universal  City  Studios,  Inc.  and 
Imagine  Films  Entertainment,  Inc.  All  rights  reserved. 
Licensed  by  MCA/Universal  Merchandising,  Inc. 


WILTELIURNS  UP  EVERYWHERL 


Total  Business  Communications  and  Outsourcing  /I-  800-364-5113 
One  of  the  Williams  Companies  JBP  '   ©1993  WilTel 
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"Trust  me." 

If  we  could  only  take  everyone 
at  their  word,  life  would  be  so 
much  simpler. 

You  could  believe  the  mechanic 
who  finds  something  to  fix  on 
your  car  that  you  didn't  even 
know  was  broken. 

You  could  relax  when  the 
contractor  promises  that  the 
remodeling  will  "definitely"  be 
finished  in  time  for  the  holidays. 

And  you'd  never  have  to  worry 
about    financial    consultants 
recommending  investments 
that  serve  their  interests 
more  than  yours. 

Of  course,  there  are 
honorable  people  in  every 
profession;  the  problem  is 
finding  them. 

We  hope  the  following 
will  at  least  let  you  know 
what  to  look  for  in  a 
financial  advisor. 

And  give  you  some 
helpful  advice  on  choosing 
one  worthy  of  the  oppor 
tunity  to  earn  your  trust. 

We  invest  the  time  to  get 
to  know  you. 

"I'll  invest  your  money  as 
if  it  were  my  own." 

While  a  financial  advisor 
who  promises  you  this  may 
have  the  best  intentions,  at 
Prudential  Securities  we  hold 
to  a  different  philosophy. 

We  believe  your  money 
should  be  invested  as  if  it 
were  your  money. 

What  are  your  financial 
goals   and   commitments? 
How  well  are  you  schooled 
in  financing  your  children's 
or  grandchildren's  education? 
Are  your  retirement  provisions 
adequate? 

And  what  of  your  tolerance  for 
risk?  Is  it  high,  low  or  none  at  all? 

A  financial  advisor  in  our 
Jacksonville,  Florida  office  put  it 
very  well  recently:  "Our  clients' 
ends  are  where  we  begin." 

To  this  end,  we  have  over  250 
Prudential  Securities  Branch 
Offices  throughout  the  country, 


enabling  you  to  meet  with  our 
financial  advisors  one  on  one  (or, 
one  on  two  if  it's  a  joint  account). 
And,  working  with  us,  create 
an  investment  strategy  and 
financial  portfolio  that  meets  your 
personal  needs. 

We  invest  in  the  Financial 

Advisors  who  serve  you  and  the 

resources  that  serve  them. 

"I  know  more  about  investing 
than  you  do." 

It  may  surprise  you  to  learn  it 


can  take  as  little  as  four  months  to 
qualify  as  a  licensed  broker. 

Over  30,000  people  will  pass 
the  General  Securities  NYSE/NASD 
examinations  this  year  alone, 
giving  many  of  them,  in  their 
opinion,  a  license  to  hang  out 
their  shingle  as  a  Financial 
Advisor/Investment  Consultant/ 
Money  Manager,  etc.,  etc.,  etc. 

But    consider    your    own 
profession  for  a  moment. 


Would  someone  with  as  little 
training  and  no  experience  be 
trusted  with  something  as 
important  as  your  financial 
well-being? 

Not  on  your  life,  right?  And 
not  on  our  reputation  either. 

To  become  a  Prudential 
Securities  Financial  Advisor 
requires  a  minimum  of  two  years' 
training.  We  invest  over  $100,000 
in  each  recruit's  training;  and  to 
help  attract  the  best,  we  offer 
one  of  the  best  compensation 
packages  on  Wall  Street. 

And  we  don't  send  our 
rookies  into  the  field  to 
practice  unsupervised. 

An  essential  part  of  our 
program  is  to  assign  each 
trainee  to  a  mentor,  a 
seasoned  professional 
with  an  average  of 
ten  years  experience 
under  his  or  her  belt. 
And  the  invest- 
ment in  Prudential 
Securities  Financial 
Advisors  doesn't 
end  there.  In  fact, 
it  never  ends. 

We  invest  for  your 
success  and  ours. 

In  1992,  we  invested 

$103  million  in  technical 

support  for  our  advisors 

and    committed     a 

further  $12  million  to 

ongoing  training  programs. 

And  the  return  on  our 

investments    in    client 

services  is  perhaps  the  most 

rewarding  one  of  all. 

Namely,  that  our  clients 
return   to  us  time  and 
time  again  for  all  their  invest- 
ment needs. 

You  see,  at  Prudential  Securities 
we  not  only  invest  for  your 
success  but  for  ours  too. 

If  you  would  like  to  meet  a 
Prudential  Securities  Financial 
Advisor,  feel  free  to  call  1-800- 
654-5454  ext.  1511   or  drop  by 
one  of  our  offices. 

We  trust  you'll  find  the 
experience  very  rewarding. 


Prudential  Securities  \m/t 


©  1993  Prudential  Securities  Incorporated.  Member  SIPC. 


Just  ten  months  old  and  still  tiny,  the  Arizona  Stock 
Exchange  has  New  York's  Big  Board  worried. 

A  gnat  grows 
in  Phoenix 


By  William  P.  Barrett 

Sitting  in  a  smallish  room  in  a  Phoe- 
nix office  building,  three  men  stare  at 
computer  screens,  and  occasionally 
the  silence  is  broken  by  the  ringing  of 
a  telephone.  Welcome  to  the  bucolic 
ten-month-old  Arizona  Stock  Ex- 
change. Started  in  1989  by  former 
Kidder,  Peabody  &  Co.  futures  trader 
R.  Steven  Wunsch,  the  pri- 
vately owned  Arizona 
Stock  Exchange  is  the  clos- 
est thing  yet  to  a  flilly  com- 
puterized auction  market 
for  securities.  It  was  fi- 
nanced with  funds  raised  by 
Wunsch,  including  a 
$700,000  loan  from  the 
state  of  Arizona. 

In  Phoenix,  there  are  no 
specialists  or  marketmakers 
standing  between  an  inves- 
tor who  wants  to  sell  a  stock 
and  another  who  wants  to 
buy.  The  only  intermediary- 
is  a  powerful  Sun  Microsys- 
tems mainframe  the  size  of 
a  two-drawer  filing  cabinet. 

The  exchange  opens  for 
business  at  4  p.m.  Eastern  ^^^H 
time,  as  the  New  York 
Stock  Exchange  closes.  Institutional 
investors — individual  investors  are 
not  allowed — log  onto  the  Arizona 
exchange's  computer  and  list  the 
shares  they  would  like  to  buy  or  sell. 
The  investor  can  specify  any  limit 
price  but  generally  uses  the  New  York 
close,  plus  or  minus  Vs. 

Traders  watching  their  computer 
screens  around  the  countr)^  can  see 
the  orders  as  they  flow  into  the  Arizo- 
na exchange  and  can  then  raise  or 
lower  their  terms,  or  withciraw  their 
orders  altogether.  Traders'  identities 
are  hidden,  of  course,  but  they  can 


also  camouflage  big  block  orders. 

Exactly  one  hour  after  it  opens,  the 
Arizona  exchange  closes,  5  p.m.  New 
York  time.  At  that  time,  the  computer 
matches  as  many  buy  and  sell  orders  as 
possible.  Wunsch  calls  this  a  "single 
price  call  market,"  meaning  that  all 
the  action  in  Phoenix  takes  place  at 


The  Arizona  Stock  Exchange's  entire  home-office  staff 
Transaction  costs:  just  1  cent  per  share. 


one  time,  at  one  price.  He  says  about 
90  institutional  investors  from  the 
U.S.  and  Canada  now  regularly  use 
his  little  exchange. 

Why  bother  to  trade  in  Arizona? 
Price.  Just  1 1  employees  run  the 
whole  thing,  including  3  who  watch 
the  computer  out  of  low- rent  ($13 
per  square  foot)  Phoenix  offices.  As  a 
result,  institutions  can  buy  or  sell  a 
stock  for  an  average  of  just  1  cent  a 
share.  That  compares  with  maybe  6 
cents  and  up  per  share  on  the  New 
York  Stock  Exchange,  and  probably 
more   on   the   American   Stock   Ex- 


change and  Nasdaq's  National  Mar- 
ket System.  About  35%  of  the  Arizona 
exchange's  penny-a-share  fee  goes  to 
a  subsidiary'  of  Bankers  Trust,  which 
clears  the  transactions. 

To  get  that  commission  saving, 
however,  the  investor  pays  a  price:  On 
the  New  York  Stock  Exchange,  spe- 
cialists are  obliged  to  buy  or  sell 
throughout  the  day.  Information 
flows  in,  stocks  trade  and  prices  are 
established  continuously  throughout 
the  trading  day.  It  usually  takes  no 
more  than  a  phone  call  and  a  few 
seconds  to  execute  multimillion-dol- 
lar orders.  Arizona  is  much  slower  and 
uncertain.  On  the  Arizona  exchange 
an  investor  can  never  be  certain  that 
his  or  her  trade  will  be  consummated 
in  that  split  second  when  the  comput- 
er closes  the  auction.  Trades  take 
place  only  if  the  computer  can  match 
specific  orders. 

There's  the  rub.  Rarely  do  the  or- 
ders match  up  very  well.  On 
a  t}'pical  day,  orders  for 
more  than  12  million  shares 
are  entered  on  the  Arizona, 
but  only  500,000  actually 
change  hands.  New  York 
usually  trades  in  a  minute 
what  Arizona  does  all  day. 
Nevertheless,  the  ele- 
phant is  somewhat  afraid  of 
this  gnat.  The  New  York 
exchange  bitterly  but  un- 


successfullv 


opposed 


Wunsch  when  he  applied  in 
1990  to  the  Securities  & 
Exchange  Commission  to 
operate  as  a  limited-volume 
exchange  with  exemption 
from  full  registration.  The 
Big  Board  felt — and  still 
feels — that  the  Arizona  ex- 
change is  getting  a  free  ride 
from  regulators  while  undercutting 
other  markets. 

Wunsch  concedes  that  his  opera-- 
tion,  which  he  owns  through  AZX, 
Inc.,  loses  money  but  says  it  will  be  in 
the  black  at  1  million  shares  a  day — a 
level  he  hopes  to  reach  this  year.  If  and 
when  the  Arizona  exchange's  average 
daily  trading  volume  hits  that  of  the 
countiy's  smallest  fully  licensed  ex- 
change, the  Cincinnati  Stock  Ex- 
change (currently  2.5  million),  the 
SHC  will  take  another  look  at  VVunsch's 
exemption  status.  It  promises  to  be 
quite  a  fight.  IB 
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ElECTRICAl  COMPONENTS 

Minnesota,  Wisconsin,  California, 
Michigan,  Indiana,  Tennesse* 


PROPORTIONING  VALVES 
Michigan 


DOOR  PANEL  SUBSTRATES 
New  Jortey 


CATALYTIC  CONVERTERS 

California 


FUEL  PUMPS 

Sovth  Carolina 


MOLDED  PLASTICS 

Arkansas,  Florida,  Kentvcky, 

Ohio,  Michigon,  Indiana, 
Illinois,  Mitsovri,  Tennesse* 


GLASS 

Ohio,  Kontueky 


WEATHER  STRIPPING 
New  Hampshire 


PAINTS 

.Ohio,  Indiana, 

Michigan 


RADIATORS 

Michigan 


BEARINGS 

South  Corolino, 
Iowa 

RURBER  HOSES 

Texas,  Ohio, 

Missouri 


CYLINDER  HEADS 

Mitsouri 


POWER  STEERING  PUMPS 

Tennessee 


FORGED  CRANKSHAFTS 

Kenfvct/ 


STEEL 

Illinois,  Indiana, 
Ohio,  Kentvcfc/ 


TIRES 

Oklahoma,  Tennessee, 

Alabama,  Norfh  Carolina, 

Ohio,  Kenfuck/,  Virginia 


LOWER  SUSPENSION  ARMS 

Michigan 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Camry  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  390  American  suppliers.  At  Toyota  we're 
committed  to  investing  in  the  economies  where  we  do  business.  That's  why,  since  1988, 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion 
per   year.    INVESTING    IN    THE    THINGS    WE    ALL    CARE    ABOUT.  TOYOTA 

For   infoTmalion    on    Toyota    in   America    write    Toyota    Motor   Corporate   Services,    9    West    57th    Street,    Suite   4900,    New    York,    NY    10019. 


It  isn't  easy  to  compete  against  the  Asians  in  consumer 
electronics,  but  it  can  be  done.  R.L  Drake,  a  small, 
privately  owned  mid  western  outfit,  shows  the  way. 

Make  a  better 

< 

mousetrap 


By  Seth  Lubove 

Many  people  nurse  hangovers  on 
New  Year's  Day,  but  Ronald  Wy- 
song's  wasn't  from  too  much  cham- 
pagne in  1986.  His  Miamisburg, 
Ohio  company  was  just  about  to  lose 
its  principal  market.  His  R.L.  Drake 
Co.  had  done  a  thriving  business  mak- 
ing home  satellite  TV  receivers,  many 
of  which  were  purchased  by  people 
who  wanted  to  get  cable  transmis- 
sions off  satellites  for  free. 

In  January  1986  Home  Box  Office, 
the  cable  movie  channel,  started 
scrambling  its  satellite  signal.  R.L. 
Drake's  boxes  were  no  longer  a  free 
ticket  to  HBO's  programming.  Other 
cable  channels  quickly  followed  HBO. 
"What  HBO  birthed  in  1975  [as  the 
first  premium  cable  ser\'ice  transmit- 
ted by  satellite]  they  terminated  in 
1986,"  Wysong  says.  "[It]  was  like 
hitting  a  brick  wall."  Sales  fell  60%, 
employment  dropped  two- thirds  and 
Drake  finished  the  year  in  the  red. 

But  Drake  survived.  It  had  suffered 
similar  setbacks  before.  Drake  was 
founded  50  years  ago  when  the  late 
Robert  L.  Drake  Sr.,  an  electrical 
engineer  who  had  once  worked  for 
Bill  Lear,  of  Learjet  fame,  began 
building  amateur,  or  ham,  radio  com- 
ponents that  broadcast  as  well  as  re- 
ceived signals.  The  company  later 
branched  into  shortwave  and  marine 
radios.  But  by  the  1970s,  with  ham 
radio  use  stagnating  and  Japanese 
competitors  such  as  Kenwood,  Icom 
and  Yaesu  muscling  in  on  the  market, 
Drake  needed  another  business. 

One  of  Drake's  distributors  sug- 
gested the  fledgling  satellite  receiver 
market.  Until  Drake  came  along  in 
1981,  satellite  receivers  were  mostly 
jerry-built  affairs,  assembled  in  ga- 


rages and  sold  through  classified  ads. 
For  Drake,  it  was  an  easy  transition. 
Satellite  receivers  were  a  lot  less  so- 
phisticated than  the  complex  radios  it 
was  used  to  manufacturing.  By  1985 
Drake  was  running  three  shifts  a  day 
to  keep  up  with  demand.  Sales, 
around  $7  million  in  1981,  zoomed 
to  $65  million  in  1985. 

Then  the  music  stopped.  Drake 
might  have  gone  under  had  it  not 
even  in  its  most  prosperous  days 
pinched  pennies — ver)'  much  in  the 
spirit  of  its  founder,  a  tinkerer  known 
to  fix  the  starters  in  fluorescent  lights 
himself  rather  than  buy  new  ones. 

Fortunately,  Peter  Drake,  the  foun- 
der's son  and  chief  executive  until 
Wysong  took  over,  had  spent  a  lot  of 
time  cultivating  foreign  business. 
Drake  is  an  old  and  respected  name 
among  radio  enthusiasts  all  over  the 
world,  many  of  whom  still  use  Drake 
components.  Taking  advantage  of  its 
established  name  and  reputation  for 
excellence,  Drake  designed  an  export 
model  of  its  satellite  receiver  and  be- 
gan selling  overseas.  Today  Drake 
survives  as  the  only  U.S.  maker  of  the 
receivers  (it  even  assembles  Zenith's 
receivers  under  a  contract  arrange- 
ment). Drake  also  branched  into 
commercial  receivers  for  small  cable 
systems,  which  now  account  for  20% 
of  satellite  receiver  sales. 

Who's  buying.^  Among  the  more 
than  30  countries  Drake  is  in,  the 
biggest  sales  are  to  Africa  and  the 
Middle  East,  where  a  sheikli  isn't 
worth  his  weight  in  petrodollars  un- 
less he's  got  a  couple  of  dishes  in  the 
backyard.  Exports  have  climbed  to 
40%  of  Drake's  sales. 

There's  good  news  on  the  home 


R.L.  Drake's 
chief  executive, 
Ronald  Wysong 
Build  a  good 
product, 
price  it  right, 
and  the  sales 
will  follow. 


front  as  well:  U.S.  sales  of  satellite 
receivers  rose  slighdy  last  year,  to 
358,000  units  as  of  Dec.  1,  thanks 
partly  to  the  introduction  of  new 
scrambling  systems,  requiring  receiv- 
ers with  new  descramblers.  Although 
Drake  must  license  the  descrambling 
technology  from  General  Instru- 
ment, Wysong  says  the  privately  held 
firm  is  again  profitable,  with  about  8% 
of  the  $400  million  U.S.  market. 

For  all  this,  Drake  has  not  by  aiay 
means  recovered  from  its  1986  hang- 
over. Sales  are  just  $40  million  and 
employment  is  325 — still  less  than 
half  the  old  record.  But  the  revenue 
curve  is  rising  again. 

Once  more  searching  for  a  new 
business  in  order  to  grow,  Wysong 
took  Drake  back  to  its  heritage  in 
shortwave  radios  with  the  introduc- 
tion of  the  Drake  R8  in  1991 .  Drake's 
timing  was  good — interest  in  short- 
wave surged  during  the  Gulf  war. 
With  the  Japanese  swarming  over  the 
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low-end  portables,  Drake  found  its 
niche  in  the  high-end  tabletop  mod- 
els. But  the  Drake  R8  is  very  aggres- 
sively priced  at  less  than  $  1 ,000,  com- 
pared with  as  much  as  $6,000  for  a 
top -of- the -line  Icom  or  Japan  Radio 
Co.  radio.  "We  felt  the  Japanese 
shortwaves  were  high-priced,  high- 
margin,  and  some  of  the  equipment 
wasn't  very  good,"  Wysong  says. 


Drake  engineer 
designing  circuits 
Keeping  costs 
low  with  vertical 
integration. 
Everything  from 
circuit  boards  to 
metal  chassis 
are  made  in-house. 


Drake  focused  its  attention  on  the 
radio's  capabilities  rather  than  on  de- 
sign or  margins,  and  it  engineered  a 
winner.  Robert  Hatter,  retail  manag- 
er of  Electronic  Equipment  Bank  in 
Vienna,  Va.,  finds  the  radio's  clunky 
look  doesn't  hurt.  He  says:  "The 
thing  looks  like  it  was  made  in  some- 
one's garage.  But  if  you  close  your 
eyes,  you'll  find  it's  a  top-notch  per- 


former that's  giving  the  Japanese  a 
run  for  their  money."  Hatter  isn't 
alone.  "Right  now,  we  feel  Drake  is 
the  best  at  any  price,"  enthuses  Law- 
rence Magne,  editor  and  publisher  of 
Passport  to  World  Band  Radio,  the 
bible  among  shortwavers. 

The  shortwave  spectrum  these  days 
is  more  cluttered  than  ever.  Tune  in 
the  BBC,  for  example,  and  you'll  likely 
hear  other  transmissions  creeping 
through  from  adjacent  stations.  Most 
good  shortwaves  come  with  a  filter 
that  narrows  the  bandwidth,  to  focus 
on  the  station  you're  tuned  to.  If  you 
want  more  filters  for  better  focus,  you 
have  to  add  them  at  a  cost  of  about 
$100  each.  The  Drake  R8,  however, 
comes  with  five  bandwidth  filters  al- 
ready installed,  each  filter  pinpointing 
the  signal  more  precisely  than  the  last. 
It  is  able  to  do  so  because  Drake 
redesigned  an  obsolete  type  of  filter  to 
give  better  performance  at  a  dramati- 
cally reduced  cost,  says  Magne. 

With  so  many  advantages,  the 
Made  in  the  U.S.A.  label  is  icing  on 
the  cake.  Says  Fred  Osterman,  presi- 
dent of  Universal  Radio  Inc.,  a  Drake 
dealer:  "Within  a  few  months  of  com- 
ing out,  this  receiver  quickly  assumed 
the  dominant  position.  It  is  our  most 
popular  tabletop  receiver  by  far. 
There  isn't  even  a  close  second  now." 

Some  of  Drake's  cost  edge  comes 
from  the  weak  dollar.  Another  advan- 
tage is  its  high  degree  of  vertical  inte- 
gration. Almost  everything  is  self- 
contained  in  the  company's  90,000- 
square-foot  plant,  where  Drake 
makes  everything  from  its  circuit 
boards  to  the  metal  chassis.  Alas,  epa 
rules  are  forcing  it  to  evaluate  whether 
it  will  be  cheaper  in  the  fiiture  to  buy 
circuit  boards  rather  than  install  costiy 
pollution-control  equipment. 

Wysong  doesn't  try  to  compete  in 
styling,  but  he  realizes  that  after- sales 
service  is  an  important"  part  of  a  prod- 
uct's reputation.  He  has  also  set  up  a 
toll-free  number  so  customers  can 
buy  the  R8  direct  from  the  factory; 
one -third  of  sales  come  by  phone. 

So  Drake  survives  by  using  the 
time -tested  but  too  often  forgotten 
better- mousetrap  approach:  Come 
up  with  a  product  that  works  better, 
price  it  right,  and  the  sales  will  follow. 
If  there's  a  sure-fire  way  to  compete 
with  the  Japanese  and  other  foreign 
competitors,  this  clearly  is  it.  ^ 
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One  Clinton  campaign  promise  still  alive  is  resurrecting  the  investment 
tax  credit.  But  doing  so  will  make  the  President  lots  of  enemies. 

What  do  you  mean, 
no  pool  tables.^ 


ByToddG.Buchholz 

Faced  with  budget  realities,  the 
Clinton  Administration  is  backing 
away  from  many  campaign  promises, 
but  one  it  probably  won't  abandon  is 
the  proposal  for  reviving  some  form  of 
investment  tax  credit  as  a  means  of 
stimulating  the  economy  while  help- 
ing U.S.  industry  stay  up-to-date.  If 
enacted,  Clinton's  would  be  the  fifth 
ITC  since  1962.  Already  a  vicious  bat- 
de  has  been  joined  by  veteran  lobby- 
ists who  want  to  mold  the  latest  iTC  to 
their  liking.  Bill  Clinton,  who  likes  to 
be  liked,  will  make  some  enemies 
when  he  makes  his  choices. 

An  investment  tax  credit  is  a  kind  of 
direct  tax  subsidy.  For  every  qualify- 
ing dollar  spent  on  specified  kinds  of 
plant  and  equipment,  a  business  can 
deduct  a  certain  amount  from  its  in- 
come tax  bill. 

The  first  investment  tax  credit 
question  for  Clinton  is:  Should  his  iTC 
apply  for  just  a  year  to  give  the  econo- 
my a  swift  kick,  or  should  it  be  perma- 
nent? A  temporary  iTC  costs  the  Trea- 
sury less — spending  $40  billion  in 
1993  is  cheaper  than  promising  at 
least  $40  billion  each  year  for  the  rest 
of  the  decade.  But  a  temporary  credit 
induces  firms  to  buy  more  this  year 
and  cut  back  investment  the  next  year. 
Theodore  Eck,  chief  economist  of 
Amoco  Corp.,  says  a  one-year  iTC 
would  be  counterproductive  for  oil 
equipment  makers.  "In  our  busi- 
ness," he  explains,  "most  of  the  work 
is  custom-engineered  and  can't  be 
built  in  a  year." 

Since  1989  Todd  G.  Buchholz  has  been  an 
economic  policy  adviser  in  the  Bush  White 
House.  A  lawyer  and  economist,  he  is  the 
author  of  New  Ideas  from  Dead  Economists 
(Penguin  Books  USA). 
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The  next  question  for  Clinton:  Do 
we  want  an  "incremental"  iTC  or  a 
"first-dollar"  nc>  An  incremental  iTC 
rewards  firms  only  for  raising  their 
investment  levels  above  a  base 
amount,  equal  to  some  recent  aver- 
age. A  first-dollar  iTC  pays,  say,  10%  of 
total  investment  spending. 

Clinton  advisers  Lawrence  Sum- 
mers, chief  economist  at  the  World 
Bank,  and  Robert  Shapiro,  of  the 
Progressive  Policy  Institute,  have 
backed  the  incremental  approach.  As- 
suming an  80%  threshold,  for  exam- 
ple, if  Jack's  Juicer  Co.  bought  $1 
million  of  equipment  in  both  1991 
and  1992,  Jack  would  get  credit  in 
1993  only  for  investments  over 
$800,000.  So  if  Jack  buys  $1.1  mil- 
hon  of  equipment  and  if  the  credit  is 
worth  10%,  the  Treasury  would  pay 
$30,000  toward  this  investment. 

If  the  goal  is  to  stimulate  the  econo- 
my, an  incremental  credit  is  probably 
more  efficient  than  a  "first-dollar" 
credit,  which  mostly  rewards  firms  for 
equipment  they  would  have  bought 
anyway.  But  implementing  an  incre- 
mental credit  can  be  hazardous  to 
political  health.  Companies  and  in- 
dustries that  invested  heavily  last  year 
will  fight  it  tooth  and  nail.  "Why 
should  we  be  penalized  now  for  hav- 
ing expanded  in  recent  years?"  de- 
mands Kenneth  Lay,  chairman  of  En- 
ron Corp.,  the  Houston -based  natu- 
ral gas  company.  The  National 
Association  of  Manufacturers,  the 
American  Council  for  Capital  Forma- 
tion, and  the  Manufacturers  Alliance 
for  Productivity  &  Innovation  are  all 
opposing  the  incremental  approach. 

The  incremental  approach  would, 
however,  provide  a  bonanza  for  deft 
tax  lawyers.  If  Jack's  Juicer  Co.  cannot 


qualify  for  the  credit,  a  new  spinoff  of 
Jack's  could.  If  a  firm  just  purchased  a 
machine  in  1992  that  does  not  quali- 
fy, it  could  sell  it  and  use  the  proceeds 
to  buy  a  new  one  that  does  qualify  in 
1993.  And  how  to  set  the  base 
amount  for  a  firm  that  merges  with 
another!"  Or  for  startups.''  How  about 
leased  equipment? 

But  now  comes  the  really  hard  part: 
how  to  define  "eligible  equipment." 
The  narrower  the  definition,  the 
more  Treasury  dollars  are  available  for 
the  equipment  that  does  qualify — but 
the  smaller  the  number  of  firms  that 
will  benefit  from  the  subsidy. 

For  example,  trucks  and  buses 
make  up  almost  9%  of  private  durable 
equipment  purchases.  Furniture  and 
fixtures  make  up  another  5%.  Office 
and  store  information  processing  ma- 
chinery add  up  to  17%.  If  Congress 
excludes  all  of  these  items,  the  cost  of 
the  ITC  falls  sharply — but  the  compa- 
nies that  make  the  excluded  goods 
will  squawk. 

Last  year  Representative  Sander 
Levin  (D-Mich.)  and  former  Repre- 
sentative Frank  Guarini  (D-N.J.) 
proposed  an  irc:  that  would  apply 
only  to  equipment  "integral  to  the 
manufacture  of  productive  equip- 
ment." But  neither  of  the  two  pols 
tackled  the  central  issue,  explicitly 
defining  "productive." 

Veteran  tax  lobbyist  Charls  Walker, 
former  Deputy  Treasury  Secretary 
and  the  prime  spokesman  for  a  target- 
ed rrc,  has  compiled  a  long  list  of 
products  that  he  feels  should  and 
shouldn't  qualify  for  the  iTc;.  Among 
those  that  shouldn't  qualif\',  says 
Walker,  are  buildings  and  structures, 
furniture,  word  processors,  barber 
chairs,  billboards,  dental  drills,  pho- 
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tocopiers,  desktop  computers,  car 
washes,  carousels,  pool  and  billiard 
tables,  bowling  balls,  ski  lifts,  tennis 
nets,  and  a  whole  lot  of  other  items. 

A  lot  of  builders,  desktop  computer 
makers  and  ski  lift  people,  not  to 
mention  dentists  and  fiirniture  mak- 
ers, would  certainly  put  their  lobbyists 
to  work  on  that  one. 

Desktop  computers  and  word  pro- 
cessors are  perhaps  the  toughest 
choice.  Information  and  computing 
devices  make  up  over  42%  of  all  busi- 
ness nonresidental  equipment,  up 
from  only  5%  in  the  late  1950s. 

If  they  want  to  survive,  most  com- 
panies will  keep  buying  information 
processing  equipment  with  or  with- 
out a  credit.  And  excluding  this  class 
of  equipment  will  save  the  Treasur)^ 
billions.  But  who  wants  to  wresde 
with  an  industry  that  represents  over 
5%  of  GNP  and  employs  over  a  million 
Americans?  Neither  the  new  Presi- 
dent, who  has  lots  of  markers  out- 
standing in  Silicon  Valley,  nor  the 
new  Congress  wants  to  be  portrayed 
as  old-fashioned  smokestack  America 
types  who  don't  understand  the  high- 
tech  revolution.  So  assume  that  in- 
vestments in  computer  equipment 
will  qualify  for  the  credit. 

The  targeted  credit,  like  the  incre- 
mental credit,  provides  opportunities 
for  crafty  lawyers  and  accountants. 
Example:  During  past  incarnations  of 
die  ITC,  when  building  structures  did 
not  qualify,  firms  installed  removable 
office  walls  and  partitions,  which  were 
eligible  for  the  credit. 

Was  a  recohfigured  building  some- 
how better  for  the  economy  than  a 
new  building?  It  was  if  you  were  in  the 
partition  business. 

Here's  a  frightening  question:  Will 


Congress  insist  that  only  equipment 
manufactured  in  the  U.S.  be  eligible 
for  the  ITC?  Before  you  reject  this 
possibility  out  of  hand,  remember 
that  12  years  of  pent-up  protectionist 
pressures  on  Capitol  Hill  are  ready  to 
burst,  and  that  some  previous  invest- 
ment tax  credits  have  applied  only  to 
American- made  goods. 

Regardless  of  how  they  ultimately 
design  the  ITC,  Clinton  and  the  Con- 
gress ought  to  make  their  decisions 
quickly.  Otherwise,  business  will  wait 
to  place  orders  until  it  is  clear  how 
best  to  take  advantage  of  the  plan. 
Equipment  sales  dropped  by  25%  in 
October,  partiy  for  this  reason.  Says 
Mark  Holcomb,  a  spokesman  in  IBM's 
Washington  office:  "Indecision  could 
very  well  freeze  the  marketplace." 

Given  these  political  complica- 
tions, an  ITC  may  not  be  the  best  way 
to  accomplish  helping  keep  U.S.  in- 
dustry modern.  It  would  be  better  if 
Clinton  told  his  advisers  to  drop  the 
ITC  proposal  and  put  more  thought 
into  leveling  the  playing  field  that 
now  gives  current  consumption  a  big 
advantage  over  investment. 

One  field  leveler  would  be  to  end 
the  double  taxation  of  dividends, 
wherein  both  the  corporation  and  the 
shareholders  pay  taxes  on  the  same 
earnings.  Another  would  be  to  index 
the  capital  gains  tax  for  inflation. 

Still  another  would  be  to  suppress 
government  spending,  which  would 
push  long-term  interest  rates  down 
fiirther.  According  to  a  recent  study 
by  the  wefa  Group,  by  1996  a  100- 
basis- point  decline  in  long-term  rates 
would  create  700,000  more  jobs  and 
$20  billion  more  in  economic  growth 
tlian  a  first-dollar,  nontargeted  10% 


ITC  would.  In  addition,  lower  interest 
rates  would  slice  the  budget  deficit  by 
$60  billion,  while  a  fairly  broad  ITC 
would  bloat  the  deficit  by  $55  billion. 

We  can  learn  a  lot  by  looking  at 
Japan.  Economist  Summers,  along 
with  J.  Bradford  De  Long  of  Harvard, 
took  a  close  look  at  equipment  invest- 
ment from  1960  to  1985  in  60  coun- 
tries. Their  1991  article  in  the  Quar- 
terly Journal  of  Economics  concludes 
that  Japan's  aggressive  equipment  in- 
vestment "account[ed]  for  essentially 
all  of  the  extraordinary  growth  perfor- 
mance of Japan." 

Japan's  investment  did  not,  howev- 
er, rest  on  an  iTC.  The  Japanese  en- 
joyed another  advantage,  a  lower  cost 
of  capital.  During  the  1970s  and 
1980s  both  debt  and  equity  were 
much  cheaper  for  Japanese  companies 
than  for  their  U.S.  competitors. 

Note  the  past  tense.  Since  1988 
Japan's  cost-of-capital  advantage  has 
been  wiped  out.  Real  long-term  inter- 
est rates  in  the  U.S.  have  been  halved, 
while  Japan's  rates  are  rising  and  its 
stock  market  has  collapsed.  So  Japan 
no  longer  has  that  advantage,  but 
with  a  general  tax  policy  more  favor- 
able to  investment,  the  U.S.  could 
enjoy  what  Japan  has  largely  lost. 

Bottom  line:  After  30  years  of  ex- 
perimenting with  ITCS,  we  know  only 
a  few  things.  First,  an  iTC  does  not 
guarantee  higher  productivity.  Sec- 
ond, it  is  messy  to  write  and  dreadftil 
to  enforce.  Third,  it  enriches  tax  at- 
torneys and  lobbyists.  Of  course,  if 
the  new  Administration  and  Congress 
lack  the  courage  to  restructure  the  tax 
code  more  fiindamentally  to  promote 
investment  over  consumption,  then 
another  investment  tax  credit  is  prob- 
ably better  than  nothing.  ■■ 
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The  Pension  Benefit  Guaranty  Corp.  has  some  real 
problems,  but  a  $51  billion  liability  isn't  one  of  them, 

Fix  what  needs 


fixing 


By  Laura  Jereski 

How  BROKE  is  the  Pension  Benefit 
Guaranty  Corp.?  To  hear  some  peo- 
ple talk  you'd  think  it's  about  to  turn 
into  the  next  S&L  crisis. 

That  would  be  a  national  disaster, 
because  the  agency  insures  the  pen- 
sions of  40  million  Americans  in 
about  85,000  company  plans.  The 
failures  of  Pan  Am  and  Eastern  Air 
Lines  alone  saddled  it  with  $T6  bil- 
lion in  unfunded  pension  liabilities. 
Alarmed,  the  agency  has  been  scram- 
bling to  quantify  its  total  liabilities.  Its 
current  guesstimate  is  $51  billion,  up 
from  $40  billion  or  so  last  year. 
Against  this  the  agency  has  an  annual 
intake  of  $800  million  from  compul- 
sory premiums  paid  by  companies 
with  defined  benefit  plans. 

But  the  numbers  aren't  as  bad  as 
they  sound.  Consider  the  settlement 
Pension  Benefit  Guaranty  Corp.  re- 
cently crafted  with  Trans  World  Air- 
lines. During  months  of  jawboning, 
the  agency  insisted  it  was  on  the  hook 
for  roughly  $1  billion  if  it  had  to  buy 
annuities  to  cover  the  plan's  obliga- 
tions to  pensioners.  To  put  it  mildly, 
the  agency  was  exaggerating.  Its  li- 
ability would  reach  that  figure  only  if 
the  agency  couldn't  recover  a  dime 
from  TWA  or  twa's  assets. 

The  settlement  made  late  last  year 
with  former  twa  owner  Carl  Icahn  in 
fact  contradicted  the  $1  billion  figure. 
Icahn  agreed  to  a  cash  setdement 
whose  maximum  present  value  is 
about  $400  million.  By  that  agree- 
ment, the  agency  was  forced  to  con- 
cede that  its  shortfall  was  closer  to 
$400  million  than  $1  billion. 

The  agency's  figure  was  overstated 
in  yet  another  way.  It  assumed  that 
the  liability  would  be  settled  by  the 
purchase  of  annuities  yielding  a  bit 


over  6%.  In  fact,  the  assets  already  in 
the  plan  could  be  expected  to  yield 
considerably  more  than  that. 

Indeed,  every  percentage  point  dif- 
ference in  interest  rates  changes  the 
present  value  of  the  agency's  liabilities 
up  to  20%,  according  to  a  December 
1992  report  by  the  General  Account- 
ing Office.  If  the  agency  brought  its 
interest  rate  and  settlement  assump- 
tions in  line  with  what  companies 
commonly  use,  its  much  broadcast 
$51  billion  underfiinding  would 
shrink  by  tens  of  billions  of  dollars. 

The  agency  insists  its  interest  rate 
assumptions  compensate  for  outdat- 
ed mortality  tables  it  is  required  by  law 
to  use,  that  people  live  longer  than  the 
tables  show.  The  government  auditor 
disagrees. 

There  are  other  flaws  in  the  agen- 
cy's estimates.  Every  year  the  agency 
totals  the  underfiinding  in  plans  it 
insures,  manipulates  the  interest  rate, 


then  sums  the  deficiencies  in  the 
plans.  The  calculations  slight  the 
guarantee  limit  of  $29,000  per  year 
per  pensioner,  which  is  far  lower  than 
the  rich  promises  in  some  plans.  Even 
more  ludicrous,  the  agency  lumps 
together  all  underfunded  pension 
plans  even  though  many  of  them,  rjr 
Nabisco,  for  example,  are  unlikely 
ever  to  default.  When  Chrysler  sells  its 
40  million  new  shares,  it  will  likely  use 
most  of  the  money  to  up  its  under- 
funded pension  plan. 

In  all  the  talk  of  disaster,  of  course, 
the  agency  makes  no  attempt  to  calcu- 
late the  premium  increases  it  could 
tap,  with  congressional  approval. 
Raise  premiums  slightiy  and  assume 
more  realistic  interest  rates,  and  most 
of  the  billions  in  deficit  disappear. 

Not  that  there  aren't  real  problems 
facing  the  pension  guarantee  agency. 
To  begin  with,  its  premiums  (origi- 
nally set  at  $1  per  employee  in  1974, 
now  $19)  bear  littie  relation  to  its  risk. 
So  many  healthy  companies  convert- 
ed to  plans  not  covered  by  the  agency 
that  its  premium  base  is  down  to 
85,000  companies,  from  120,000 
when  it  was  founded. 

What's  more,  for  political  reasons, 
the  pension  agency  converted  most  of 
the  assets  it  holds  in  trust  from  stocks 
to  bonds,  probably  forfeiting  long- 
term  protection  against  inflation. 

The  agency  wants  legislative 
changes.  For  example,  it  wants  to 
curb  the  tendency  of  sick  companies 
to  up  pension  benefits  in  lieu  of  pay.  It 
also  wants  a  better  place  in  the  credi- 
tors' queue  when  a  company  does  go 
under.  By  and  large,  the  proposals  are 
good.  But  raising  the  specter  of  an- 
other s&i.  crisis  isn't  a  credible  way  to 
get  them.  ^ 
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IT'S  NO  WoWfRTwlE'VE  BEEi 


SHOXA/ERED  WITH  PRAISE. 


EAGLE  VISION.  NOT  INTENDED 
FOR  THE  GENERAL  PUBLIC. 


See  limitea  warranties,  restrictions,  ana  details  at  dealer.  For  more  iniormation,  call  1-800-JEEP-EAGLE. 


'Seat  belts  should  always  be  worn. 


.b 


38%  MORE  LEGROOM  THAN  REGULAR 
INTERNATIONAL  BUSINESS  GLASS 

We're  wide  open  for  business. 

Our  55"  seat  pitch  and  two  abreast 

configuration  of  our  cabin  allows  you 

plenty  of  room  to  spread  out  and  relax 


ADJUSTABLE  ELECTRONIC  FOOTREST 

Since  your  feet  are  also  an  important  part 

of  your  body  we  feel  that  they  deserve  the 

same  comfort  as  the  rest  of  you. 


You  want  First 
Class.  You  deserve 
First  Class.  So  wty 
settle  for  regular 
Business  Class  on  international  flights? 

Continental  presents  BusinessFirst-the  comfort  and  service  of 
International  First  Class  at  a  Business  Class  fare. 
THE  CABIN  THAT  CONQUERS  SPACE. 

It  all  starts  with  a  roomier  cabin.  We've  replaced  the  First  and  Business 
Class  sections  with  a  new  BusinessFirst  cabin.  And  our  new  custom- 
crafted  electronic  sleeper  seats  are  the  only  true  sleeper  seats  of  any 
major  airline's  Business  Class. 

A  comforting  thought.  We've  arranged  our  seats  to  offer  55"  of  seat 
pitch,  providing  38%  more  legroom  than  the  usual  40"-42"  offered  by 


other  major  airlines.  And  with  a  two-abreast  seating  configuration,  oil 
new  BusinessFirst  cabin  guarantees  you'll  ahvays  have  more  room  an 
never  more  than  one  neighbor  sitting  next  to  you. 
DECISIONS,  DECISIONS. 

Take  advantage  of  our  new  multi-channel  personal  entertainment 
system  featuring  a  selection  of  eight  movies,  sports,  news,  music 
programs  and  Air  Show,  our  navigational  map  display  program. 
And  enjoy  a  tempting  variety  of  appetizers,  delicious  entrees  and 

a  fine  selection  of  premium 
wines,  liquors  and  non-alcohol 
beverages.  Or  enjoy  our  exclus 
Executive  Meal  Option  and  cho 
to  dine  when  it  is  convenient 
for  you. 


S  y  ^ 

BusinessFirst 


FINE  DINING  AND  EXECUTIVE  MEAL  OPTION 

From  first  course  to  last,  a  distinctive 

presentation.  Or,  our  Executive  Meal  Option 

specially  prepared  for  those  preferring  to  eat 

before  or  after  our  regular  meal  service. 


PREMIUM  FRENCH  WINES  AND  CHAMPAGNE 

Served  along  with  our  international  selection  of 
premium  liquors,  V.S.O.P.  cognac  and  tawny  ports. 
And,  of  course,  our  wide  variety  of  non-alcoholic 
beverages. 


STATE-OF-THE-ART  ELECTRONIC 
SLEEPER  SEAT 

Featuring  an  adjustable  headrest  with 

virtually  the  same  recline  as  a  First  Class 

sleeper  seat.  Nighty  night. 


ADJUSTABLE  ELECTRONIC 
LUMBAR  SUPPORT 

There  are  three  key  elements  essential  to 

ensure  a  restful,  comfortable  sleep: 

Support,  support  and  support.  We  won't 

argue  that  point. 


DIGITAL  ELECTRONIC  CONTROL  UNIT 

Armrest  mounted  unit  features  digital  push  button 

simplicity  and  high-quality  sound,  we've  fine  tuned  the 

art  of  entertainment  in  the  sky.  Just  plug  in  your  own 

personal  electronic  headset,  sit  back  and  indulge 

your  senses. 


E. 


0  EOF  US  TO  SERVE  YOU. 

J  rd  about  our  people.  There's  more  of  us.  That's  because  we've 
ased  the  number  of  flight  attendants  to  serve  you  on  every  flight. 
)u'll  get  the  same  attentive  service  associated  with  International 
Class.  0k 

Best  of  all,  you'll  enjoy  this  ^^':; 

caliber  of  International  First 
Class  service  at  a  regular 
Business  Class  fare. 
And  if  your  interna- 
tional flight  requires 
a  U.S.  connection,  we'll 
even  confirm  you  in  First  Class  on  your 
domestic  segments. 


HERTS  THE  PITCH 

Business  Class 

le 

Seat  Pitch 

nenul's 

nessFlrst 

55" 

40" 

39-42" 

40" 

;  ways 

40" 

37-40" 

IT'S  TAKING  OFF! 

BusinessFirst  is  now  being  introduced  on  our  flights  to  London  and 
Paris,  with  Madrid,  Munich  and  Frankfurt  starting  soon.  And  we're 
planning  service  to  the  South  Pacific  and  Tokyo  in  Spring  1993-  Call  your 
travel  agent  or  Continental  at  1-800-231-0856  for  more  information. 
BusinessFirst.  The  International  Business  Class  that's  First  Class. 


Continental 

One  Airline  Can  Make  A  Difference.'" 
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, . .  LAIN  R\PER  Fax 
With  The  Lowest  Cost-Per-Copy?  You  Need 
^^Sharps  Winning  Game  Plan  For  Fax!'  . 


Championship  Coach 

In  football,  you  concentrate  on  winning  a  few 
yards  at  a  time.  In  business,  it's  pennies,  [siisiafsi 
That's  why  Sharp,  the  #1  fax  company, 
has  a  Winning  Game  Plan  for  business.     * 

A  booklet  that  can  help  you  find  the  [s§^ 
plain  paper  fax  with  the  lowest  cost-per-copy 
in  the  industry. 

Like  Sharp's  FO-4800  Plain  Paper  Laser  Fax  - 
with  a  15,000  copy  toner  cartridge  that  can  last 
years,  not  months.  Plus  a  compact,  desktop  size  with 
front-loading  trays  and  small  footprint.  Advanced 
features  like  collated  output.  500-sheet  capacity. 
125  fax  and  25  voice  number  autodialer. 

And  Sharp's  F.A.S.T.  remote  diagnostic  system 
that  signals  your  dealer  for  maintenance. 

So  if  you're  committed  to  squeezing  more 
value,  more  productivity  out  of  every  penny    ^-^'^ '      - 
call  for  Sharp's  Winning  Game  Plan  booklet 
today  Or  fax  1-800-3-SHARP-3.  /     / 

It'll  put  you  right  where  you  want 
to  be.  In  the  winning  position. 

CALL  1-800-BE-SHARP  FOR 
YOUR  WINNING  GAME  PLAN  FOR  FAX.  * 


BMIKIW6  SYSTtMS  •  CAICUIATORS 


©  1993  Sharp  Electronics  Corpwation. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS' 
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OBSERVATIONS 


iThe  media  are  concerned  about  a  threat  to  education 
[from  the  so-called  religious  right.  There  was  no  such 
outcry  when  the  left  began  its  pervasive  brainwashing. 

Indoctnnating 
the  children 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Any  boy  who  grew  up  in  a  rough 
neighborhood  has  probably  had  the 
experience  of  having  another  boy 
punch  him  in  class,  with  the  teacher 
turning  around  just  as  he  hit  him  back. 

It  did  no  good  to  say,  "He  hit  me 
first!"  because  the  automatic  answer 
was:  "Two  wrongs  don't  make  a  right." 

It  is  much  the  same  story  in  the 
media  today,  as  editorials  warn  that 
"the  religious  right"  is  "taking  over" 
school  boards.  Alarms  are  being 
raised  that  conservative  or  religious 
indoctrination  will  be  imposed  in  the 
public  schools. 

Where  have  the  media  been  all 
these  years,  while  the  most  blatant, 
deliberate  and  pervasive  indoctrina- 
tion by  the  political  left  has  been 
taking  place  in  public  schools  all 
across  the  country? 

Hypothetical  dangers  fi-om  conser- 
vative or  religious  groups  attempting 
to  fight  back  do  not  begin  to  compare 
with  the  dangers  fi-om  the  enormous 
apparatus  already  in  place,  and  con- 
tinuing to  conduct  classroom  brain- 
washing, to  the  detriment  of  academ- 
ic education. 

The  techniques  of  brainwashing 
developed  in  totalitarian  countries  are 


routinely  used  in  psychological-con- 
ditioning programs  imposed  on 
American  school  children.  These  in- 
clude emotional  shock  and  desensiti- 
zation,  psychological  isolation  from 
sources  of  support,  stripping  away 
defenses,  manipulative  cross-exami- 
nation of  the  individual's  underlying 
moral  values,  and  inducing  accep- 
tance of  alternative  values  by  psycho- 
logical rather  than  rational  means. 

These  techniques  are  not  confined 
to  separate  courses  or  programs,  but 
also  intrude  into  academic  subjects 
like  history  or  social  studies,  as  well  as 
being  pervasive  in  programs  ostensi- 
bly dealing  with  special  social  issues, 
such  as  sex  education,  death  educa- 
tion, drug  prevention,  nuclear  educa- 
tion, or  multiculturalism. 

Shock  and  desensitization  proce- 
dures range  fi-om  taking  children  to 
morgues  and  fianeral  homes  to  see  and 
t(5uch  dead  bodies  to  pairing  boys  and 
girls  to  have  conversations  with  each 
other  about  sex,  showing  ghastly  mov- 
ies of  war,  or  raw  movies  showing  sexual 
activity  or  close-ups  of  childbirth. 

Verbal  examples  include  classroom 
discussions  of  lifeboat  dilemmas,  where 
the  limited  capacity  of  the  boat  forces 
decisions  as  to  who  should  be  left  to 
drown.  Sometimes  children  are  asked 
to  decide  whom  they  would  sacrifice 
among  members  of  their  own  family. 

These  are  not  the  isolated  idiosyn- 
cracies  of  particular  teachers.  They  are 
products  of  numerous  books  and  oth- 
er "educational"  material  in  pro- 
grams packaged  by  organizations  that 
sell  such  curricula  to  administrators 
and  teach  the  techniques  to  teachers. 
Some  packages  even  include  instruc- 
tions on  how  to  deal  with  parents  or 
others  who  object. 

Psychological    isolation    can    be 


achieved  in  a  number  of  ways,  and 
stripping  away  psychological  defenses 
can  be  done  through  assignments  to 
keep  diaries  to  be  discussed  in  the 
group  and  through  role-playing  as- 
signments, both  techniques  used  in 
the  original  brainwashing  programs 
in  China  under  Mao. 

Mobilizing  school  children  for  the 
political  crusades  of  the  left  has  also 
been  going  on  for  years.  At  one  time, 
the  largest  number  of  letters  received  by 
the  President  of  the  United  States  on 
any  subject  came  from  school  children 
writing  to  him  about  nuclear  issues,  as 
part  of  their  classroom  assignments. 

All  this  is  barely  the  proverbial  tip  of 
the  iceberg.  There  is,  for  example,  the 
whole  Alice-in-Wonderland  world  of 
multiculturalism,  where  the  very  photo- 
graphs and  drawings  in  textbooks  must 
propagandize  the  multicultural  mes- 
sage. There  are  math  textbooks  where 
the  pictures  of  famous  mathematicians 
and  scientists  would  suggest  that  virtu- 
ally no  white  male  had  ever  had  any- 
thing to  do  with  either  of  these  fields. 

The  pettiness  of  the  education  es- 
tablishment's detailed  instructions 
and  taboos  for  pictures  in  textbooks 
might  seem  fijnny  to  an  observer,  but 
they  are  deadly  serious  matters  of  fi- 
nancial life  and  death  to  the  publishers. 

Many  parents  who  have  been  ap- 
palled to  discover  what  has  been  going 
on  in  the  schools  have  fought  lonely 
and  finstrating  batties  against  the  edu- 
cation establishment.  Eventually  some 
have  begun  to  organize,  which  at  least 
deprives  the  school  bureaucrats  of 
their  favorite  line:  "You're  the  only 
one  who  has  complained." 

That  line  will  be  used,  even  when 
controversies  and  lawsuits  are  raging 
all  across  the  country  over  a  particular 
brainwashing  program.  Parents  are 
also  likely  to  be  told  that  all  the 
educational  experts  support  the  pro- 
gram. What  they  are  unlikely  to  be 
told  is  that  these  "experts"  are  often 
the  ideological  gurus  who  pushed 
these  programs  in  the  first  place,  or 
consultants  who  profit  from  them. 

When  the  fijtility  of  individual  pro- 
test leads  to  organized  activity,  that  is 
when  the  cry  of  "censorship"  goes  up 
from  the  education  establishment  and 
the  media  rush  to  the  rescue,  invoking 
the  specter  of  "the  religious  right." 
What  has  caught  their  attention  is 
someone  trying  to  fight  back.  ■! 
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As  communications  and  computers  merge  into  a  single  business, 
the  biggest  teleplione  company  is  better  positioned  to  profit 
than  the  biggest  computer  company.  Why? 

Thetoirtoise 
and  the  hare 


By  Gary  Slutsker 

THE  PHONE  RINGS  in  the  customer  service 
center  at  Bausch  &  Lomb's  contact  lens 
division.  An  ophthalmologist's  nurse  wants 
to  place  an  order,  but  she  gets  a  recording 
that  all  agents  are  busy,  and  hangs  up  imme- 
diately. As  she's  thumbing  through  her  Rolodex  for  the 
number  of  another  lens  supplier,  her  phone  rings:  It's 
Bausch  &  Lomb.  We're  sorry  for  the  delay.  What  can  we 
do  for  you.'' 

You're  on  the  road,  in  too  much  of  a  hurry  to  stop  to 
make  a  phone  call,  but  you  need  to  get  a  message  to  your 
boss.  You  pull  your  personal  communicator  out  of  your 
vest  pocket,  scribble  a  message  in  longhand,  push  a  button 
and  the  message  travels  over  a  radio  network  to  your  boss' 
electronic  mailbox. 

You  sit  at  your  desk  and  have  a  face-to-face  videoconfer- 
ence  with  someone  halfway  around  the  world  for  $10  an 
hour.  A  few  years  ago  you  would  probably  have  taken  an 
airplane  trip  for  that  face-to-face  meeting. 

In  each  of  these  cases,  powerflil  chips  and  clever  soft- 
ware have  made  possible  a  merging  of  communicating  and 
computing.  For  years  the  fiiturists  have  told  us  these 
businesses  were  going  to  come  together.  Now  that  the 
merging  is  under  way,  American  Telephone  &  Telegraph 
Co.  is  uniquely  positioned  to  profit  from  it.  Neither 
competing  long  distance  companies  like  Mc:i,  nor  comput- 
er vendors  like  IBM,  nor  software  vendors  have  anything 
like  AT&T's  combination  of  fiber,  semiconductors  and 
software- — a  dynamite  combination  of  skills  and  assets  that 
is  making  AT&T,  not  IBM,  the  master  of  telecomputing. 

What  with  writeoffs  reflecting  the  wrenching  techno- 
logical changes  in  its  industry,  AT&T's  earnings  have  been 
erratic  since  the  breakup  of  the  Bell  system  in  1984.  The 
company  lost  money  in  1988  and  was  barely  profitable  in 
1991.  But  it  is  now  hitting  its  stride.  It  should  earn  $4.3 
billion  this  year,  predicts  Value  Line,  more  than  MCI, 
Microsoft  and  IBM  combined. 

Wait  a  minute.  Doesn't  AT&T  still  get  80%  to  90%  of  its 
profits  from  the  long  distance  business,  where  it  maintains 
a  67%  share  of  this  $60  billion  market.^  It  does,  but  look 
deeper:  AT&T's  empire  is  today  much  more  than  the 
familiar  wires  and  switches.  Increasingly,  AT&T  is  repackag- 
ing its  network  services  for  different  customers  with 
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features  defined  by  software.  For  example:  "private" 
business  lines  that  aren't  separate  lines  at  all,  merely 
programming  abstractions  that  reserve  network  capacity 
for  certain  users;  the  smart  (800)  service  that  enabled 
Bausch  &  Lomb  to  retrieve  a  lost  order  from  the  ether; 
(700)  numbers  that  follow  you  as  you  move  or  travel. 

With  so  much  calling  capacity  buried  in  the  ground  in 
fiber  optics,  communicating  has  become  cheap,  so  cheap 
that  distance  means  virtually  nothing  any  more  in  deter- 
mining the  cost  of  a  telephone  call.  You  can  route  a  call 
from  Los  Angeles  to  New  York  today  as  cheaply  as  a  call 
from  Los  Angeles  to  San  Diego.  But  if  distance  is  not  the 
issue,  complexity  is.  Today's  information  consumer  is 
connected  to  many  networks  around  the  world:  electronic 
mail  networks,  wireless  voice  and  data  networks,  teller 
machine  networks,  cable  television  networks,  networks  of 
digital  libraries.  "Today  more  than  ever  there's  a  nccil  to 
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integrate  these  networks,"  says  Arno  Penzias,  vice  presi- 
dent of  research  at  AT&T's  Bell  Laboratories. 

Integrating  them — connecting  an  ever  larger  pool  of 
people,  machines  and  databases  to  one  another — is  what 
AT&T  is  dedicated  to.  In  the  fliture  the  network  will  run 
from  person  to  person  rather  than  from  station  to  station. 
That's  what  the  (700)  service  is  all  about.  And  it  must  run, 
seamlessly,  from  people  to  data — data  at  the  end  of  the 
hallway,  in  a  branch  office,  in  an  archive  in  another  city. 

That's  why,  says  Penzias,  "our  vertical  integration  is  a 
far  greater  asset  than  it's  ever  been  in  the-past."  In  plain 
English,  he's  saying  that  AT&T's  ability  to  merge  all  the 
elements — the  fiber,  the  chips  and  the  sofi^vare  to  run 
them — is  what  makes  the  network  valuable. 

Software  is  a  decisive  factor.  At  AT&T's  research  arm.  Bell 
Labs,  60%  of  the  18,000  professionals  are  softrware  people. 
Last  month  AT&T  hired  one  of  the  world's  top  software 
strategists,  David  Stone,  from  Digital  Equipment.  Even 
something  as  humble  as  a  home  answering  machine  from 
AT&T  comes  with  a  31 -page  software  manual. 

Software's'  power  cuts  both  ways,  of  course,  at&t's 
biggest  outage  ever,  in  January  1990,  was  due  to  a 
program  bug.  Still,  AT&T  can  boast  of  a  high  level  of 
reliability.  On  its  busiest  calling  day  ever,  last  June  1 ,  when 
the  airfare  wars  began,  AT&T  switched  177  million  calls  and 
only  2,078  didn't  go  through  on  the  first  try. 

To  make  maximum  use  of  its  communications  network, 
AT&T  is  trying  to  be  a  player  in  every  conceivable  type  of 
communicatidns  terminal.  A  sampling:  a  "neighbor- 
hood" phone  that  extends  the  range  of  a  cordless  phone 
fourfold,  to  a  mile;  a  converter  box  for  the  top  of  the 
television  set,  to  access  and  decompress  up  to  a  possible 
540  cable  channels  (through  a  joint  venture  with  Tele- 


Communications  and  General  Instrument);  a  combina- 
tion home  computer/videogame/TV  for  interactive  mul- 
timedia (through  a  deal  with  3DO,  Time  Warner  and 
Matsushita);  and  a  portable  computer  that  communicates 
without  wires  (through  an  equity  investment  in  Silicon 
Valley  startup  EO). 

AT&T  didn't  get  in  this  catbird's  seat  by  chance.  When 
Chairman  James  Olson  died  suddenly  in  1988  and  Bell 
System  veteran  Robert  Allen  took  over  the  reins,  AT&T 
seemed  adrift.  Long  distance  transmission,  then  65% 
analog,  looked  old-fashioned  alongside  the  all-fiber  digital 
networks  being  promoted  by  Sprint  and  others.  Faced 
with  the  reality  that  its  core  business,  the  long  distance 
network,  had  to  change  to  remain  competitive,  Allen 
wrote  off"  $7  billion  worth  of  copper,  resulting  in  a  $1.2 
billion  loss  for  1988. 

Allen  reorganized  the  company  into  individual  business 
units  to  get  accountability,  and  brought  in  outside  manag- 
ers to  provide  a  different  perspective.  Allen  has  no  chief 
operating  officer  working  under  him.  Rather,  he  has  what 
you  might  call  a  synergy  committee  to  help  run  the 
business.  It  consists  of  Robert  Kavner,  the  AT&T  group 
executive  in  charge  of  communications  products,  NCR 
chief  Gilbert  Williamson,  long  distance  boss  Victor  Pel- 
son,  switch-and-fiber  president  William  Marx,  and  chief 
financial  officer  Alex  Mandl.  When  these  five  get  together 
for  four  days  a  month,  it  is  to  come  up  with  ways  to 
capitalize  on  the  convergence  of  telephony  and  comput- 
ing. The  rest  of  the  time,  they  are  back  running  their  own 
almost  independent  businesses. 

The  results  have  been  impressive.  Take  AT&T's  Business 
Products  outfit,  the  $3  billion-plus  (estimated  1992  sales) 
group  that  sells  office  phone  systems,  including  private 
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switchboards  (pbxs)  and  voice  mail  systems.  After  losing 
hundreds  of  millions  of  dollars  over  the  last  several  years, 
the  division  turned  profitable  late  in  1992.  In  January 
AT&T  made  a  deal  with  personal  computer  network  soft- 
ware king  Novell  to  enable  at&t  switchboards  to  connect 
to  local  area  networks.  "The  only  reason  local  area 
networks  exist  today  is  that  the  pbx  business  in  the  mid- 
1980s  didn't  understand  data,"  says  Kavner.  "Now  we 
understand  it." 

And,  now  that  at&t  knows  its  way  around  data,  its  aim  is 
to  marry  the  intelligence  in  the  office  system  with  the 
intelligence  of  the  telephone  network.  No  longer  will 
there  be  any  sharp  line  dividing  the  business  of  linking 
computers  across  a  hallway  and  the  business  of  linking 
them  across  the  country;  these  will  be  but  two  branches  of 
the  same  network. 

AT&T's  internal  chip  division,  called  AT&T  Microelec- 
tronics, manufactured  solely  for  AT&T  until  1987;  now  it 
sells  to  the  outside  world  40%  of  what  it  makes — every- 
thing from  video  compression/decompression  chips  and 
modem  chip  sets  to  a  custom  chip  that  helped  shrink 
Hewlett-Packard's  new  Kittyhawk  disk  drive  to  the  size  of 
a  credit  card  (see  story,  pajje  92). 

AT&T's  abortive  entry  into  the  mainstream  computer 
business  finally  disappeared  last  year  into  the  $8  billion 
acquisition  of  NCR  Corp.  The  NCR  acquisition — sneered  at 
by  many  experts — has  put  AT&T  solidly  into  a  global 
business  of  selling  computers  designed  to  be  connected  to 
networks,  such  as  networks  of  bank  teller  machines  and 
retail  cash  registers.  AT&T,  which  is  still  largely  U.S.- 
oriented,  is  learning  a  lot  from  NCR's  successes  abroad. 

While  AT&T  was  moving  slowly  but  successfully  from 
telephony  into  computers,  IBM  had  a  far  more  difficult 
time  getting  into  telecomputing  from  the  computing  side. 
IBM  bought  and  then  dumped  Rolm,  the  pbx  maker. 


Earlier,  IBM  sank  more  dian  $1  billion  building  a  satellite 
communications  network  at  precisely  the  time  when  such 
networks  were  being  rendered  obsolete  by  optical  fiber. 
IBM  sold  its  Satellite  Business  Systems  to  MCi  for  stock, 
which  IBM  has  since  unloaded. 

In  a  tasty  bit  of  irony,  IBM  contributed  radio  licenses  to  a 
joint  venture  with  Motorola  called  Ardis,  which  is  a 
nationwide  wireless  data  network,  initially  set  up  to  send 
electronic  messages  to  IBM  service  reps.  Last  year  IBM  and 
Motorola  turned  over  to  AT&T  the  management  of  the 
network  that  comiects  Ardis'  radio  towers. 

Where  does  AT&T's  recendy  announced  deal  to  buy 
voting  control  of  McCaw  Cellular  Communications  fit  in? 
This  move  has  its  cost.  It  has  raised  the  hackles  of  the 
regional  Bells,  which  are  AT&T's  biggest  customers  for 
switches  and  fiber.  Asks  John  Clendenin,  chairman  of 
BellSouth:  "How  do  I  introduce  a  new  feature  or  function 
in  my  cellular  services  that  depend  on  AT&T  switches  when 
I'm  competing  against  an  ai&t  [McCaw]  cellular  system 
in  the  same  community.^"  But  so  important  is  vertical 
integration  to  the  network  of  the  future  that  this  is  a  price 
worth  paying.  For  years  AT&T  has  been  a  big  player  in 
cellular,  in  every  part  of  the  business  except  carrying  calls. 
Last  year  it  became  the  largest  seller  of  cellular  switches 
and  ancillary  equipment  in  the  U.S.  Since  1991  AT&T  retail 
phone  stores  have  been  selling  cellular  phones.  Now  AT&T 
is  a  cellular  carrier  as  well. 

Next  on  the  wireless  agenda:  pushing  the  Federal 
Communications  Commission  to  grant  AT&T  a  pioneer 
preference  to  use  the  microwave  licenses  and  towers  it 
already  owns  for  personal  communications  service,  the 
next  big  play  in  wireless  communication.  This  is  just 
another  variety  of  cellular  service,  using  more  and  smaller 
transmitters  and  a  different  slice  of  the  radio  spectrum.  But 
the  FCC  has  yet  to  allocate  such  frequencies. 
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Beyond  that,  AT&T  wants  to  sell  the  computers  that  will 
link  into  this  network-over-the-air.  At  first  these  will  be  the 
computers  for  the  business  traveler,  the  package  delivery 
truck,  the  repairman,  the  doctor,  the  police  officer.  Even- 
tually, they  will  be  for  anyone  who  wants  to  stay  in  touch. 

With  that  personal  communicator  market  firmly  in 
mind,  AT&T's  engineers  have  designed  a  low-power,  low- 
heat  microprocessor  called  Hobbit.  The  chip  cranks 
through  more  than  13  million  instructions  per  second, 
using  less  than  a  watt  of  power. 

The  engineers  are  off  designing  chips  still  more  power- 
ful, so  that  AT&T  can  weave  video — a  huge  data  hog — into 
vairious  parts  of  its  business.  "It  was  clear  as  we  worked 


The  shortest  distance? 


Grand  Rapids 


§^^ 


Call  A 
Call  B 


Michigan  Bell  central 
switching  office 

I  Michigan  Bell 
tandem  access  switch 

M  AT&T  switch 

Smaller  long  distance 
carrier's  switch 

AT&T  circuit 
MictHgan  Bell  circuit 


Kalamazoo 


It  ain't  fair,  says 
AT&T.  A  plione  call 
from  Kalamazoo 
to  Grand  Rapids, 
using  a  long 
distance  carrier 
other  than  AT&T, 
travels  almost 
entirely  on 
Michigan  Bell 
lines.  If  AT&T 
handles  the  call, 
it  mainly  uses  its 
own  facilities. 
Yet  AT&T  and  its 
competitors  pay 
identical  "access" 
charges. 


AT&T's  market 
share,  as  mea- 
sured by  the  FCC 
in  minutes  of 
network  usage, 
has  stabilized  at 
just  above  60%. 
But  prospects  are 
good  for  AT&T's 
profitability  as 
lower  costs 
boost  overall 
traffic  usage. 


more  closely  together  on  our  video  competencies,  we  had 
applications  across  various  lines  of  the  business,"  says 
Alien.  "Not  VideoPhone  per  se,  but  videoconferencing 
using  our  network  or  bringing  video  down  to  desktops  on 
NCR  personal  computers." 

It's  going  to  be  a  while  before  the  VideoPhone  2500 
and  the  Hobbit  contribute  anything  significant  to  AT&T's 
bottom  line.  But  in  the  immediate  fijture  AT&T  is  assured 
of  a  steady  stream  of  profits. 

First,  AT&T's  biggest  single  expense  item — a  $14  billion 
fee  paid  to  local  telephone  companies  for  access  to  their 
customers — is  dropping.  Federal  regulation  and  competi- 
tion force  AT&T,  in  essence,  to  plow  back  the  savings  in 
access  charges  into  lower  rates.  But  that  generates  more 
traffic  on  the  network,  which  means  additional  revenue 
that  drops  almost  to  the  bottom  line,  says  PaineWebber's 
Jack  Grubman,  a  bull  on  the  stock. 

Second,  long  distance  volume  should  pick  up  this  year 
with  a  litde  help  from  the  economy.  In  1992  AT&T's  traffic 
grew  6%;  this  year  8%  to  10%  growth  is  possible. 

Finally,  giant  corporate  customers,  having  spent  the 
1980s  building  their  own  communications  networks  by 
buying  components  like  leased  lines  wholesale,  are  now 
realizing  that  they  are  better  off  handing  over  the  manage- 
ment of  these  networks  to  carriers  like  AT&T,  British 
Telecom  and  mci.  It's  just  another  way  of  moving  beyond 
selling  fiber  in  the  ground,  which  is  a  commodity  these 
days,  into  selling  business  services. 

AT&T's  market  share  in  the  very  profitable  $7  billion  toll- 
free  number  business  is  73%,  according  to  Yankee  Group, 
a  Boston  research  firm.  MCi  and  Sprint  are  hoping  for  a 
bonanza  this  May  when  customers  with  (800)  lines  can 
switch  long  distance  companies  without  having  to  change 
their  numbers.  But  AT&T  won't  necessarily  be  the  loser. 

Slowly,  too,  legal  restrictions  put  on  AT&T  because  of  its 
huge  size  are  being  removed.  Eight  years  afi:er  it  was  forced 
to  divest  its  local  Bell  phone  companies,  AT&T  is  still  heavily 
regulated.  It  still  has  to  telegraph  its  marketing  decisions 
by  filing  long  distance  prices  in  advance  with  the  FCC,  an 
obligation  MCI  and  Sprint  have  so  far  escaped,  in  spite  of 
AT&T's  strenuous  efforts. 

At  the  same  time,  the  fcc  is  very  gradually  reducing  a  tilt 
in  the  access  fee  formula  that  helps  smaller  carriers  at 
AT&T's  expense  (see  diagram).  The  McCaw  deal  signals 
that  AT&T  may  someday  be  able  to  end-run  the  local 
telephone  utilities  if  access  charges  don't  come  down  fast 
enough.  Thus  does  technology  outflank  clumsy  govern- 
mental efforts  to  interfere  with  progress.  AT&T,  for  its  part, 
is  not  above  asking  Washington  for  proteC'  ionist  favors;  it 
wants  to  strengthen  the  ban  on  the  regional  Bells  from  the 
long  distance  market.  AT&T  will  probably  lose  this  battle 
someday,  but  by  then  it  will  be  defensively  equipped  with  a 
far-reaching  cellular  business. 

Fort)'- five  years  ago  Bell  Labs  invented  the  transistor 
and  thereby  set  in  motion  the  forces  that  are  joining 
telephony  to  computing.  Now,  as  regulatory  limits  are 
becoming  less  constraining,  AT&T  is  finally  set  to  capture 
the  ftiU  benefits  of  that  union.  Old  Ma  Bell,  long  derided  as 
the  ultimate  corporate  bureaucracy,  is  transforming  itself 
into  our  biggest  high-technology  company.  Corporate 
wonders  never  cease.  IH 
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This  German  grocery  chain  seems  to  know  something 
its  U.S.  competitors  don't  know.  That's  why  its 
invasion  of  the  U.S.  has  been  so  successful. 

Bag  your  own 


By  Marcia  Berss 

IT'S  ONLY  9:15  on  a  midweek  morn- 
ing, but  the  parking  lot  of  the  Aldi 
grocery  store  in  a  Chicago  suburb  is 
already  filling  up.  By  10:00  custom- 
ers, their  carts  overflowing,  are  lined 
up  eight  deep  at  the  checkout 
counters.  But  no  one  is  grousing. 
Where  else  can  they  get  a  whole  six- 
pack  of  cola  for  90  cents  or  a  loaf  of 
white  bread  for  25  cents? 

The  U.S.  Aldi  stores  are  privately 
owned  by  Germany's  $21  billion  (es- 
timated worldwide  revenues)  Aldi 
grocery  chain,  which  accounts  for 
13%  of  all  consumer  food  purchases  at 
home  in  Germany.  Aldi  is  owned  lock, 
stock  and  barrel  by  brothers  Theo  and 
Karl  Albrecht,  who  are  worth  around 
$5  billion  (Forbes  July  20, 1992). 

The  Albrechts  run  a  tight  ship.  The 
stores  don't  advertise;  they  aren't 
even  in  the  phone  book.  Stores  are 
located  away  from  costly  real  estate 
such  as  strip  malls.  They  generally 
measure  8,000  square  feet,  one-third 
the  size  of  a  typical  grocery  store. 
Aldi  situates  its  smaller- than -average 
stores  mosdy  in  farm  towns  or  blue- 
collar,  immigrant  or  low-income 
neighborhoods — the  Albrechts  like 
dealing  with  big  working-class  fam- 
ilies that  eat  at  home  and  eat  heartily. 
Unlike  warehouse  chains,  Aldi  does 
not  require  its  customers  to  buy  by 
the  case. 

At  Aldi,  costs  are  ruthlessly  con- 
trolled. A  shopper  could  starve  to 
death  waiting  for  an  employee  to 
answer  a  question.  Checks  and  cou- 
pons are  not  accepted,  and  customers 
bag  their  own  groceries — and  bring 
your  own  bag  if  you  don't  want  to  pay 
4  cents  for  every  Aldi  bag. 

There  are  no  stock  boys  because 
there  are  no  shelves  to  stock.  Goods 
are  sold  out  of  special,  easy-to-open 
cartons.  The  guy  wheeling  a  pallet  of 
canned  vegetables  to  the  sales  floor  is 


probably  the  store  manager.  Aldi 
stores  carry  only  about  600  items 
(most  grocers  have  10,000),  so  cash- 
iers memorize  prices  and  move  faster 
than  scanners. 

Aldi  sells  only  high-volume  items, 
mosdy  canned  produce,  paper  goods, 
snacks,  frozen  foods.  There  are  just 
two  kinds  of  ice  cream,  Aldi's  own- 
label  Neapolitan  or  vanilla.  Limiting 
the  range  of  products  this  way  and 
selling  most  under  its  own  label 
means  that  Aldi  can  cut  prices  even 
below  Wal-Mart — the  low  cost 
benchmark.  One  example:  Aldi's  ap- 


Aldi  grocery  store 
in  suburban  Chicago 
Shuns  costly 
real  estate 
like  major 
intersections 
and  strip  malls— 
but  customers 
know  where  to 
find  the  stores. 


lysts  estimate  Aldi's  net  U.S.  profit 
margins  at  1 .5%  of  sales,  nearly  double 
the  grocery  store  industry  average. 
Aldi's  sales  are  an  estimated  $350  per 
square  foot,  much  higher  than  the 
$275  posted  by  well-run,  full-line 
grocers  like  Winn-Dixie. 

The  Albrechts  like  what  they  have 
going  in  America,  and  American 
shoppers  say  the  feeling  is  mutual. 
The  chain's  U.S.  sales  in  1992  were  an 
estimated  $1.2  billion,  up  from  about 
$780  million  in  1989.  Another  20  or 
so  new  stores  will  be  added  this  year  to 
its  present  total  of  375.  Many  of  those 
will  be  in  the  Midwest,  but  the  Al- 
brechts are  beginning  to  move  Aldi 
eastward,  too. 

The  Albrechts  have  covered  their 
other  flanks  by  buying  an  1 1%  stake  in 
Albertson's,  the  $9.7  billion  (sales) 
food  chain  whose  651  stores  are  con- 
centrated in  the  West  and  South. 
Theo  Albrecht  bought  most  of  the 
stake  in  the  early  1980s  at  an  average 
price  of  about  4Vi  a  share.  In  the  last 
five  years,  Albertson's  has  been  the 
best-performing  grocery  stock  in  the 


pie  juice  sells  for  $  1 .  19  per  64  ounces, 
versus  $1.58  for  Wal-Mart's  private- 
label  offering. 

Aldi  underprices  other  chains  by  a 
bigger  margin.  Its  saltine  crackers  sell 
for  39  cents,  versus  79  cents  at  a  local 
Jewel  grocery  market.  The  discounter 
also  avoids  low-profit  lines  such  as 
$10-a-pack  Pampers  from  Procter  & 
Gamble.  It  buys  private-label  diapers 
for  about  $4  and  sells  them  for  $5. 

The  result  of  low  overhead,  high 
volumes  and  heavy  use  of  private - 
label  goods  is  margins  that  arc  the 
envy  of  most  grocers.  Industry  ana- 


U.S.  Recent  price,  48%,  making  Al- 
brecht's  $60  million  investment 
worth  more  than  $710  million  at 
current  market  value. 

The  brothers  Albrecht  have  suc- 
ceeded in  limited  assortment  selling, 
where  Kroger  and  a&p  tried  and  gave 
up.  The  family  and  the  company  arc 
extremely  reluctant  to  discuss  their 
tactics  and  their  strategy.  Why  let 
competitors  in  on  a  good  thing?  Gro- 
cery store  consultant  Jerry  Pinney  dc- 
scnbes  Aldi  as  "a  hidden  giant,"  and 
the  Albrechts  would  as  soon  keep  it 
hidden.  Mi 
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\bu  hold  your 
child's  hand  when 
she  crosses  the 
street,  you  won't 
let  her  climb  to  the 
top  of  the  jungle 
gym  and  you 
make  her  wear  a 
life  preserver  in 
the  kiddie  pool. 


Have  we  got  a  minivan  for  you. 


Think  of  us  as  very 
over-protective  parents. 
The  Nissan^  Quest"'  is 
one  of  the  few  minivans 
to  meet  1993  Federal 
passenger-car  safety 
standards* 


Front  cornering  lamps  provide  added  side- 
view  illumination  when  turning  at  night. 


We  took  a  very  level-headed  approach  to  safety. 
A  front  stabilizer  bar  helps  keep  the  Nissan 
level  during  cornering  or  lane  changes. 


At  Nissan  we  believe  the  more  durable  a 
car  is,  the  safer  it  is.  For  instance,  to  test 
its  durability,  the  Quest  logged  nearly  one 
million  miles. 
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Nissan  Motor  Corparatwn  in  U.S.A.  Smart  peopln  always  read  the  fine  print. 
And  they  always  wear  their  seal  belts.  *  Except  models  with  privacy  glass. 


By  placing  the  engine 
weight  over  the  drive 
wheels,  our  sophisti- 
cated front-wheel  drive 
provides  added  traction. 


k 


Did  we  mention  the  Nissan 
Quest  conies  with  its  own 
body  guards'?  Steel  side 
door  guard  beams  provide 


added  protection  in  case  of  a 
side  impact.  And  pillar/roof 
reinforcements  increase 
body  rigidity. 


When  it  comes  to 
braking  we  didn't  stop 
with  our  power-assisted 
brakes.  An  optional 
4-wheel  anti-lock 
braking  system  is  also 
available. 


To  us  concerns  about  safety  are  automatic, 
which  is  why  we've  included  front  automatic 
motorized  shoulder  belts.  And  3-point  seat 
belts  are  found  in  outside  positions  in  second 
and  third  row  seats. 


The  Neu' Nissan 


child  safety  lock  has 
".en  wisely  included  on 
le  sliding  side  door. 


A  few  items  on  the 
Nissan  Quest  are 
actually  designed  to 
break  down.  In  a 


frontal  collision,  the 
steering  column  is 
designed  to  collapse 
to  help  prevent  it 
from  intruding  into 
the  passenger 
compartment. 


Quest 


It's  time  to 

expect  more  from 

a  minivan: 


Drive  a  Quest 
by  remote  control. 


All  you  need  to  drive  the  new 
Nissan  Qw^^minivan  is  a  VCR. 

Return  the  coupon  or  call 
1-800-NISSAN-3  and  we'll  send 
you  Quest  Drive.  An  exciting 
driving  experience  on  video- 
tape featuring  remarkable 
innovations  your  whole 
family  will  enjoy  Free. 

But,  hurry.  These 
tapes  may  go  faster  than 
the  minivan  itself. 


The  New  Nissan 


Quest 


NISSAN 


It's  time  to  expect  more 
from  a  minivanr 

1-800-NISSAN-3,  ext.  118 


li 


Yes.  Please  send  me  a  free 
Quest  Drive  videotape. 

Name 
Address 

City/State/Zip 

( ) 

Phone 

vehicles. 


We  have  (number)  _ 

They  are  (make,  model,  year): 


The  vehicles  I  am  considering 
include  (make,  model, year): 


For  additional  information,  please 
call  l-80()-NISSAN-3,  ext.  118. 

Quest  Drive,  c/o  PCCI 
RO.  Box  91-1190 
Commerce,  CA  90091-1190 
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UP  &  COMERS 


EDITED  DY  FUMING  MEEKS 


Steve  Hui  had  big  plans  for  Everex  Systems. 
So  big  that  the  company  is  now  in  Chapter  11 

Deserted 
by  destiny 


By  Julie  Pitta 


8-  Steve  Hui,  Everex 
I  Systems' cofounder 
,|  and  former 
chairman 
Bored  with  his 
iM     core  business, 
he  began 
chasing  dreams. 


"Technology  should  not  be  de- 
pendent on  schedules,"  Steve  L.W. 
Hui  told  a  Forbes  reporter  18 
months  ago.  "I  want  to  build  some- 
thing here  for  destiny." 

No  wonder  Hui  was  feeling  im- 
mortal: He  cofounded  Everex  Sys- 
tems Inc.  in  1983  and  built  the  ibm-pc 
clone  maker  into  a  $400-million-plus 
(sales)  company  in  less  than  eight 
years;  at  the  peak,  in  mid- 1989,  Hui's 
8.5%  of  the  company  was  worth  nearly 
$25  million. 

Hui  took  a  Forbes  reporter  on  a 
grand  tour  of  his  facilities,  saying:  "In 
the  next  five  years  many  pages  will  be 
written  in  the  history  of  the  computer 
industry,  and  more  than  a  few  of  them 
will  be  written  about  Everex." 

In  San  Jose  a  group  of  engineers 
was  at  work  on  developing  a  new 
microprocessor;  another  in  Santa  Ana 


tinkered  with  Unix  software;  and  yet 
another  in  a  storefront  near  the  com- 
pany's Fremont,  Calif  headquarters 
was  developing  a  computerized  draft- 
ing table.  There  were  even  teams  try- 
ing to  clone  the  Apple  Macintosh  and 
Sun  Microsystems'  engineering 
workstations. 

Hui  admitted  that  this  kind  of 
spending  penalizes  earnings.  "It  has 
to  be  one  crazy  CEO  to  do  long-term 
research.  Not  even  my  people  here 
think  I  can  do  this." 

His  own  people  were  right.  Even  as 
he  spoke,  Hui's  Everex  was  weeks 
away  from  reporting  a  $48  million 
loss  on  revenues  of  $425  million  for 
fiscal  1991  (ended  July  31).  While 
Everex  has  yet  to  report  its  fiscal  1992 
numbers,  a  spokesman  says  the  com- 
pany could  report  losses  of  as  much  as 
$120  million  on  revenues  of  around 


$500  million.  On  Dec.  23,  43-year- 
old  Chairman  Hui  resigned.  Two 
weeks  later  Everex's  creditors — who, 
unfortunately  for  Hui,  did  believe  in 
schedules — pushed  the  company  into 
Chapter  1 1  bankruptcy. 

What  canceled  Hui's  date  with  des- 
tiny? Consider  this:  Just  three  years 
ago  Everex  and  Dell  Computer 
Corp. — both  of  which  sell  primarily 
through  telemarketing — were  rough- 
ly the  same  size.  But  Hui  had  already 
grown  bored  with  the  PC  business. 
Destiny,  for  him,  lay  across  the  hori- 
zon. Meanwhile,  Dell,  which  was 
combining  a  solid  product  line  with 
superior  service  and  quick  delivery, 
was  proving  that  the  PC  business 
was  anything  but  boring  (FoRBES, 
Oct.  12,  1992). 

Hence,  when  computer  price  wars 
hammered  the  prices  of  increasingly 
more  powerful  PCs,  from  over  $8,000 
in  1990  to  as  litde  as  $3,000  today, 
Hui  was  left  with  a  bunch  of  little 
research  projects  that  produced  noth- 
ing and  a  moneylosing  clone  business. 
On  the  other  hand,  Dell,  almost  fa- 
natical in  its  concentration  of  re- 
sources on  its  prime  business,  keeps  its 
phones  ringing  off  the  hook  with 
orders.  Thus  Dell  has  attained  econo- 
mies of  scale  that  enable  it  to  cut 
prices  and  yet  maintain  both  service 
and  profit  margins. 

Dell's  market  capitalization  now 
tops  $1.6  billion  and  its  revenues  are 
four  times  Everex's.  Everex's  shares 
fetch  just  pennies. 

Computers  are  a  merciless  busi- 
ness. If  you  stop  running  long  enough 
to  congratulate  yourself — as  Hui 
did — ^you  may  well  find  yourself  tram- 
pled to  the  pavement  by  people  com- 
ing up  from  behind. 

Robert  Teal,  a  director  on  Everex's 
board  since  1987,  remains  optimistic. 
He  says  that  turning  the  company 
around  will  simply  be  a  matter  of 
concentrating  on  its  core  business. 
And  what  business  would  that  be?  "A 
lot  of  analysis  needs  to  be  done  before 
we  figure  out  what  Everex's  core  busi- 
ness is."  When  asked  the  same  ques- 
tion, Everex  cofounder,  and  now 
chairman,  John  Lee  has  a  similar  an- 
swer. "The  company's  core  business? 
Hmmm.  I'm  not  sure  how  to  answer 
you  there." 

Dell  had  that  one  figured  out  a  long 
time  ago.  ■■ 
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THE  ONLY  NAME  YOU  NEED  10  KNOW 
IN  OFFICE  EQUIPMENT. 


i-jmrvmAi:>A 


kx-p2bl4 


A  PLAIN-PAPER  LASER  FAX 
THAT  WON'T  KEEP  YOU  WAITING. 


The  Panafax*  UF-766— a  plain  paper  laser  fax  for  the  demanding  department 
with  no  time  to  waste.  With  its  super  fine  laser  print  quality  and  full  dual  access, 
users  can  fax  even  while  the  machine  is  sending  or  receiving. 

How  busy  are  you?  Note  its  3 -second  quick -scan,  6 -second  transmission 
speed*,  50-page  upgradable  memory*,  and  two  paper  cassettes. 

The  Panafax  UF-766.  Another  demonstration  of  our  approach  to  office 
automation:  creating  products  that  do  a 
little  more,  and  cost  a  little  less. 

More  information?  For  printers, 
computers,  monitors  and  peripherals, 
call  1-800-742-8086;  for  facsimiles, 
copiers  and  typewriters, 
1-800-843-0080,  ext  4016 

*  All  references  to  memory  capacity  and 
transmission  speed  are  based  on 
CCITT  Test  Chart  No.  1.  The  UF-766 
uses  a  CCITT  14.4  Kbps  modem. 
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THE  UP  &  COMERS 


EDITED  BY  FUMING  MEIKS 


The  men  and  women  of  the  Shapira  family  have  lined 
up  on  different  sides  in  a  nasty  cousinly  struggle  over  the 
future  of  the  maker  of  Heaven  Hill  bourbon. 

Kentuct^  feud 


By  Carol  M.  Cropper 

He-WEX  Hill  Distilleries,  Inc., 
America's  largest  family-o\\'ned  dis- 
tillery, is  caught  in  the  kind  of  squab- 
ble that  has  caused  many  another 
family  firm  to  lose  its  independence. 
Four  female  heirs  to  this  SI 74  million 
(fiscal  1992  revenues)  company  are 
fighting  the  male  heirs  who  run  it. 
The  women  want  to  sell  out.  They 
claim  their  male  cousins  pay  them 
paltn-  dividends  and  ignore  their 
questions  about  the  company. 

Situated  in  bucolic  Bardstown,  Ky., 
the  distiller  of  traditional  Kentucky 
bourbon  whiskey,  and  distributor  of 
vodka,  scotch  and  other  liquors  was 
founded  in  1935  by  five  Shapira 
brothers,  sons  of  a  Polish  immigrant 
who  made  his  start  around  the  turn  of 
the  centun'  hawking  goods  from  a 
horse-drawn  wagon  he  drove  around 
rural  Kentuck\\  The  five  brothers 
(only  George,  88,  is  still  alive)  pro- 
duced two  male  heirs — Max  and  Har- 
n^ — and  five  female — Miriam  Ostroff, 
Geri  Morguelan,  Marilyn  Sayetta, 
Phyllis  Parish  and  Ellen  Miller. 

The  seven  inherited  their  fathers' 
stakes  in  more  or  less  equal  amounts, 
but  the  males  were  put  in  charge. 
George  remains  president,  but  Max, 
49,  a  Hanard  M.B.A.  and  onetime 
Morgan  Guaranty'  officer,  runs  the 
distillen'.  Max's  cousin  Harr\',  45,  is  a 
director  and  a  vice  president.  Though 
major  shareholders,  the  women  have 
had  no  part  in  management.  When 
Miriam  Ostroff"  asked  for  a  job  at  the 
distillen'  ten  years  ago,  she  got  a  pat 
on  the  head  and  was  told  to  go  away. 

She  won't  go  away.  "We've  got  an 
asset  that's  worth  a  lot  of  money," 
Ostroff"  says.  "We  would  like  to  be 
able  to  sell  it.  Max  is  doing  eventhing 
to  prevent  us  from  doing  it."  A  mi- 
nority' shareholder  filed  a  lawsuit  seek- 
ing financial  information  she  says  she 
needs  to  properly  market  her  stock. 


OstroflPs  husband,  a  director,  also 
sued  for  information.  Management 
argues  such  details  are  confidential 
and  would  harm  Heaven  Hill  if  a\'ail- 
able  to  competitors.  A  lower  court  has 
agreed.  The  cases  are  before  the  Ken- 
tucky' Court  of  Appeals. 


Cousins  Marilyn 
Sayetta  (left)  and 
Miriam  Ostroff 
Fighting  tlieir 
Kentucky  kin 
over  a  product 
older  than 
the  state. 


Just  how  much  is  the  distillery 
worth?  A  1991  e\'aluation  done  by  a 
Louisville  firm  and  paid  for  by  the 
company  valued  Heaven  Hill  at  $75 
million — about  12  times  net  earnings 
of  $6  million.  In  the  1992  fiscal  year, 
family  members  split  $574,000  in 
dividends.  The  rest  was  plowed  back 
into  the  distillen'. 

"We're  getting  a  less  than  1%  rate 
of  return  on  the  fair  market  value  of 
the  stock,"  the  53-year-old  Ostroff" 


fumes.  "Nobody  in  their  right  mind 
gets  that  low  a  rate  of  return." 

Two  years  ago  management  of- 
fered the  women  S22.6  million  for 
their  48.3%  interest — an  oflfer  that 
would,  in  eff"ect,  value  the  whole  com- 
pany at  a  bit  over  $46  million.  No 
thanks,  the  women  responded.  They 
have  heard  rough  estimates  ranging 
from  S90  million  to  $175  million. 
They  say  Bear,  Stearns,  for  instance, 
estimated  the  company  was  worth  at 
least  $  1 00  milUon  in  1990 . 

Max  Shapira,  in  a  deposition  taken 
in  one  of  the  lawsuits,  accuses  the 
investment  bankers  of  bamboozling 
his  female  cousins  by  coming  up  with 
"ludicrous"  estimates  in  an  eflfort  to 
get  business. 

Of  the  five  female  cousins,  only 
one — Max's  sister  Ellen  Miller — sides 
with  management.  The  management 
side  owns  47.1%  of  the  stock — slight- 
ly less  than  the  four  nonmanagement 
cousins.  Almost  4%  of  the  stock — the 
swing  vote — is  in  a  trust  set  up  for  the 
equal  benefit  of  Ostroflf  and  her 
brother,  Harr}^  The  catch  is  that  the 
swing  votes  are  eff"ectively  controlled 
by  the  males.  In  a  third  lawsuit,  the 
women  are  fighting  for  control  of  this 
swing-vote  block. 

Ostroff^  argues  Heaven  Hill  would 
be  wise  to  sell  out  while  there  is  still 
time.  U.S.  sales  of  hard  liquor  have 
dropped,  and  the  distillen'  business 
has  consolidated.  "If  we  are  the  last  or 
one  of  the  last  of  the  small  ones,  we're 
going  to  have  to  compete  against 
these  big  conglomerates,"  she  says. 

But  her  managerial  cousins  must  be 
doing  something  right:  Heaven  Hill's 
revenues  have  risen  from  $84  million 
in  1986  to  more  than  $174  million 
last  fiscal  year.  Sales  of  its  Evan  Wil- 
liams, Elijah  Craig  and  Heaven  Hill 
bourbon  have  done  well  thanks  in 
part  to  aggressive  overseas  marketing 
and  to  Heaven  Hill's  practice  of  sell- 
ing to  distributors  while  the  liquor  is 
still  aging.  That  strategy,  not  followed 
by  other  distillers,  allows  Heaven  Hill 
to  book  re\'enues  before  the  inventor)' 
is  actually  shipped. 

Max  and  Harn,'  apparently  have 
decided  that  numbers  speak  louder 
than  words.  Max  Shapira  responds  to 
his  cousins'  complaints  with  a  tart: 
"Sticks  and  stones  may  break  my 
bones  but  words  will  never  hurt  me." 

But  angry  cousins  could.  Hi 
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i  N  THE  WARM  TROPICAL  WAlEl 

I '  Miami,  there  is  a  community 

I     UNLIKE  ANY  IN  THE  WORLD. 

I      Once  the  splendid  winter  estate  of  the 
I  ,'anderbilts,  Fisher  Island  has  become  one  of 
I  he  world's  most  celebrated  communities.  With 
I  ovely  residences  on  the  ocean  and  Biscayne  Bay, 
I  t  offers  championship  golf,  tennis  on  clay,  grass 
I   nd  hard  courts,  an  international  spa,  two  marinas, 
I  !;ourmet  and  casual  dining  in  se\  en  restaurants,  a 
I  ;iearly  mile-long  Atlantic  beach,  dinner  theater, 
I  hops  and  supreme  privacy  and  security-all  just 
I  minutes  by  private.. ferry  from  cosmopolitan  Miami. 
I       Fisher.'fsland, 
i       Fishjsr  Island,  Florida  33109 
i      (305)  535-6071  /  Toil-Free  (800)  624-3251. 
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Residences  from  $800,000  to  $6,000,000. 
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.  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-711  to  716.  Registration  does  not  <soasti(Mfijtn  endantment  of  the  merits  or  value  of  the  project.  Obuin  and 
ad  the  New  Jersey  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  wheiesuch  as  offering  may  not  lawfully  be  made.  Equal  Housing  Opportunity. 


You've  heard  plenty  about  both  the  health  care  crisis 
and  the  problem  with  plaintiff  lawyers.  Here's  one  way 
they  intersect  in  Albuquerque. 

The  land  of 
bombai*dment 


By  William  P.  Barrett 

As  TRAFFIC  ACCIDENTS  GO,   this   One 

wasn't  much.  The  car  I  was  driving  in 
Albuquerque,  N.M.  was  waiting  for  a 
red  light  to  change.  A  city  bus,  which 
had  stopped  behind  me,  suddenly 
lurched  forward — going  maybe 
2mph — and  rear-ended  my  car.  Al- 
though the  accident  crumpled  my 
bumper,  no  one  appeared  hurt  in  the 
slightest.  The  bus  driver,  who  told 
police  his  foot  had  slipped  off  the 


brake,  wasn't  even  ticketed. 

The  real  action  came  a  few  days 
later.  I  started  getting  besieged  by 
phone  calls  and  letters  on  behalf  of  a 
half-dozen  chiropractors,  some  of 
whom  have  made  repeated  solicita- 
tions. Their  basic  pitch:  Come  in  for  a 
free  exam  and  X  ray.  Further  treat- 
ment won't  cost  you  anything. 

Dr.  Jack  L.  Love,  for  instance,  car- 
ingly  advised  in  a  letter,   "If  your 


vehicle  was  damaged  during  your  ac- 
cident, it  is  likely  you  will  need  profes- 
sional care  for  whiplash."  Dr.  Ted 
CofFman,  who  heads  Allied  Physi- 
cians Clinics,  was  kind  enough  to  send 
a  "gift  certificate"  good  for  one  free 
visit.  Plus  this  helpfLil  warning  in  an 
accompanying  brochure,  "Do  not 
rule  out  the  possibility  you  may  have  a 
hidden  injury." 

How  had  all  these  solicitous  practi- 
tioners found  mer  Seems  that  Albu- 
querque accident  reports  become 
public  record  after  a  few  days,  avail- 
able to  anyone  who  shows  up  at  the 
police  department.  Each  morning, 
competitive  runners  gather  the 
names— a  fistfight  once  broke  out 
over  who  was  first  in  line — and  the 
phone  calls  soon  follow.  I  got  three  in 
51  minutes. 

One  was  from  a  woman  named 
Frances  who  described  herself  as  a 
"medical  consultant"  to  a  chiroprac- 
tor. She  called  twice.  Minions  of  Dr. 
Coftrnan  contacted  me  by  both 
phone  and  mail.  A  woman  telephone 
marketer  named  Robie  finally  provid- 
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Mitsubishi  Electronics  Forms  The  Perfect  Diamond. 


The  new  DiamondTel®  22X 
is  so  small,  so  light,  you'll  barely 
notice  its  presence. 

But  advanced  engineering 


by  Mitsubishi  Electronics  has 
made  this  micro-portable  one 
of  the  most  desirable  cellular 
phones  you  could  own. 
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ed  the  clue  to  all  this  ambulance 
chasing.  Why,  I  asked,  would  she 
contact  someone  so  clearly  involved 
in  such  a  minor  accident?  "Well,"  she 
blurted  out,  "the  report  said  you  were 
not  at  fauh."  Not  at  fault?  What's 
that  got  to  do  with  proper  medical 
treatment? 

I  found  out  what  it  had  to  do  with  it 
when  I  checked  the  docket  of  the  local 


federal  court — situated,  aptly 
enough,  on  Gold  Avenue.  Here  was  a 
pending  lawsuit  challenging  a  recent- 
ly enacted  New  Mexico  ban  on  direct- 
mail  solicitation  by  lawyers.  Witnesses 
in  the  case  described  the  cozy  rela- 
tionship between  some  New  Mexico 
lawyers  and  chiropractors. 


In  sworn  statements,  two  former 
employees  of  Dr.  Coffman  testified  he 
would  steer  patients  with  claims 
against  an  insurance  company  only  to 
lawyers  who  agreed  in  writing  to  pay 
his  chiropractic  bills — no  questions 
asked  about  the  billed  amount.  This 
was  called  a  "letter  of  protection." 
According  to  testimony,  M.  Terrence 
Revo,  the  Albuquerque  lawyer  chal- 
lenging the  lawyer-solicitation  ban  on 
free-speech  grounds,  used  to  get  cases 
from  Coffman  but  got  chopped  off 
the  referral  list  when  he  failed  to  live 
up  to  his  protection  letter. 

None  of  this,  especially  chiroprac- 
tor cold-calling,  appears  to  be  illegal 
under  New  Mexico  law.  Exasperated 
state  regulators  call  the  practices  "un- 
ethical." All  of  it  drives  up  every- 
body's health  care  costs. 

Several  weeks  after  the  accident, 
I'm  still  feeling  just  fine.  The  calls  and 
letters  have  stopped.  But  when  the 
Clinton  Administration  starts  grap- 
pling with  health  care  reform,  it  might 
take  a  good  look  at  legal  practices  as 
well  as  at  medical  practices.  Hi 
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er  are  the  latest  of  many 
ires.  And  when  you  cradle 
tiny  phone  in  your  hand, 
i<  II  wonder  how,  at  only 
mnces,  it  can  deliver  a  full 


hour  of  talk  time  (or  2V2  hours 
with  the  high-capacity  battery). 

And  while  you're  shopping 
for  diamonds,  be  sure  to  look  at 
the  DiamondTel  M-H  mobile 


and  92T  transportable  phones. 
For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 

ADiamondlel^ 


©1993  Mitsubishi  Electronics  America,  Inc.  800  Biermann  Court,  Mount  Prospect,  IL  60056. 


ON  THE  DOCKET 


Despite  tort  reform,  Alabama  juries  continue 
to  hand  out  multimillion-dollar  verdicts. 

Umreformed 


By  David  Frum 

WHAT'S  THE  woiiST  PLACE  in  America 
in  which  to  be  a  civil  defendant?  There 
is  a  lot  of  competition  for  this  par- 
ticular booby  prize,  but  some  unhap- 
py Alabamans  think  that  it  belongs 
to  them. 

Over  the  past  five  years  Alabama 
juries  have  awarded  more  than  half  a 
billion  dollars  in  punitive  damages, 
despite  a  tort  law  meant  to  curb  them. 
In  a  1988  Macon  County  case,  for 
instance,  $5  million  in  punitives  was 
stacked  atop  $1,000  actual  damages. 
In  a  1989  Baldwin  County  case,  $10 
million  in  punitives  was  piled  on 
$21,000  in  actual  damages.  And  $2 
million  in  punitive  damages  was 
charged  on  $254.50  in  actual  dam- 
ages in  a  Chambers  County  case  just 
this  past  September.  It's  awards  like 
these  that  move  Alabama  State  Sena- 
tor Walter  Owens  to  blast  his  home 
state  as  "the  worst  state  in  America 
for  punitive  damages." 

Alabama  thought  it  had  - 

solved    this     problem    in  ^"t 

1987.  A  package  of  tort  re-     -^-:;^. 
form  laws  adopted  that  year  ~^ 

capped  punitive   damages   in        ^ 
most  cases  at  $250,000,  dam-  w*^ 
ages  for  pain  and  suffering  in  medi- 
cal malpractice  cases  at  $400,000, 
and  malpractice  damages  for  wrong- 
fill  death  at  $1  million.  It  restricted 
plaintiffs'  choice  of  venue,  preventing 
them  from  shopping  for  the  most 
permissive  court.  And  it  offered  de- 
fendants new  protection  against  frivo- 
lous   suits:    Before    1987    Alabama 
judges  had  been  required  to  let  tort 
actions  go  to  trial  if  the  plaintiff  could 
offer  even  a  "scintilla"  of  evidence  for 
his    claim;    the    new    laws    required 
judges  to  release  defendants  unless 
the  plaintiff  could  present  "substan- 
tial evidence"  for  his  claim. 

The  early  results  were  promising. 
Between  1982  and  1989,  malpractice 
premiums  charged  by  Alabama's  lead- 
ing insurer  of  obstetricians  and  gyne- 


cologists quadrupled,  from  $10,324 
to  $43,118.  The  rate  of  increase  since 
1989,  after  the  new  law  went  into 
effect.^  Virtually  zero. 

That's  the  good  news.  The  bad 
news  is  Alabama's  Supreme  Court  has 
steadily  whittled  away  at  the  reforms. 
It  struck  down  the  ceiling  on  malprac- 
tice awards  in  1991 .  It  has  limited  the 
power  of  courts  of  appeal  to  review 


punitive  damage  awards.  It  has  said 
that  plaintiffs  can  recover  punitive 
damages  even  when  they  claimed  no 
actual  damage.  Worse  may  be  to 
come.  Led  by  Chief  Justice  Sonny 
Hornsby,  a  past  president  of  the  Ala- 
bama trial  lawyers  association,  a  6-3 
pro-plaintiff  majority  has  dominated 
the  court.  The  court  could  use  one  of 
two  cases  now  before  it  to  abolish  the 
punitive  damage  cap  altogether. 

Alabama's  juries  seem  to  have  got- 
ten the  high  court's  message.  In  22 
large  punitive  damage  awards  last 
year,  juries  gave  away  a  total  of  more 


than  $123  million,  despite  the 
$250,000  cap.  Twenty-two  of  the 
largest  punitive  damage  awards  in 
1988  were  worth  less  than  half  that 
amount. 

The  Supreme  Court  of  the  United 
States  appears  to  regard  Alabama's 
punitive  damages  as  especially  out  of 
control.  The  Court  chose  an  Alabama 
case.  Pacific  Mutual  Life  Insurance 
Co.  V.  Haslip,  as  an  opportunity  to 
rule  last  year  that  excessively  large 
punitive  damages  could  indeed  be 
unconstitutional.  The  Court  went  on, 
however,  to  say  diat  the  award  at  issue 
in  Haslip,  an  award  200  times  larger 
than  the  plaintiff's  out-of-pocket 
losses,  was  not  unconstitutional — -be- 
cause, the  Court  said,  Alabama  jury 
verdicts  were  subject  to  rules  that 
protected  defendants.  With  each  new 
Alabama  Supreme  Court  decision, 
however,  diose  rules — and  the  U.S. 
Supreme  Court's  reasoning — be- 
come wobblier. 

Birmingham  defense  lawyer  Stan 
Starnes  says  that  what  upsets  Alabama 
defendants  most  is  not  the  size  of  the 
awards  against  them  but  doubts  that 
they  will  be  treated  fairly  by  judges — 
doubts  fueled  by  Alabama's  meth- 
ods of  picking  those  judges.  Ala- 
bama judges  are  nominated  by 
political    parties    and    then 
elected  on  a  partisan  ballot. 
And    their    campaigns    are 

J  largely  paid  for  by  the  lawyers 
who  appear  before  them.  Under 
Alabama  law,  leftover  cam- 
paign funds  can  be  spent  on  just 
about  anything. 

For  instance,  the  two  Supreme 
Court  justices  who  faced  contest- 
ed   reelections   in    1992,   pro- 
plaintiff  Democrats  Reneau  Al- 
mon  and  Janie  Shores,  raised  nearly 
$500,000  each,  somewhere  between 
half  and   three-quarters  of  it  from 
plaintiff  lawyers.  Both  Shores  and  Al- 
mon     won     handily.     Shores     has 
$  1 82,000  remaining  in  her  campaign 
fund.  Almon  has  $90,000  in  his.  Not 
bad  little  nest  eggs. 

By  all  accounts,  Almon  and  Shores 
are  good  and  honest  judges.  But  with 
judges  raising  money  from  plaintiffs' 
lawyers  and  juries  handing  out  puni 
tive  damage  awards  out  of  all  propor- 
tion to  actual  damages,  Alabama  is 
getting  to  be  a  mighty  frightening 
place  to  do  business.  Mi 
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Dear  President  Clinton, 

Welcome  To  The 
Ultimate  Home  Office. 


From  The  Ultimate 
Home  Office  Products  Company. 

Best  wishes  from  Brother  International  Corporation,  manufacturers  of  fine  office  and 

home  office  products  including  WhisperPrint™  word  processors,  IntelliFax®  fax  machines  with  the 

exclusive  ACS™  Anti-Curl  System  and  ThermaPlus™  fax  paper,  the  P-Touch  family  of  electronic 

labeling  systems,  electronic  typewriters  and  computer  printers. 


We're  at  your  side. 


BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane,  Somerset,  NJ  08875-6714 


THE         FERRAFk 


Lincoln  Town  Car  came  in  first.  ■  It  wasn't  a  contest  of  speed.  Or  qi  cornering.  It  was  a  contest  of  desirabil 
In  a  USA  TODAY  Dream  Car  reader  pollt  Americans  named  Lincoln  Town  Car  the  automobile  they  would 
most  like  to  own,  if  money  were  no  object.  They  recognized  Town  Car  as  nothing  less  than  what  it  is: 
an  exceedingly  spacious,  uncompromisingly  comfortable  and  extraordinarily  smooth-riding  automobile. 
■  To  achieve  world-class  desirability,  Lincoln  engineers  combined 
a  smooth  electronic  transmission  and  powerful 


overhead-cam  V-8  engine 


with  a  body/frame  design 


that  isolates  sound  and 


reduces  vibration.  The  result:  Town  Car  not  only  is  a  dream  machine... it  also  drives  like  one.  ■  To  this 


Lincoln  engineers  added  standard  driver  and  right-front  passenger  air  bagst*  standard  four-wheel  disc 


anti-lock  brakes  and  optional  traction  assist.  ■  For  more  information,  visit  a  Lincoln  dealer  or  call 
1  800  446-8888.  Driving  a  Lincoln  Town  Car  may  seem  hke  a  dream.  But  owning  one  can  be  a  reality 


•Based  on  a  February  1991  USA  TODAY  reader  poll.  ••Supplemental  Restraint  System  Always  wear  your  safety  belt. 
LINCOLN-MERCURY  DIVISION  (^^^^  Buckle  up— together  we  can  save  lives: 
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LINCOLN    TOWN    CAR 

WHAT  A  LUXURY  CAR  SHOULD  BE 
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As  sex  was  a  taboo  subject  with  the  Victorians, 
so  with  us  is  the  subject  of  group  differences  in  IQ. 


Gambler  Dan 


By  Peter  Brimelow 

Daniel  T.  Seligman  is  dis- 
tracted. He  is  frequendy 
distracted.  His  small,  slim 
figure  can  often  be  seen 
moving  distractedly 

through  Fortune  maga- 
zine's corridors  like  a  shy, 
slighdy  austere  version  of 
Alice  in  Wonderland's 
White  Rabbit,  preoccupied 
by  his  popular  "Keeping 
Up"  column. 

But  today,  secure  in  his 
Upper  East  Side  Manhat- 
tan apartment  burrow 
where  he  works,  Seligman's 
distraction  has  a  surprising- 
ly unscholarly  cause:  gam- 
bling. He  is  banker  for  a 
syndicate  that  is  attempting 
to  "pick  six" — select  six 
winners  in  a  row — at  New 
York's  Belmont  Racetrack. 

Gambling,  in  many 
forms,  is  a  passion  with  Se- 
Ugman.  The  210-megabyte 
computer  in  his  home  of- 
fice contains  a  meticulous 
cumulative  record  of  his 
winnings  and  losses  over 
several  years.  Chiefly  losses 
at  the  moment,  despite  rea- 
sonable winnings  on  the 
presidential  election.  "It's 
been  a  bad  year,"  he  says 
wryly. 

Now  Seligman  is  making 
a  different  sort  of  gamble, 
potentially  career-wrecking  ^^^H 
for  anyone  without  his  pro- 
fessional status  and  scniorit\^  (At  68, 
in  his  forty-third  year  with  Time 
Warner  and  his  seventeenth  year  of 
"Keeping  Up,"  he's  technically  re- 
tired and  on  contract.)  In  A  Question 
of  Intelligence:  The  IQ  Debate  in 
America  (Birch  Lane  Press,  $16.95), 
Seligman  defies  one  of  the  most  pow- 
erfiil  contemporary  taboos.  He  re- 
ports, clearly  and  calmly,  the  mount- 
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Author  Daniel  T.  Seligman 
Gambling  with  a  powerful  taboo. 


ing  scientific  evidence  that  human 
intelligence: 

■  can  be  measured; 

■  matters,  a  lot; 

■  differs  by  heredity  (50%  to  80%); 

■  (most  controversially)  differs,  on 
average,  among  various  groups,  sucii 
as  races. 

Seligman  says  the  modern  taboo 
against   discussing   intelligence    and 


race  can  be  compared  only  with  the 
Victorians'  repressiveness  about  sex. 
He's  nearly  been  repressed  alrcad\ 
Whittle  (Communications  originalK 
commissioned  his  book  but  backed 
ort",  although  paying  the  full  fee,  ap- 
parently because  it  feared  repercus- 
sions in  the  school  market.  Seven 
major  publishers  declined  the  manu- 
script thereafter. 

Forbes  ■  February  1,  199v^ 


And  tliis  taboo  has  led  to  an  ex- 
raordinary  paradox.  Seligman  points 
o  an  exhaustive  survey  by  Mark  Sny- 
lerman  and  Smith  College's  Stanley 
.^othman,  published  in  1988  as  The 
IQ  Controversy,  that  documented 
low  all  the  above  points  are  regularly 
denied  in  the  popular  media  but  si- 
nultaneously  quietly  accepted  by  the 
najority  of  experts,  such  as  behavioral 
geneticists  and  cognitive  scientists. 

The  conventional  objection  to  IQ 
tests:  They  are  inevitably  "culturally 
biased."  But  Seligman  reports  that 
during  the  1980s  scientists  decisively 
refuted  this  claim  in  several  ways.  For 
example,  the  University  of  Minneso- 
ta's massive  survey  of  separately 
reared  identical  twins  has  found  un- 
canny similarity  in  their  iQs,  and  many 
other  characteristics,  despite  extreme 
and  even  bizarre  variations  in  their 
environments.  (In  one  case,  the  twins 
were  raised  respectively  as  a  Hitler 
Youth  member  and  as  an  observant 
Jew.)  Similarly,  the  work  of  Berkeley's 
Arthur  Jensen  suggests  that  iQ  is  di- 
recdy  correlated  with  objective  mate- 
rial realities,  such  as  fast  reaction  time 
and  various  physical  processes  widiin 
the  brain  itself. 

There  is,  of  course,  no  mystery  in 
the  widespread  denial  about  IQ.  It  has 
offensive  implications  in  a  society 
based  on  the  commendable  proposi- 
tion that  all  men  are  created  equal  so 
far  as  their  rights  are  concerned.  IQ, 
however,  is  not  about  rights;  it  is 
about  ability. 

Forbes:  You  report  that,  on  average, 
identical  twins  are  5  points  lower  in  IQ 
than  single  births,  and  this  may  be 
why  there  have  been  relatively  few 
prominent  identical  twins.  Well,  I'm 
an  identical  twin.  If  I  tell  you  I  find 
this  offensive,  your  answer  would  be 
(a)  it's  true  on  average,  not  for  every 
individual  and  (b)  too  bad.> 
Seligman  (prerhaps  demonstrating 
why  he  is  uncomfortable  doing  radio 
talk  shows):  Yeah. 

Twins  are  not  a  political  issue  (yet). 
But  blacks  and  other  minorities  em- 
phatically are.  Seligman's  figures 
show  that  American  blacks  have  con- 
sistendy  tested,  on  average,  about  15 
to  18  points  below  American  whites, 
who  average  102. 

Seligman  does  not  argue  that  tiiis 
means  any  white  you  stop  in  the  street 
will  be  necessarily  smarter  than  any 


black.  Group  averages  tell  nothing 
about  individuals.  Blacks  score  at  all 
ability  levels,  including  the  very  high- 
est. Inciividual  black  scores  as  high  as 
200  have  been  recorded.  There  are 
about  5  million  American  blacks  who 
score  above  the  white  average. 

And  for  those  who  still  believe  in 
white  supremacy,  Seligman  has  bad 
news:  On  average  whites  score  lower 
in  IQ  tests  than  East  Asians. 

So  why  drag  all  this  into  the  open  at 
a  time  when  reasonable  people  want 
better  race  relations?  Seligman's  an- 
swer: Since  IQ  is  a  good  measure  of 
potential  job  performance,  it  cannot 


be  ignored  in  hiring  and  promotion, 
as  affirmative  action  quota  policies 
dictate.  He  suggests  that,  in  attempt- 
ing to  ensure  equal  representation  at 
ever\^  level,  public  policy  may  be  on  a 
collision  course  with  realit)\ 

Intelligence  in  a  population,  Selig- 
man points  out,  is  distributed  in  a 
"normal"  or  bell-shaped  curve 
around  the  average,  or  median,  score. 
The  further  from  the  median,  the 
more  dramatically  the  number  of  in- 
dividuals in  that  range  shrinks. 

Thus  an  IQ  level  of  1 1 5  is  consid- 
ered the  threshold  for  top  managerial 
and  professional  jobs.  Only  about 
16%  of  whites,  or  about  30  million, 
score  at  or  above  it.  There  are  many 
individual  blacks  in  that  range.  But 
their  proportion  of  the  total  black 
population  is  smaller,  because  the  115 


threshold  is  fijrther  from  the  black 
median  iq. 

Seligman  cites  University  of  Dela- 
ware sociologist  Linda  Gottfredson's 
work:  "It  suggests  that  the  distribu- 
tion of  income  and  occupations  may 
already  be  about  what  the  IQ  numbers 
would  predict." 

"The  black-white  IQ  gap  is  only  one 
chapter  out  of  15  in  the  book,"  Selig- 
man says.  But,  hf  adds  resignedly, 
"It's  what  people  really  want  to  talk 
about." 

Among  the  issues  discussed  in 
those  other  14  chapters:  the  potential 
productivity  gains  if  testing  were 
more  widely  used  (enormous,  per- 
haps as  much  as  1%  to  2.5%  of  gnp); 
the  slippage  of  IQ  with  advancing 
years  (perhaps  more  than  20  points 
from  age  25  to  age  60);  and,  unex- 
pectedly, that  love  is  not  blind  (the  iQs 
of  husbands  and  wives  correlate  as 
closely  as  the  iQs  of  siblings). 

Then  there's  the  case  of  East  Asians 
and  Jews.  Both  score  significantly 
above  the  white  average.  But  in  quite 
dififerent  ways — East  Asians  are  more 
spatial,  Jews  more  verbal. 

Seligman  has  this  fact  handy  if  (and 
when)  he  is  accused  of  Nazism.  "I'm 
not  aware  that  the  Nazis  were  inter- 
ested in  IQ  testing.  It  would  have 
shown  that  what  they  called  an  inferi- 
or race  was  actually  superior." 

Even  more  unexpected,  Seligman 
says,  twin  studies  seem  to  show  a 
strong  genetic  component  in  political 
attitudes.  He  normally  ascribes  his 
own  politics  to  the  philosopher  Sid- 
ney Hook,  with  whom  he  studied  at 
New  York  University.  But  this  finding 
has  made  him  think  anew  about  his 
father,  son  of  a  Jewish  immigrant 
from  Lithuania,  who  he  says  was  "the 
only  Republican  in  the  fijr  business." 

Seligman's  mother  was  an  Irish 
Catholic  in  the  days  when  mixed  mar- 
riages were  rare.  He  him  self  has  been  a 
discreetly  devout  atheist  since  the  age 
of  9.  Seligman  and  his  wife  of  39 
years  have  two  children  and  four 
grandchildren,  the  most  recent  two 
adopted  Guatemalan  boys. 

Gambling  at  Belmont  is  one  thing. 
Isn't  gambling  by  taking  on  this  for- 
bidden subject  something  else.> 

As  a  battle-scarred  columnist,  Se- 
ligman laughs  grimly.  "You  get  worse 
mail  when  you  attack  the  feminists," 
he  says.  ^ 
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There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

•  Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 

Over  the  past  10  years  we've  become  an 
insurance  company  with  $12  billion  in  assets  under  man- 
agement. We've  grown  by  embracing  the  ageless  basics 
of  common  sense  and  simplicity  and  bringing  them  into  a 
new  age  of  technology  and  management. 

This  has  allowed  us  to  centralize  and  streamline 
operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 
most  cost-effective  means  of  distribution.  And,  allowed  us 
to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 
be  tomorrow. 


©  1992  Conseco,  Inc 
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Want  a  postage-stamp-size  piece  of  the  U.S.? 
Apparently  many  Chinese  do. 

A  cheap  ticket 
tothe 
promised  land? 


By  Nina  Munk 

At  ABOUT  $30  a  crack,  Scott  Moger, 
50,  former  motion  picture  and  televi- 
sion marketing  man,  is  selling  chunks 
of  America.  The  idea  is  both  new  and 
as  old  as  the  hills. 

Flash  back  13  years  to  Brooklyn, 
N.Y.,  where  Moger's  parents  were 
cleaning  out  their  closets.  Among  the 
old  baseball  cards  and  other  treasures 
they  found  a  "deed"  to  a  square  inch 
of  Canada's  Yukon  Territory  that 
young  Scott  had  fished  out  of  a  box  of 
Quaker  cereal  in  1955.  An  idea  hit 
Scott.  Why  not  buy  parcels  of  land  in 
every  state  and  offer  people  a  chance 
to  buy  a  piece  of  America  in  the  form 
of  a  deed  to  postage-stamp-size  pieces 
of  land  in  every  U.S.  state? 

Keeping  his  day  job  as  a  film  distrib- 
utor, Moger  started  contacting  real 
estate  brokers  across  the  country, 
looking  for  small  parcels  he  could  buy 
cheap— around  $25,000  ($500  an 
acre)-and  resell  in  square-inch  pieces. 

Six  years  and  $100,000  later,  Scott 
Moger  owned  an  acre  in  each  of  the 
50  states — 310  million  little  chunks 
of  America,  enough  for  more  than  6 
million  "deeds."  He  wound  down  his 
other  responsibilities  and  concentrat- 
ed on  his  promotion  scheme  full  time. 

First  he  had  to  prove  to  the  Securi- 
ties &  Exchange  Commission  and 
New  York's  Attorney  General  that  his 
company,  American  Acres  Marketing 
Corp.,  wasn't  involved  in  land  specu- 
lation but  was  only  selling  a  ncwelty 
item.  He  says  legal  fees  and  expenses 
cost  him  $50,000.  His  annual  tax  bill, 
including  the  accountant's  fees:  an- 
other $5,000. 
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American  Acres'  Scott  Moger 

Selling  the  American  dream  by  the  inch. 


This  accomplished,  he  turned  to 
marketing.  In  June  1986  Moger  ap- 
proached Cracker  Jack  about  putting 
a  miniature  land  deed  in  every  box. 
No  sale.  Moger  tried  PepsiCo,  Camp- 
bell Soup,  General  Mills  and  Ocean 
Spray.  Still  no  takers.  "It  was  a  cute 
idea,"  recalls  Pierce  Pclouze,  Camp- 
bell Soup's  vice  president  for  promo- 
tion. "But  what  does  an  inch  of  land 
have  to  do  with  soup.^" 

Moger  had  sunk  some  $350,000  of 
his  savings  and  salary  into  his  dream. 
Broke  and,  in  his  words,  mentally 
exhausted,  he  took  a  job  with  his 
brother's  Los  Angeles-based  advertis- 
ing agency.  But  the  land-deal  idea  just 
wouldn't  go  away. 

The  coming  Columbus  quincen- 
tennial  in  1992  suggested  a  market- 
ing hook.  In  May  1990  Moger  sent 
out  sales  brochures  for  his  land  deeds, 
which  he  promised  would  profit  from 


i 


a  "patriotic  fire  ftieled  by  an  incredi- 
ble frenzy  of  media  attention."  But 
Columbus  was  a  Dead  White  Europe- 
an Male  and  dwems  were  pretty  unsal- 
able in  the  multicultural  frenzy  grip- 
ping the  U.S.  media  in  1992. 

Entrepreneurs  never  give  up.  Set- 
ting up  a  toll-free  number  (1-800- 
DEED-USA),  Moger  hired  a  public 
relations  firm  in  the  summer  of  1991 
to  get  him  press  in  local  papers  and 
across  the  country.  Helped  by  Christ- 
mas demand,  he  sold  some  12,000 
deeds,  grossing  about  $125,000.  A 
drop  in  the  bucket. 

The  promotion  caught  the  eye  of  a 
Japanese  company.  Maybe  land- 
hungry  Japanese  would  want  to  own  a 
piece  of  America.  But  before  a  deal 
could  be  made,  Moger  says,  the  Japa- 
nese company  got  into  financial  trou- 
ble. Still,  it  got  Moger  thinking.  If 
Americans  were  not  interested  in  his 
deeds,  maybe  foreigners  would  be. 

As  it  turned  out,  they  were,  but 
probably  not  as  souvenirs.  Last  spring 
Moger  signed  a  deal  with  Harvard 
Fang,  a  Shanghai-born  American  who 
wanted  to  sell  Moger's  deeds  in  Chi- 
na. Fang  bought  50,000  for  $15 
apiece,  or  $750,000;  Moger  keeps 
about  $11  on  each  deed.  Fang  prom- 
ises to  take  at  least  50,000  more.  | 

Fang  resells  Moger's  deeds,  | 
mounted  on  plaques,  at  $50  apiece  in 
hard  currency  to  Chinese  distribu- 
tors, who  then  retail  them  for  $300  or 
more- — roughly  twice  the  average 
monthly  salary.  There's  a  strong  sus- 
picion that  the  poor  Chinese  custom- 
ers are  being  had.  Some  of  them  seem 
to  believe  that  owning  even  a  tiny  slice 
of  America  increases  one's  chances  of 
winning  U.S.  citizenship  or  at  least  a 
visa.  Fang  denies  that  he  or  his  distrib- 
utors are  behind  the  rumor — which 
the  American  embassy  in  Beijing  says 
is  totally  false. 

Moger,  for  his  part,  is  looking  for 
deals  in  other  markets  where  custom- 
ers crave  a  piece  of  the  American 
dream — Korea,  Hong  Kong,  Taiwan, 
Russia  and  Eastern  Europe.  Far  from 
having  turned  cynical,  however,  he 
has  gone  on  the  Voice  of  America  to 
help  squelch  the  rumor.  After  a  12- 
year  struggle,  he  thinks  1993  will 
finally  be  his  year.  "Any  day  now  I 
know  somebody  will  come  to  me  and 
say,  'You  know,  I  want  2  million  of 
those  things,'  "  he  says  dreamily.  IH 
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Get  Started  Now 

On  Lowering  Your 

1993  Tax  Bill 


With  today's  rates  and  growing  concern  about  rising  taxes, 
now  may  be  the  time  to  plan  your  tax  strategy  for  1993- 
and  to  consider  the  advantages  of  tax-free  investing. 


yields  than  fixed  -price  money  market 
ftinds.^  Yet  it  has  low  share  price  volatility 
because  it  invests  only  in  high  and  upper- 
medium  quality  short-term  municipal 
bonds.  (Minimum  investment:  $10,000.) 


Tax-Free  Investing  Can 
Help  You  Keep  More  Of 
What  You  Earn 

Today's  taxes  can  claim  nearly  a  third  of 
everything  you  eam-including  investment 
income.  Now  may  be  the  time  to  consider 
the  fundamental  advantage  of  tax- 
free  investing.  And 
Fidelity  has  created 
an  entire  family  of 
tax-free  funds'  to 
help  you  pay  less 
tax  and  keep  more 
ofwhat  you  earn. 


Today's  taxes  can  take  a  substantial  bite  out  of  your 
income,  but  Fidelity's  Spartan  Approach®  can  help 
you  protect  more  of  your  earnings.^ 


You  Can  Choose  A  Low 
Risk  Tax-Free  Strategy 

Our  Spartan  Short-Intermediate  Municipal 
Fund  offers  higher  current  federally  tax-free 


Fidelity 


Fidelity's  Spartan®  Short- 
Intermediate  Municipal  Fund 


^% 


6.32 

Tax-equivalent  Yiekf 


4.36°° 

Current  Yteld* 


Let  Fidelity  Show  You  How 

Call  for  our  tax-free  information  kit  which 
includes  a  prospectus  with  more  complete 
information  including  management  fees 
and  transaction  expenses.  Read  it  carefully 
before  you  invest  or  send  money  Why  wait 
to  start  lowering  your  tax  bill?  Call  and  ask 
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COMPUTERS/COMMUNICATIONS 


A  modem  on  a  credit  card?  A  hard  disk  the  size  of  a  matchbox?  Make 
sure  your  notebook  computer  can  handle  these  cute  little  attachments. 

upgrading 
your  notebook 


By  DaWd  C.  Churbuck 

If  you  \v.\nt  to  add  a  modem,  fax 
modem,  network  adapter  or  hard  disk 
to  your  desktop  computer,  you'll 
probably  find  the  room.  All  you  need 
is  an  unused  expansion  slot  and  a 
willingness  to  unscrew  the  lid  and 
fiddle  tor  a  tew  minutes  with  the 
insides. 

Notebook  and  palmtop  comput- 
ers, however,  are  not  so  easily  upgrad- 
ed. With  space  at  a  premium,  manu- 
facturers of  notebooks  don't  design 
boxes  with  a  lot  of  empt)'  air  inside. 
Palmtop  and  notebook  owners  either 
put  up  with  their  limitations,  or  find 
themselves  shackled  to  their  manufac- 
turer and  a  small  choice  of  proprietan' 
peripherals  that  can  fit  inside. 

A  solution  is  at  hand:  the  PC  card. 
This  is  a  peripheral  the  length  and 
width  of  a  credit  card,  and  not  much 
thicker.  It  tucks  into  a  standardized 
socket  on  the  outside  of  a  portable 
computer,  thus  liberating  the  com- 
puter owner  to  buy  any  brand  of 
peripheral  that  will  fit  the  standard. 

Now,  after  years  in  which  the  in- 
dustry- has  talked  about  plug-in  peri- 
pherals, it  has  finally  reached  consen- 
sus on  how  the  card  sockets  are  sup- 
posed to  work — in  exeniiiing  fi-om 
laptop  computers  to  telephones  to 
copier  machines. 

So  far,  only  a  few  portable  comput- 
er models  have  PC  card  slots.  But 
Christopher  Goodhue,  analyst  at  the 
Gartner  Group,  says  that  by  1996  as 
many  as  half  of  new  notebooks  will  be 
built  with  the  feature. 

PC  cards  come  in  three  flavors.  The 
first  is  solid-state  memor\'  cards  ( also 
known  as  flash  memory- ),  t>picall\' 
with  10  megabytes  of  capacit)'.  This  is 
memor\'  that  doesn't  fade  w  hen  the 
power  is  off",  so  it  can  act  like  an\- 
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Hewlett-Packard's 
Kittynawk 
Make  room  for 
the  snap-in 
peripherals. 


removable  storage  medium,  such  as  a 
floppy  disk. 

The  second  kind  of  card  incorpo- 
rates a  tiny  Wmchester  hard  disk  with 
a  platter  less  than  2  inches  across,  and 
topically  holds  20  to  40  megabytes. 
The  third  variet)'  of  card  senes  com- 
munication needs.  With  one  of  these, 
your  notebook  acquires,  say,  a  fax 
modem,  enabling  you  to  use  the  com- 
puter to  send  a  fax  or  electronic  mail, 
or  perhaps  a  net\\ork  adapter,  so  that 
you  can  bring  the  computer  to  the 
office  and  quickly  attach  it  to  a  local 
network  of  computers. 

\\Tiile  there  is  an  indusoy  standard 
on  how  a  snap-in  peripheral  talks  to  a 
computer,  there  is  enough  ambiguit}' 
in  the  standards  to  create  some  minor 
incompatibilities.  Getting  a  laptop  to 
accept  any  card  that  comes  its  way 
requires  some  smart  sofhvare  inside 
the  computer. 

Databook  Inc.,  a  sLx-year-old  firm 
in  Ithaca,  N.Y.,  makes  a  business  of 
designing  and  marketing  controller 
chips  and  softw  are  that  connect  the 
heart  of  a  notebook  computer  to  its 
card  slot.  The  selling  point  for  Data- 
book's  chips  and  sofhxare  is  their 
abilitx'  to  automatically  adapt  the 
computer  to  a  wide  range  of  new 
cards,  ironing  out  any  eccentricities  in 
how  a  card  formats  its  electronic 
pulses.  "Even  though  we  have  a  stan- 
dard, exchangeabilit)"  is  not  automa- 
tic," insists  Databook  President  lef- 
frey  Tai. 

Notwithstanding  that  Databook  is 
focusing  most  of  its  sales  effort  on  just 
one  market  segment,  clonemakers  in 
Taiwan,  Tai  is  in  for  some  competi- 
tion. Intel  and  Cirrus  Logic  also  sell 
card  controller  chips  featuring  some 
degree  of  universalit>'.  To  \isualize 


the  Intel  chip,  think  of  a  w  all  socket 
that  senses  whether  it  has  a  European 
or  an  American  shaver  attached  and 
adjusts  the  voltage  accordingly. 

Intel  predicts  that  PC  cards  will 
become  so  commonplace  in  note 
book  computers  that  people  will  stan 
using  them  on  their  large  desktop  '\ 
machines.  If  and  when  the  desktop 
machines  do  come  with  card  slots,  the 
cards  will  be  ver\-  handy  for  transfer- 
ring large  files  bet\veen  portable  com- 
puters and  the  office  ner^\  ork.  Snap- 
ping in  one  miniature  hard  disk  is  a  lot 
easier  than  feeding  15  floppy  disks, 
one  at  a  time,  into  a  floppy  drive.  The 
litde  hard  drives  are  ven.-  aftbrdable, 
too:  Hewlett-Packard's  Kitt\hawk, 
which  packs  21  megab\tes  onto  two 
1.3 -inch  platters,  wholesales  to  com 
puter  manufacturers  at  S250  to  S300 

If  you  are  about  to  buy  a  portable 
computer,  make  sure  it  has  a  PC  card 
slot — preferably  a  thick  one.  A  Type 
III  slot,  10.5  millimeters  (about  half 
an  inch)  thick,  can  accommodate  ei- 
ther one  fat  card  or  tAvo  thin  ones. 
Dell  Computer,  NCR  and  Zenith  Data 
Systems  all  make  portables  with  a 
card  slot.  Bi 
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COMPUnRS/COMMUNIMTIONS 


umval  of 
lie  biggest 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


If  YOU'RE  LOSING,  change  the  rules  so 
that  you're  playing  a  game  you  can 
wdn.  It's  a  strategy  that  has  worked  in 
personal  computing. 
•  The  big  companies  were  losing  out . 
PCs  were  becoming  a  commodity  and 
increasingly  the  buyers  would  choose 
the  cheapest  product  rather  than  the 
name -brand  product.  That  wasn't  a 
contest  that  the  major  suppliers  could 
win  profitably.  So  they  changed  the 
rules:  They  would  cut  their  prices 
sharply  but  by  promising  superior  ser- 
vice and  name- brand  quality  could 
still  charge  higher  prices  than  the  cut- 
rate  clonemakers. 

As  a  result,  the  big  companies  are 
gaining  share  of  market  again,  and  are 
likely  to  keep  it. 

Thus,  although  PC  sales  are  rising, 
the  number  of  suppliers  is  falling,  and 
I  believe  it  will  continue  to  fall.  Over 
the  next  several  months,  many  sec- 
ondary companies,  those  with  sales 
below  $500  million  or  so,  will  incur 
significant  losses  and  seek  merger 
partners  or  find  reftige  in  bankruptcy 
courts.  Hundreds  of  still  smaller  com- 
panies will  disappear  in  a  mass  extinc- 
tion that  will  ^be  largely  unnoticed 
because  most  of  these  companies  live 
on  the  margins  of  the  industry,  selling 
no-name  brands  through  computer 
shopper  magazines. 

A  number  of  secondary  personal 
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computer  vendors  are  in  trouble  al- 
ready. Tandon,  which  has  been 
around  since  1975,  has  been  forced  to 
abandon  the  U.S.  market.  Sales  at 
Zeos  International  have  been  flat  or 
falling.  Everex  Systems  recently  filed 
for  bankruptcy  protection. 

Meantime,  profitability  is  improv- 
ing at  the  larger  PC  companies,  and  so 
is  the  price  of  their  shares.  IBM's  stock 
is  in  trouble  because  of  the  corpora- 
tion's overall  difficulties,  not  because 
of  its  PC  business.  Shares  of  Apple, 
Compaq  and  other  big  suppliers, 
however,  have  been  rising  steadily 
since  last  summer. 

Last  year  the  name -brand  compa- 
nies like  IBM,  Compaq,  Dell  Comput- 
er, Gateway  2000  and  AST  Research 
held  less  than  25%  of  the  market.  By 
the  end  of  1994  I  think  they  could  be 
up  to  40%.  Other  companies  may  join 
the  top  tier,  among  them  Digital 
Equipment  Corp.,  Hewlett-Packard 
and  AT&T's  NCR,  all  banking  on  their 
financial  strength  and  the  size  of  their 
customer  base.  Tandy  may  make  the 
list  on  the  strength  of  its  retail  outiets. 
But  woe  to  the  smaller  companies  that 
sell  on  price  alone. 

What  the  big  companies  offer  is  not 
just  a  machine  but  a  machine  with 
value  added.  A  computer  product  is 
more  than  the  machine.  It's  the  sup- 
port, the  packaging,  the  service,  the 
software,  the  return  and  warranty  pol- 
icy. This  is  just  where  the  larger  ven- 
dors have  strengths  the  smaller  rivals 
can't  match. 

And  the  large  vendors  can  get  their 
prices  down  when  they  have  to.  In  late 
1991  Compaq,  HP  and  IBM  were  all 
charging  more  than  $5,000  for  com- 
puters based  on  Intel's  486SX  micro- 
processor, while  Gateway  and  many 
others  were  selling  similar  systems  for 
$2,000  less.  These  days,  such  systems 
are  available  for  $  1 ,500  for  most  man- 
ufacturers, including  Compaq,  HP 
and  IBM. 

Product  lines  are  also  broader  now. 


Several  manufacturers  offer  dozens  of 
different  models.  IBM,  for  example, 
which  used  to  sell  only  a  few  basic 
varieties  of  desktop  computer,  now 
has  22  models  in  its  premium  PS/2 
business  computer  family,  36  models 
in  the  ValuePoint  line  of  budget  busi- 
ness computers  and  21  models  in  the 
consumer-oriented  PS/1 .  Similar  ex- 
pansions have  been  made  at  Apple, 
Compaq  and  Dell. 

Service  and  support  can  be  used  to 
segment  a  market.  An  IBM  PS/2,  for 
example,  comes  with  a  three -year  on- 
site  warranty,  versus  one  year  for  the 
ValuePoint,  and  service  response  time 
averages  four  hours  versus  next- busi- 
ness-day. The  PS/2,  using  cutting- 
edge  components  and  internal  con- 
nections, has  a  faster  hard  drive,  better 
graphics  and  a  different  look.  While 
the  ValuePoint  line  has  wooed  some 
PS/2  customers,  other  buyers  reason 
that  the  extra  features  and  longer  war- 
ranty amply  justify  the  additional  cost. 

In  addition,  IBM,  Compaq  and  HP 
have  begun  to  make  their  products 
available  through  new  channels,  such  as 
discount  stores  and  mail-order  desks. 

When  the  price  gap  was  huge,  many 
buyers  were  willing  to  gamble  on 
lesser-known  brands  that  did  not  of- 
fer first-rate  support.  But  now  that  the 
price  gap  between  the  best  PCs  and  the 
least  expensive  is  small,  computer 
buyers  are  paying  more  attention  to 
factors  other  than  price.  The  result  is  a 
flight  to  the  brands  that  most  buyers 
wanted  but  previously  felt  they 
couldn't  afford.  Apple,  AST  Research, 
Compaq,  Dell,  Gateway  and  IBM  can- 
not keep  pace  with  orders. 

The  flight  to  quality  hasn't  reached 
its  limits,  because  the  best-known 
suppliers  can't  yet  meet  demand. 
Plant  capacity  is  adequate,  but  parts 
are  in  short  supply,  an  imbalance  that 
should  right  itself  within  a  few 
months.  When  it  does,  the  secondary 
PC  companies,  already  in  deep  trou- 
ble, could  face  extinction.  WM 
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WhypeopleA^oi 
arent  going  aiwv 


Over  18  million  people  use  some  version 
of  Lotus'  1-2-3'  every  day.  They  depend  on  it. 
They  trust  it.  They  know  it.  Which  is  why,  if 
they^re  moving  from  DOS  to  Windows^  they're 
moving  to  1-2-3  for  Windows ...  for  some  very 
good  reasons. 

They  know  that  ordy  1-2-3  is 
fully  compatible  with  1-2-3. 

Only  1-2-3  for  Windows  is  able  to  read 
and  execute  every  1-2-3  for  DOS  file,  style  and 
macro.  Which  means  you  can  preserve  your 
full  investment  in  1-2-3  for  DOS  files  when  you 
move  to  1-2-3  for  Windows.  And  only  1-2-3  for 
Windows-with  its  built-in  Classic'  Menu-lets 
you  use  all  your  familiar  1-2-3  commands. 

They  know  that  1-2-3  offers 
the  best  3D  technology. 

Only  1-2-3's  3D  technology  gives  you  easy 
access  to  256  worksheets  and  lets  you  build 
3D  formulas  just  like  you  do  in  2D  Which 
ultimately  makes  consolidating,  comparing 
and  analyzing  data  much  simpler.  In  compar- 
ison, Excel's  Workbook™  is  a  limited  imitation 
of  true  3D.  And  while  working  in  Group  Mode 
in  Borland^'  Quattrtf  Pro  for  Windows,  simply 
cutting  a  range  of  data  in  one  sheet  unfortu- 
nately means  you'll  delete  the  data  on  every 
sheet.  And  what's  worse,  you  can't  undo  it.  All 
of  which  means  if  the  analytical  power  of  3D 
technology  is  important  to  you,  1-2-3  is  still 
the  best  choice  you  can  make. 


They  knowttiat  1-2-3 

for  Windows  now 

includes  the  twosf 

askedfor  enhancements. 

The  new  release  of  1-2-3 
for  Wmdows  Release  LI  includes 
a  number  of  performance 
enhancements.  For  example, 
it's  now  the  fastest  Wmdows 
spreadsheet  for  printing  on 
PostScript'  printers.  And  it's 
also  the  fastest  to  launch. 
We've  also  added  over  25 
innovative  new  features, 
usability  enhancements 
and  GUI  development 
tools.  The  result?  1-2-3 
for  Windows  is  now  more 
powerful  and  easier  to  use 
than  ever  before. 

Theyknowthatl-2-3 

for  Wmdows  - 

o&emunmatched 
database  capabilities. 

It's  true.  If  you're  a  spread- 
sheet user  who  needs  to  access  exter- 
nal databases,  1-2-3  for  Wmdows  remains 
unmatched-particularlyifyou  need  rela- 
tional capabilities.  In  fact,  Corporate 
Computing  (August  1992)  recently  wrote  that 
'far  the  experienced  1-2-3  database  user,  1-2- 
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for  Windows  nith  DataLenS'  is  the 
front- end  tool  of  choke!' 

They  know  we're  the 

best  company  to  do 

business  with. 

Not  only  do  more  people  prefer 
our  product,  but  according  to 
the  ComputerWorld  Spread- 
sheet Brand  Preference 
Study,  more  people  prefer 
our  company  And  even 
more  recently  the  Infor- 
mation Technology 
Association  of  America 
announced  that  Lotus 
has  been  awarded  its 
prestigious  Quality  Award 
recognizing  outstanding 
customer  service  and 
customer  satisfaction. 
So  if  you're  staying 
in  DOS  or  moving  to 
Windows  or  still  trying  to 
decide,  remember  one  thing. 
That  people  who  know  spread- 
sheets are  staying  with  1-2-3.  Call 
us  today  for  your  free  demo  disk  at 
1-800-TRADEUi;  ext  7358*  or  visit 
your  Lotus  Authorized  Reseller. 


1-2-3  for\^dows 
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SCIENCE  &  TECHNOlO 


Profiting  from 
the  software 
crash 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Three  software  stocks  were  con- 
spicuously absent  from  the  technol- 
ogy sector's  late  1992  rally:  In  peak- 
to- trough  declines  last  year  Borland 
International  dropped  77%^  Lotus 
Development,  61%,  and  Symantec, 
88%.  Do  the  problems  of  these  com- 
panies justify  the  magnitude  of  the 
declines?  Are  the  stocks  bargains  now? 

Microsoftitis  afflicts  all  three  of 
these  packaged  software  companies. 
The  transition  from  DOS  to  Windows 
left  many  software  vendors  behind. 
Lotus,  with  its  famous  1-2-3,  is  still 
the  dominant  producer  of  DOS-based 
spreadsheets.  But  its  Windows  ver- 
sion was  slow  in  appearing,  and  the 
delay  cost  it  business.  The  customers 
went  to  Microsoft. 

Borland's  dBase  and  Paradox  data- 
base programs  for  DOS- based  com- 
puters are  well  established,  but  its  first 
Windows  database  is  only  now,  this 
winter,  scheduled  to  appear. 

Symantec,  with  a  product  range 
that  includes  file  management  tools 
and  other  utilities  for  DOS  computers, 
is  also  still  making  the  transition  to 
Windows.  With  a  fresh  copy  of  Win- 
dows sold  every  four  seconds— and 
desktop  computers  powerful  enough 
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to  run  it  available  at  bargain  prices — 
the  picture  is  simple.  Software  for  DOS 
is  on  the  down  elevator.  Software  for 
Windows  is  on  the  up  elevator. 

Today  rock- bottom  computer 
prices  have  expanded  the  population 
of  potential  sofh\'are  buyers — but 
those  buyers  resist  steep  software 
prices.  Spreadsheets  used  to  cost 
$500  and  database  packages  $800. 
Now,  with  heavily  equipped  desktop 
computers  selling  for  $1,500,  cus- 
tomers don't  see  why  a  few  diskettes 
should  cost  $500.  As  a  result,  many 
software  packages  today  retail  for 
$100  to  $150.  Microsoft:  is  selling 
Access,  its  Windows  database  pro- 
gram, for  $99. 

It  is  possible  to  make  money  selling 
soft:ware  for  $50  to  $100.  But  not  if 
your  business  plan  is  geared  to  last 
year's  far  higher  prices. 

Software  stocks  crashed  as  these 
new  realities  became  clear  to  inves- 
tors. Software  company  net  profit 
margins  that  were  once  20%  to  25% 
have  been  hacked  down  to  a  fifth  of 
their  former  levels.  One  analyst  ex- 
pects Borland  to  report  a  loss  for  the 
year  ending  in  March,  and  to  creep  up 
to  a  5.5%  net  margin  for  the  next  fiscal 
year.  The  company  has  announced 
layoffs  and  it  would  not  be  surprising 
to  see  more. 

But  all  this  bad  news  was  amply 
discounted  by  the  stock  market  last 
year.  The  shares  have  bottomed  or  (in 
Borland's  case)  are  testing  the  bottom 
now.  The  computer  business  is  always 
in  a  state  of  tumult,  and  it  is  never 
clear  from  today's  numbers  what  to- 
morrow's will  look  like.  Analysts  are 
now  confidently  predicting  a  dead  fiat 
future  for  packaged -software  compa- 
nies other  than  Microsoft.  Maybe 
they  are  wrong. 

Last  year  Lotus,  Borland  and  Sy- 


mantec all  introduced  excellent  prod- 
ucts or  new  versions  of  old  products. 
Reviewers  rave  about  Borland's 
Quattro  spreadsheet  program  for 
Windows.  Louis'  Ami  Pro  may  be  the 
most  powerful  word  processor  now 
on  the  market.  Symantec's  newest 
version  of  Norton  Desktop  solves 
some  of  the  problems  widi  Micro- 
soft's Windows  itself. 

Two  things  characterize  the  latest 
generation  of  software.  First,  it  is 
cheap.  Second,  it  is  easy  to  use.  This  is 
the  ultimate  effect  of  Windows:  sim- 
ple, standardized  programs  with  all 
the  control  buttons  in  plain  sight.  You 
can  learn  to  use  Ami  Pro,  the  Lotus 
word  processing  program  for  Win- 
dows, in  about  a  day.  Put  the  manual 
in  a  drawer  as  a  first  step.  There  are  no 
required  control  codes,  no  deeply 
nested  menus,  no  command  words. 
This  friendliness  greatiy  expands  and 
sharply  changes  the  marketplace. 

Software  has  long  been  sold  not  as  a 
product  but  as  a  culture.  A  software 
package  builds  a  customer  base 
among  people  who  have  had  to  take 
the  time  and  trouble  to  learn  how  to 
use  it.  This  brand  loyalt)',  or  market 
captivit}',  seems  likely  to  end  soon,  as  a 
direct  consequence  of  Windows. 
When  all  programs  are  as  push-button 
easy  as  Ami  Pro  for  Windows,  there 
will  be  little  reason,  other  than  price, 
to  choose  one  such  product  over  an- 
other. Software  training  programs, 
past  experience  with  a  particular 
brand,  the  quality  of  customer  sup- 
port and  similar  issues  affecting  soft- 
ware purchase  decisions  will  matter 
less  and  less  to  big  corporate  purchas- 
ers. Nor  will  they  matter  much  any 
more  to  retail  consumers,  who  will 
buy  on  price  and  packaging. 

This  hints  that  Microsoft  may  not, 
after  all,  create  a  strong  monopoly 
with  Windows.  What  Bill  Gates  ma)' 
be  inadvertently  creating  instead  is  a 
software  bazaar — a  commodity'  mar- 
ket for  all  packaged  software.  The 
software  companies  that  have  suffered 
most  to  date  from  the  transition  to 
Windows  are  perhaps  best  positioned 
to  understand  and  exploit  this  emerg 
ing  situation.  Of  the  three  stocks  dis 
cussed  here  I  have  been  buying  Lotus 
Development  for  customer  accounts 
at  prices  near  $20.  It  seems  the  most 
attractive  gamble  on  the  trend  to 
easy-to-use  software.  11 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BTs  Global  Network  Services,  You're  Always  in  Touch. 


Going  Further.  Global 
operations  can  bring  new  chal- 
lenges— cultural,  technical, 
practical.  But  BT^'^  makes  it 
smoother  and  sifnpler,  because 
we've  been  there.  We  are  there. 
Our  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BT's  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closet:  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
future-proof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  Further,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 
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Leasing  a  car  isn't  for  everyone.  If  you  think  it's  for  you,- 
make  sure  to  understand  all  the  fine  print.  Otherwise, 
you'll  probably  end  up  paying  a  lot  more  than  those 
enticing  rates  in  the  advertisements. 

The  tirue  costs  of  leasing 


By  B  rigid  McMenamin 

The  numbers  are  hard  to  resist.  Lease 
a  1993  Cadillac  Eldorado  for  36 
months  for  only  $499  a  month.  Or,  if 
you're  into  luxury  imports,  there's  a 
BMW  525i  lease  deal  for  $531  a  month 
or  an  Audi  lOOS  for  $399  a  mondi. 
Drive  away  a  Jeep  Cherokee  for  $189 
a  month  or  a  Toyota  Corolla  for 
$120.  Given  such  affordabilit)^  it's 
small  wonder  that  last  year  nearly  25% 
of  all  new  cars — including  more  than 
half  of  all  luxury  cars — driven  away  by 
consumers  were  leased,  according  to 
Arthur  Spinella  of  CNW  Marketing/ 
Research. 

But  forget  the  advertised  rates.  The 
true  costs  of  leasing  are  often  much 
higher. 

Read  the  fine  print  of  those  ads 
carefLiUy,    and    you'll    come    across 


something  called  "capitalized  cost  re- 
duction." This  is  a  nonrefundable, 
upfront  payment  that  covers  part  of 
the  car's  depreciation  during  the  term 
of  the  lease.  This  fee  makes  the  true 
cost  of  leasing  much  higher  than  the 
come-on  rates.  On  a  1993  Mazda 
929,  for  example,  one  advertised 
monthly  cost  is  only  $349  on  a  four- 
year  lease.  But  in  the  footnote  you'll 
see  a  suggested  capitalized  cost  reduc- 
tion fee  of  $3,633 — that's  an  extra 
$76  a  month  even  before  factoring  in 
the  time  value  of  the  fee. 

The  amount  of  the  capitalized  cost 
reduction  varies  from  dealer  to  dealer 
and  from  deal  to  deal.  And  e\'en  if  you 
don't  pay  a  capitalized  cost  reduction 
up  front,  you  may  still  wind  up  paying 
something  in  the  end:  The  lessor 
could  hit  you  up  for  excess  "wear  and 
tear"  charges  (see  box). 

Other  factors  that  often  add  to  the 
true  cost  of  leasing: 


■  Early  termination.  Let's  say  you 
want  to  turn  the  car  in  half\\'ay 
through  the  leasing  period.  You  could 
get  hit  with  an  early  termination 
charge  equal  to  5  months  of  lease 
payments.  On  a  36-month  lease,  this 
penalt\'  would  in  essence  increase  the 
leasing  cost  by  nearly  30%.  That's  not 
all.  Early  terminations  are  also  often 
subject  to  a  disposition  fee  of,  say, 
$250  and  sometimes  assorted  other 
charges.  And  if  the  leasing  company 
can't  sell  the  car  at  that  time  for  its 
estimated  residual  value,  you  ma)' 
have  to  make  up  that  difference,  too. 

Not  planning  to  terminate  early.-' 
Don't  be  so  sure.  About  half  of  all 
lessees  do. 

■  Unusual  restrictions.  Some  leases 
forbid  you  to  drive  out  of  the  countn,'. 
You  can't  even  spend  the  day  in  Cana- 
da without  the  lessor's  permission. 
One  California  lease  we  found  pro- 
hibits the  lessee  from  lea\ing  the  state 
for  more  than  30  days  without  the. 
lessor's  written  consent. 


■  Extra  mileage  charges.  You're  gen- 
erally limited  to  15,000  miles  a  year. 
A.nything  over  that  will  cost  you 
about  10  to  15  cents  on  average  per 
additional  mile.  If  you  figure  $1,500 
br  every  additional  10,000  miles,  the 
real  cost  of  the  lease  could  climb 
jrett)'  sharply. 

For  people  who  want  to  own  what 
they  drive,  now  is  also  a  great  time  to 
3uy  a  car.  If  you're  ready  to  buy  on  the 
spot,  dealers  will  cut  prices  far  below 
sticker  level.  Moreover,  a  buyer  can 
borrow  the  cost  of  the  car  from  his  or 
her  brokerage  firm  at  around  8%. 

Still,  there  are  good  arguments  that 
favor  leasing  over  owning.  The  most 
obvious  one,  of  course,  is  that  you 
don't  have  to  tie  up  nearly  as  much 
money  in  a  car  as  you  would  if  you 
bought  it.  If  you  think  you  can  make 
20%  on  your  capital,  lease.  Nor  does  a 
lessee  have  to  finance  the  car — ver^' 
important  for  small-business  owners 
who  don't  want  any  additional  credit 
pressure.  Plus,  if  you  use  the  car  for 
business,  it's  more  advantageous  to 
account  for  a  leased  car  (the  payment 
is  a  pure  expense)  than  one  you  own, 
as  far  as  the  iRS  is  concerned. 

If  you  decide  to  lease,  the  time  to 
start  investigating  is  in  late  March, 
when  some  automakers  will  begin 
offering  even  more  inducements. 
Here  are  tips  to  keep  in  mind: 

■  Select  a  car  with  a  proven  record  for 
holding  its  value.  With  a  higher  resid- 
ual value,  it  will  probably  cost  less  to 
lease  than  will  a  less  popular  car  of  the 
same  sticker  price,  according  to 
Ashley  Knapp,  chief  executive  of 
Auto  Advisor  Inc.,  a  Seatde- based  car 


Beware 
wear  and  tear 


In  November  1988  Alan 
Newborn  drove  out  of  the 
Potamkin  dealership  on 
New  York's  55  th  Street  in  a 
brand-new  silver-gray 
Lincoln  Continental.  His 
lease  cost:  $681  a  month 
for  36  months. 

When  the  lease  expired 
in  1991 ,  Newborn,  a  senior 
vice  president  at  the  Jour- 
nal of  Commerce  in  New 
York,  took  the  Lincoln 
back  to  Potamkin  and 
leased  another  car.  The 
Lincoln,  he  says,  was  in  near 
mint  condition  when  he 
turned  it  in.  "My  wife  and  I 
treat  a  car  the  way  you 
would  a  child,"  he  says. 

Several  months  later 
Newborn  got  a  bill  from  GE 
Capital  Auto  Lease  for 
$1,048  to  cover  "excess 
wear  and  tear."  He  called 
GE  to  contest  the  damages, 
but  the  car  had  already 
been  sold.  GE  kept  his  secu- 
rity deposit  of  $681, 
charged  him  a  $250  dispo- 


sition fee  and  dunned 
him  for  another  $367. 

That's  when  Newborn 
called  the  New  York  City 
Department  of  Consum- 
er Affairs.  He  eventually 
setded  \Nath  GE  for  $200. 

Newborn  could  have 
avoided  the  unpleasant  af- 
fair if  he'd  had  the  Lin- 
coln inspected  by  a  GE  Leas- 
ing appraiser  when  he 
turned  the  car  in.  GE  says  it 
notifies  customers  of  that 
option  before  the  lease  ex- 
pires. Newborn  doesn't 
recall  any  such  notice. 

Moral:  Before  you  sign 
the  lease,  make  sure  it  states 
clearly  that  you  can  be 
present  during  the  lease - 
end  inspection.  If  you 
have  a  beef,  contest  it  then, 
or  get  an  independent  in- 
spection. You  can  also  have 
any  needed  repairs  made 
yourself — probably  a  lot 
cheaper  than  the  leasing 
company  will  charge. 

-B.McM.  ^ 


buying  service  that  specializes  in  leas- 
ing. Currendy,  the  Lexus  SC-400,  the 
Infiniti  Q45,  Mercedes  500SL, 
Range  Rover  County  and  Acuta  Leg- 
end are  strong  resellers. 

■  If  you're  torn  among  several  differ- 
ent makes,  check  to  see  if  any  of  the 
manufacturers  are  offering  special 
leasing  incentives  to  dealers  to  move 
the  metal  faster.  According  to  Randall 
McCathren  of  Bank  Lease  Consultants 
Inc.,  one  benefit  to  consumers  is  that 
the  monthly  lease  rate  is  based  on  a 
fixed  capitalized  cost. 

■  Consider  "gap"  protection.  Some 
experts  think  it's  a  rip-off,  but  gap 
insurance  protects  you  from  extra 
leasing  charges  in  case  you  have  to 
terminate  a  lease  early  because  the  car 
is  stolen  or  wrecked.  The  cost  of  this 
coverage  is  sometimes  included  in  the 
monthly  payments. 

■  Shop  several  dealers,  and  don't 
mention  you're  interested  in  leasing 
until  you've  negotiated  a  final  price. 
Your  monthly  lease  charge  is  predicat- 
ed on  the  car's  sale  price.  Knock  it 
down,  and  you  can  knock  down  your 


monthly  payments.  And  remember: 
Just  about  everything  is  negotiable. 

■  Make  sure  that  the  dealer's  estimate 
of  the  residual  value  at  the  end  of  the 
lease  period  is  reasonable.  You  will 
run  less  risk  of  inflated  wear-and-tear 
charges,  which  can  be  somewhat  arbi- 
trary, when  you  turn  in  the  car.  How 
can  you  tell.^  Look  at  the  Automotive 
Lease  Guide — New  Vehicle  Edition  or. 
the  ALG  Residual  Percentage  Guide, 
each  published  six  times  a  year  by  First 
National  Lease  Systems  (annual  sub- 
scription: $42  each.  Telephone  805- 
965-1403). 

For  general  leasing  questions,  call 
the  Ford  Leasing  Publications  Center 
for  brochures  at  1-800-421-0494. 

■  Option  to  buy.  About  25%  of  les- 
sees wind  up  buying  their  cars,  so  it's  a 
good  idea  to  make  sure  that  option  is 
specified  in  the  lease  contract.  The 
contract  should  specify  a  figure  for  the 
"estimated  residual  value"  or  the 
"book  price"  of  the  car  at  the  end  of 
the  lease.  "Fair  market  value"  sounds 
good  but  is  too  vague  when  it  comes 
time  to  buy  the  car.  WM 
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Will  1993  be  another  great  year  for  bank  stocks?  A 
couple  of  savvy  analysts  think  it  will  be  for  a  good  many. 

Restated  assets 


By  Dyan  Machan 

Over  the  past  two  years 
bank  stocks,  as  a  group, 
have  doubled.  Have  they 
had  their  run?  No,  accord- 
ing  to   a   new   analytical 
model  developed  by  Mi- 
chael   Mayo    and    Brent 
Erensel    of    New    York- 
based  UBS  Securities.   Says  Erensel: 
"We  are  pointing  out  that  there  are 
[bank]   assets  that  may  have  been 
overlooked." 

Erensel  and  Mayo  note  the  market 
often  decides  whether  bank  stocks  are 
cheap  or  dear  by  looking  at  their  price 
as  a  multiple  of  book  value.  On  that 
basis,  major  banks  are  trading  these 
days  at  an  average  multiple  of  1.3 
times  book  value;  for  regionals,  it's  an 
average  1.7  times.  Those  multiples 
are  high  by  historical  standards. 

But  hold  on,  say  the  analysts.  Stated 
book  value  doesn't  tell  the  whole 
story.  Banks  have  large  unrealized 
securities  gains,  tax  benefits  and  loan- 
loss  reserves  not  reflected  in  book 
value.  There  are  also  qualitative  fac- 
tors that  don't  show  up  as  book  value. 
How  strong  is  the  regional  economy.^ 
Is  the  bank  dominant  or  lagging  in 
market  share?  Is  management  strong? 


The  analysts  take  First 
Interstate  Bancorp  as  an 
example.  Recent  NYSE 
price:  46,  or  1.34  times 
stated  book.  This  book 
value,  explain  Mayo  and 
Erensel,  doesn't  take  into 
account  over  $400  million 
in  unrealized  tax  benefits.  Their  mod- 
el does.  Result:  a  16%  increase  in  First 
Interstate's  equity^.  And  the  bank  has 
an  unusually  strong  retail  network 
that  gives  it  a  good,  steady  source  of 
low- cost  ftinds.  The  analysts  figure 
this  is  worth  about  $1  billion.  They 
add  another  $230  million  for  unreal- 
ized securities  gains,  $193  million  for 
generous  loan-loss  reserves  and  $284 
million  for  the  bank's  lucrative  trust 
business. 

To  get  an  accurate  picture  of  the 
bank's  real  value.  Mayo  and  Erensel 
also  subtract  fi"om  book  value  certain 
negatives,  such  as  goodwill.  Even  so, 
this  leaves  First  Interstate  trading  at 
71%  of  Mayo  and  Erensel's  adjusted 
book  value  of  $64.88,  which  they  say 
makes  the  stock  a  buy. 

Another  buy?  First  Chicago  Corp. 
Recent  NYSE  price:  36y8,  a  bit  above 
stated  book  value.  Mayo  and  Erensel 


recalculate  the  adjusted  book  to  be 
$39.99.  First  Chicago,  they  note,  has 
a  $3.3  billion  credit  card  portfolio. 
When  acquired,  credit  card  businesses 
often  sell  for  a  10%  premium  over 
their  face  value.  So,  after  adjusting  for 
the  bank's  credit  card  value  already 
stated  on  the  balance  sheet,  the  ana- 
lysts have  boosted  First  Chicago's 
book  by  $186  million. 

Mayo  and  Erensel  pay  particular 
attention  to  a  bank's  premium  lines  of 
business — such  as  credit  cards  or 
mortgage  and  trust  departments.  A 
good  trust  business,  say  the  analysts, 
has  high  profit  margins  and  is  reces- 
sion-resistant. That's  largely  why  they 
like  Bank  of  Boston.  Recent  NYSE 
price:  24^4,  or  118%  of  stated  book. 
Thanks  to  its  $11  billion  trust  busi- 
ness. Mayo  and  Erensel  have  added 
$257  million  to  book.  Bank  of  Boston 
gets  another  lift  from  $145  million  in 
unrealized  tax  benefits.  Restating 
book  value  by  their  standards.  Mayo 
and  Erensel  assign  Bank  of  Boston  a 
book  value  of  $28.84  a  share,  $4.59 
above  its  recent  market  price. 

Mayo  and  Erensel's  adjustments 
don't  always  make  banks  look  attrac- 
tive. They  certainly  don't  for  Citi- 
corp. At  a  recent  21  Vi,  Citicorp  trades 
just  under  its  book  value  of  $21.70. 
But  adding  positives  and  subtracting 
negatives,  Mayo  and  Erensel  refigure 
Citicorp's  book  value  at  $13.76  a 
share,  well  under  the  recent  market 
price.  They  penalize  Citicorp  for  what 
they  consider  grossly  inadequate 
loan-loss  reserves.  Unlike  the  other 
banks  listed  on  the  table,  Citicorp, 
according  to  these  analysts,  is  a  no- 
buy  recommendation.  ^ 
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'  Bank  of  Boston 
Barnett  Banks 
Chemical  Banking 
Citicorp 

.  First  Bank  System 

241/4 

41 

37% 

2IV4 

273/8 

$20.52 
28.32 
31.67 
21.70 
16.10 

$28.84 
37.14 
34.30 
13.76 
26.45 

$-1.37 
-2,76 
-2.81 
-1.41 
-1.53 

$5.71 

10.07 

7.03 

3:95 

4.49 

$-1.57 

-4.55 

-11.45 

-21.35 

1,11 

$0.87 
1.42 
1.91 
1.21 
0.41 

$1.72 
0,00 
2.79 
3.83 
1.80 

$0.00 
1.32 
2.02 
2.51 
1,09 

$-0.08 
1,98 
0.73 
1.72 
0.46 

$3.04 
1.34 
2.41 
1.60 
2.52 

'  First  Chicago 
First  Empire  State 
First  Interstate 
Mellon  Bank 

36% 
13478 
46 
51% 

32.85 
83.46 
34.44 
35,64 

39.99 

134.11 

64,88 

52.35 

-1.49 

0.00 

-3.08 

-3.80 

4.83 
29,95 
15.97 

7.77 

-3,16 
7.09 
2.60 

-1.50 

0.00 
4.21 
3.10 
2.15 

0.00 
0.00 
5.60 
0.52 

2,33 
1,82 
1,47 
1.30 

0.39 
3.04 
0.94 
1.45 

4.24 
4.54 
3.84 
8,82 

All  balance  sheet  data  as  of  9/30/92,  except  core  deposits,  which  are  as  of  6/30.  To  avoid  double 
exclude  related  intangible  assets  recorded  on  the  balance  sheet.  Amounts  do  not  reflect  subjective 
Source:  UBS  Securities,  a  division  of  Union  Bank  of  Switzerland. 

counting,  core  deposit,  credit  card  and  mortgage  adjustments 
adjustments  for  market  share,  management,  etc. 
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All  Across  Europe, 

AsThE  NewDayArrives, 

SoDoWe. 


•    With  Over 
200FughtsAWeek. 


It  happens  in  London  and  in  Paris  just  as  each  city  starts  to  stir. 

It  happens  in  Frankfurt,  Munich  and  Duesseldorf.  In  Zurich  and  Milan. 

In  Stockholm,  Glasgow,  Brussels,  Manchester  and  Madrid. 

From  cities  all  across  the  U.S.,  American  arrives  in  Europe  just  as  the  day  begins. 

For  flight  reservations  or  information  about 

our  affordable  Fly  i^way  Vacations'"  packages,  call  1-800-832-8383. 

And  be  there  as  soon  as  tomorrow  morning. 

AmericanAirlines' 

Something  ^cial  to  Europe. 


FRANCE 


BELGIUM 


ENGLAND 


SCOTLAND 


GERMANY 
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They  grounded  me  for 

two  weeks  with  no 

phone  privileges. 

Too  bad  they  forgot  to 

say  anything  about 

the  fax. 
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Porsche  tu]*ns 

"VVf  \l\de  one  long  mistake  in  the 
past,"  says  Wendelin  Wiedeking,  the 
new  chief  executive  of  Porsche  AG,  the 
German  sports  car  maker.  "We  solved 
everything  by  raising  prices." 

Last  vear  the  jig  was  up.  High  prices 
($40,000  to  $100,000  in  the  U.S.), 
recessions  in  major  markets  and 
tough  competition  from  Japan 
brought  on  the  company's  first  loss  in 
20  years.  In  1986  Porsche  sold  about 
50,000  cars;  last  year  the  sales  figure 
was  23,000. 

Last  fall  the  board  cashiered  the 
former  top  manager  and  brought  in 
Wiedeking. 

A  German  version  of  Jimmy  Stew- 
art, full  of  earnestness  and  enthusi- 
asm, Wiedeking,  40,  is  an  engineer 
and  expert  on  manufacturing.  He 
joined  Porsche  in  1983,  then  headed 
Glyco  Metallwerke,  another  manu- 
facturing company,  until  his  return  to 
Porsche. 

Wiedeking's  goal  is  to  cut  costs  30% 
over  three  years  and  then  keep  cut- 
ting. Coming  along  middecade  will 
be  a  new  Porsche:  a  two-seater,  simi- 
lar to  the  Boxster  show  car,  which  is  a 
dazzling  two-seater  with  an  all-new 
shape.  Wiedeking  vows  the  car  will  be 
priced  under  $40,000. 

Rumors  abound  that  Porsche  may 
be  sold,  but  the  automaker  is  con- 
trolled by  Germany's  billionaire 
Porsche  family,  as  well  as  the  Piech 
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family.  "The  families  can  handle  it 
[any  loss],  and  Porsche  will  stay  inde- 
pendent and  recover,"  Wiedeking 
says.  Any  doubt  as  to  who's  in  charge 
of  the  recover)^?  None.  "I  am  the 
boss,"  says  Wiedeking.  -Jerry  Flint 

Going  fof  the  green  ,      ^ 

Richard  Darman,  the  outgoing  di- 
rector of  the  Office  of  Management  & 
Budget,  may  have  suggested  a  good 
place  for  his  successor  to  start  cutting 
government  jobs:  OMB's  economic 
forecasting  staff.  To  blunt  charges  of 
political  bias  in  his  newest  budget, 
Darman  turned  for  the  first  time  to 
an  outsider  to  forecast  economic 
growth. 

The  outsider.^  Robert  Eggert,  the 
79-year-old  founder  and  editor  of 
Blue  Chip  Economic  Indicators.  "I'm 
very  pleased  that  my  consensus  [fore- 
cast] numbers  are  so  usefLil,"  says 
Eggert,  modestly. 

Based  in  Sedona,  Ariz.,  Eggert  each 
month  asks  52  business  and  academic 
economists  to  share  their  predictions 
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Robert  Eggert, 
editor  of  Blue  Chip 
Economic  Indicators 
His  letter's 
yellow  logo  may 
soon  turn  green. 


of  such  key  statistics  as  economic 
growth,  inflation  and  unemploy- 
ment. He  then  strikes  averages  of  the 
soothsayers'  responses;  these  averages 
become  Eggert's  Blue  Chip  consensus 
forecast. 

While  the  consensus  predictions 
don't  always  pan  out  (Eggert's 
sources  failed  to  predict  the  1982 
recession),  Eggert  claims  he  has  a 
prett)'  good  long-term  record  of  pre- 
dicting overall  economic  growth 
rates.  Around  1,500  subscribers  pay 
$498  a  year  for  Eggert's  Blue  Chip 
newsletter. 

What's  ahead  during  Clinton's  first 
term?  Eggert,  who  produced  his  first 
consensus  forecast  for  Robert  McNa- 
mara  in  1956  while  working  as  an 
economist  and  marketer  at  Ford,  is 
fairly  upbeat.  His  newsletter's  logo  is 
color-coded.  Right  now  it's  yellow, 
indicating  slow  growth.  But  with  the 
Blue  Chip  consensus  growth  forecast 
now  at  2.9%,  Eggert  predicts  the  logo 
will  turn  green — meaning  growth 
over  3% — this  summer. 

-Manjeet  Kripalani 
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Porsche  AG's  chief 
executive,  Wendelin 
Wiedeking 
The  new  Porsche 
will  come  in 
under  $40,000. 
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North  American 
Aeroflot's 
Ralph  Frasca  and 
David  Siegfried 
The  U.S.  Postal 
Service  passed. 
The  Russians 
played. 


i  Designing  earnings 

Tommy  Hilfiger,  one  of  Seventh 
Avenue's  hottest  young  menswear 
stars,  calls  himself  a  "designer  dash 
businessman,"  but  many  competitors 
dismiss  him  as  nothing  more  than  a 
brash  merchandiser  whose  sportswear 
designs  fall  somewhere  between  the 
Gap  and  Ralph  Lauren.  Hilfiger,  they 
hiss,  never  even  went  to  design 
school.  Imagine! 

Sour  grapes?  You  bet.  Hilfiger,  41, 
took  his  Tommy  Hilfiger  Corp.  pub- 
lic on  the  New  York  Stock  Exchange 
at  $15  a  share  last  fall.  Since  then  the 
stock  has  climbed  to  25,  twent}'-two 
times  this  year's  anticipated  earnings. 
That  puts  Hilfiger's  13%  stake  at  $50 
million.  And-' as  the  firm's  head  de- 
signer and  vice  chairman,  he  also 
draws  a  $900,000-a-year  salary,  plus 
1.5%  of  all  sales  above  $48  million. 
Last  year  the  company's  revenues 
reached  $107  million. 

Hilfiger's  education  was  superior 
to  that  provided  by  any  design  school. 
In  high  school  he  hawked  bell-bot- 
toms from  the  trunk  of  his  car  in 
Elmira,  N.Y.  That  led  to  a  string  of 
People's  Place  clodiing  shops  on  col- 
lege campuses  across  New  York  State, 


Tommy  Hilfiger 
Corp.'s 

Tommy  Hilfiger 
Stock  worth 
$50  million, 
and  lots  of  bitchy 
competitors. 


where  he  began  designing  jeans  and 
jackets  for  some  of  his  suppliers.  "Be- 
ing able  to  make  money  just  for  giving 
ideas  to  a  company  seemed  incred- 
ible," he  recalls. 

In  1979  Hilfiger  sold  his  shops  and 
moved  to  Manhattan  to  pursue  de- 
signing flill  time.  After  teaming  up 
with  Mohan  Murjani,  who  launched 
Gloria  Vanderbilt  jeans,  Hilfiger  at- 
tracted new  investors  in  1989.  Not  a 
shy  chap,  Hilfiger  leased  a  Times 
Square  billboard  and  proclaimed 
himself  one  of  America's  top  four 
menswear  designers. 

So  Fashion  Avenue  gossips  have 
some  grist  for  their  hissing  campaign. 
But  Hilfiger  has  something  better. 
"We  know  how  to  ring  the  register," 
he  says.  -Carol  M.  Cropper 

The  Russians  are  coming 

In  October  1991  the  Columbus  Dis- 
patch reported  that  Rickenbacker  Air- 
port, a  former  Strategic  Air  Com- 
mand base  on  the  south  side  of  Co- 
lumbus, Ohio,  had  lost  its  bid  to 
become  a  U.S.  Postal  Service  hub.  On 
the  same  page  was  a  story  about  Aero- 
flut,  which  said  the  Russian  airline  was 
desperate    for    hard    currency.    "It 


seemed  so  obvious,"  says  local  busi- 
nessman Ralph  Frasca,  who  read  both 
stories.  "I  thought  if  we  failed  to  get 
the  U.S.  government,  then  let's  get 
the  Russian  government." 

Frasca,  45,  met  with  the  airport's 
officials  and  found  a  Russian  trading 
company  to  introduce  him  to  Aero- 
flot's managers.  Early  last  year  he 
hammered  out  an  agreement  to  start 
North  American  Aeroflot,  which 
plans  to  begin  regularly  scheduled 
cargo  flights  out  of  Rickenbacker  field 
in  April.  In  exchange  for  supplying, 
planes,  crew  and  maintenance,  Aero- 
flot gets  80%  ownership  in  North 
American  Aeroflot,  a  U.S.  corpora- 
tion that  will  manage  and  market  the 
cargo  business.  Frasca,  NAA's  U.S. 
managers  and  a  handful  of  Ohio  firms 
that  helped  finance  the  startup  will  get 
the  rest. 

To  run  the  operation,  Frasca  hired 
David  Siegfried,  former  president  of 
Burlington  Airline  Express.  Sieg- 
fried's current  plans  call  for  four  Aero- 
flot 11-76  freighters — each  about  the 
size  of  a  C 141  cargo  transport — to  fly 
out  of  Columbus  each  week.  They 
will  stop  in  Luxembourg,  Moscow 
and  Khabarovsk,  in  eastern  Russia, 
then  cross  the  Pacific  to  return  to 
Ohio.  Regional  carriers  will  feed  car- 
go into  and  out  of  each  of  the  four 
hubs.  Miami- based  Arrow  Air  expects 
to  save  a  fiill  transport  day  using  the 
Rickenbacker  facilities  to  ship  pro- 
duce, seafood  and  pharmaceuticals 
from  South  America  and  the  Caribbe- 
an to  Europe  via  NAA's  Columbus- 
Luxembourg- Moscow  legs. 

A  fellow  who  enjoys  life's  ironies, 
Frasca  says:  "We  spent  billions  to 
keep  the  Russians  away  from  Ricken- 
backer; now  the  Russians  talk  about 
how  they're  bringing  jobs  to  the  Rust 
Belt — they  still  have  a  well-oiled  pro- 
paganda machine  in  place."  §■ 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  ot  cvciyday  lite, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
l^y  ForJK's  Maga/inc.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  1 LC6] 
Box  149,  Fort  Garland,  CO 
81133,  orcaU  1-800  F()RBF/v«> 
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THE  FORBES/BARRA  WALL  STREET  REUIEW 


BY  ER  C  S.  HARDY 


!ie  Stock  market's  inauspicious  start 

1993  should  not  by  itself  give 

/estors  with  a  historical  perspective 

Lich  cause  for  worry.  Many  strong 

.irkets  begin  with  a  whimper  and 

d  with  a  bang.  In  1991  tiie  Dow 

dustrials  lost  150  points  through 

id- January  but  ended  the  year  with  a 

)%  gain.  In  1982  the  Dow  was  down 

%  through  early  August  before  it 

Hied  and  finished  the  year  up  20%. 

Mary  Farrcll  of  Paine  Webber  finds 

e  overall  stock  market  fairly  valued 

jt  is  nevertheless  looking  for  an  8%- 

10%  gain  this  year.  Her  picks  focus 

1  firms  in  industries  likely  to  grow 

ster  than  the  overall  economy.  One 

ich  sector,  according  to  Farrell,  is 

lecommunications.  She  likes  at&t, 

)r  its  potential  outside  the  U.S.  and 

s  dominance  in  the  domestic  long- 

istance  business.    (See  cover  story.) 

arrell  also  favors  Mexico's  TelMex, 

hich  she  believes  will  grow  rapidly  as 

lexico's  economy  expands. 


Special  focus 


The  overall  market 


The  table  below  lists  the  ten  stock  funds 
with  the  greatest  percentage  increase  in  net 
Assets  (excluding  performance  gains  and 
reinvested  dividends)  in  1992.  Note  that 
four  of  the  funds  with  the  highest  inflows 
during  1992  are  sector  funds,  an  indication 
that  investors  will  give  up  diversification  to 
chase  a  good  record. 

What  investors  bougtit 


1992  net    1 
Fund                             purchases  | 

Fidelity  Select-S&L 

207%    1 

Fidelity  Value  Fund 

59        1 

Skyline  Fund-Spec  Equities 

49 

Fidelity  Low-Priced  Stock 

46 

Strong  Common  Stock  Fund 

29 

Pioneer  Cap  Growth 

28 

Fidelity  Select-Regional  Banks  25       | 

Fidelity  Stock  Selector 

24        1 

Financial  Strategic-Tech 

22 

Fidelity  Select-Const/Housing 

21 

Source:  AMG  Data  Services,  Areata,  Calif. 


d 


2600 
2400 
2200 
2000 
1800 

1600 

1400 


The  Barra  All-US  index 

as  of  1/7/93: 

Market  value:  $4,308.8  billion                                    t^mJtJt 

P/E:  25.7 

inHyv^ 

P/E  minus  negative  EPS: 

18°    ^^^  Jh.    ff'^' 

Price/book;  2.4    ^ 

JT'^y/V  a 

Yield;  2.6%        M. 

ai^^f\j/ 
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Closeup  on  the  market 


%  change  from 


Index  or  Investment 

Barra  All-US  Index 

S&P/Barra  Growth  Index' 

S&P/Barra  Value  index^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  futures  Index  "^ 

Gold^ 

Yen  Mper  $U.S.) 

Oil' 


2-week  change 


-1.1% 

-3.2 

-0.7 

-1.7 

-2.1 

-1.6 

1.9 

0.7 
-2.5 
-0.8 
-1.3 

1.0 
^.8 


3.5% 

-1.2% 

2.1 

-3.7 

10.3 
1.9 

-0.9 
-4.2 

1  year  ago 

3.5 

2.1 
10.3 

1.9 

3.1 

3.1 

9.4 
-2.6 
-15.9 
-3.0 
-7.8 

1.0 

6.2 


5-year  high 

-1.2' 
-3.7 
-0.9 
-4.2 
-2.4 
-2.0 
-0.5 
-5.2 
29.3 
25.7 
34.6 
23.7 
-53.9 


The  best  and  worst  performing  stocks^ 


The  best  and  worst  performing  industry  factors^ 


-0.5 

-5.2 

-29.3 

-25.7 

-34.6 

-23.7 

Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993      i 
EPS'     i 

IIS  Intelligent  Info 

631/4 

131/2 
14V8 

37% 

37 

35 

NA 

$0.48 

NA 

Nature's  Bounty 

141/2 

-38% 

NA 

$0.09     .^ 

1.12     1 

1.28     1 

0.30    i 

Pyramid  Technology 
First  Pacific  Network 

TSI 

FlleNet 

Hauser  Chem  Research 

41/8 
133/4 
211/2 

-37 
-32 
-24 

Williams-Sonoma 

14 

225/8 

30 

0.72 

Fleet  Call 

29 

-1.04 

IntI  Murex  Technologies 

6^8 

-21 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

f 

Motor  vehicles 

5.0% 

5.9% 
5.7 

Cosmetics 

-9.4% 

-8.9% 

Electronics 

4.9 

Health  care 

-6.3 
-6.0 
-5.3 

-6.7 
-8.0 

-5.1 

Forest  products 
Photographic,  optical 

4.6 
4.2 

1.7 
5.2 

Tobacco 
Pharmaceuticals 

MIsc  mining,  metals 

2.2 

1.3 

Gas  utilities 

-4.2 

-2.7 

^  Data  for  period  ending  1/7/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  marl^ets. 

f,  REITs  and  closed-end  funds  are  excluded.   '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 

tri.  2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^  A  dollar-denominated  capitalization-weighted  index  of 

■  -•  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures.  *  Knight-Ridder  Financial  Information. 

_     ui;ring  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  *  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 

).  ;and  growth  characteristics.  Multi-industry  firms  have  proportional  contributiors  in  two  or  more  groups.  NA;  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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NEW  ISSUES  REVIEW                                                               1 

BY  SGOn  DeCARIO 

miiii 

1 

1 

The  biggest  new  issues' 

' 

I 

Company/business                                       1 

Exchange 

Offer 
date 

Offer 
price 

12/31/92 
price 

Offering 
{$mil) 

Lead 
underwriter 

Performance  to  date 
absolute    reltomkt^  { 

First  Colony  Corp/insurance 

n 

12/8/92 

28 

341/8 

$241 

First  Boston 
Salomon  Brothers 

22% 

122 

Life  Re/reinsurance 

n 
n 

10/27/92 

22 

28^8 

233    . 

31 

126 

Minerals  Technologies/specialty  chems  &  svcs 

10/23/92 

16 

21,3/4 

<208 

Lazard  Freres 
Morgan  Stanley 

36 

129 

CompuWare/software  retailer 

0 

12/16/92 

22 

253/4 

180 

17 

116 

CMAC  Investment/mortgage  insurance 

n 

10/30/92 

18 

26 '/4 

174 

Lehman  Brothers 

46 

140 

Hayes  Wheels  Intl/autonnotive  wheels 

n 

12/16/92 

19 

20 

156 

Smith  Barney 

5 

104 
106       \ 

119       1 
96 

130 

Purolator  Prods/automotive  filters 
Caraustar  Inds/recycles  paper  prods 
Breed  Technologies/sensors  for  airbag  sys 
Maybelline/perfumes  &  cosmetics 

0 
0 

n 
n 

12/14/92 

10/1/92 

11/12/92 

12/10/92 

15 
15 
17 

231/2 

16 

183/4 

16V8 

30  Vs 

150 
145 
131 

109 

Lehman  Brothers 
Goldman,  Sachs 
Goldman,  Sachs 

Merrill  Lynch 

7 
25 

-1 

30 

Performance  update 


Despite  a  summer  slowdown,  1992 
was  a  record  year  for  new  stock  offer- 
ings. In  total,  a  record  $20.3  billion  in 
capital  was  raised,  37%  more  than  the 
$14.8  billion  raised  in  1991.  In  the 
fourth  quarter  of  1992  there  were 
105  newly  public  companies,  which 
auctioned  off  $4  billion  of  stock. 

The  new  issues  market  is  off  to 
another  fast  start  this  year.  According 
to  Securities  Data  Co.,  there  are  al- 
ready 80  stocks  in  registration  at  iJie 
Securities  &  Exchange  Commission 
and  another  40  are  expected  to  regis- 
ter in  February.  But  Michael  DiCarlo, 
portfolio  manager  of  the  John  Han- 
cock Special  Equities  Fund,  figures 
the  market  will  soon  begin  to  choke 
on  itself  "Early  in  the  underwriting 
cycle,  you  get  the  quality  companies 
first,"  he  reminds.  "Further  down  the 
cycle,  the  companies  get  worse." 

The  best-performing  new  issue  last 
quarter  was  Casino  Magic,  which 
went  public  in  October  and  had  post- 
ed a  360%  gain  by  year-end.  Casino 
Magic  was  a  $19  million  offering  from 
little-known  Summit  Investment.  For 
all  of  1992,  Lone  Star  Steakhouse  & 
Saloon,  which  went  public  in  March, 
had  the  best  gain,  457%. 

Goldman,  Sachs  was  again  the  top 
underwriter.  It  raised  $3.8  billion  in 
new  capital,  40%  more  than  the  $2.7 
billion  it  raised  in  1991 . 


The  best  new  issues' 

1 

Company/business 

Offer 
price 

Offering 
($mil) 

{ 
Lead             Performance  to  date    ' 
underwriter         absolute    rel  to  mkt^ 

Casino  Magic/operates  casinos 

5 

$19 

Summit  Investment    360% 

437 

NetWorth/networking  equip 

16 

18 

Robertson  Stephens    136 

232 

Physicians  Clinical  Lab/clinical  lab  svcs       8 
Platinum  Software/fin!  mgmt  software       14 
Hungarian  Tel  &  Cable/phone  &  cable  svcs   7 

12 

35 

6 

Smith  Barney             113 
Hambrecht  &  Quist     110 
JW  Barclay                 107 

202 
200 
209 

1 

The  worst  new  issues'                                                                        | 

Company/business 

DiversiFax/self-service  fax  machines 
Sport  Chalet/sporting  goods  stores 
Health  Image  Media/health  magazine 
Trident  Microsys/graphic  chips  &  cards 
Sellectek/electric  equip 


Offer   Offering 
price     ($mil) 


Performance  to  date 
absolute    reltomkt^ 


5 

91/4 
6 
17 
4 


$5 
15 

7 
51 

5 


Lead 
underwriter 

RF  Lafferty  -45%  53 

Wedbush  Morgan  -14  84 

DH  Blair  -10  85 

Alex  Brown  &  Sons  -10  89 

Dakin  Sees  -9  90 


The  most  active  investment  bankers  Industries  going  public ' 


Underwriter 
Goldman,  Sachs 
Lehman  Brothers 
Morgan  Stanley 
Merrill  Lynch 
First  Boston 


Total 
offerings 

25 
29 
24 
21 
22 


Total  raised 
($mil) 

$3,769 
2,325 
2,096 
1,728 
1,413 


Industry 

Manufacturing 

Services 

Retail 

Insurance 

Health  care 


Total 
offerings 

186 
55 
43 
19 
29 


Total  raised 
($mil) 

$8,305 
2,442 
1,842 
1,839 
1,191 


Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offer  date  of  10/1/92  to  12/31/92,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships,  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and 
spinoffs,  'Last  quarter.  'The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Latest  12  months.  Source:  Securities  Data  Co. 
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10  ANNOUNCE 

IHEKSSINGd 

TIME 


(And  of  Newsweek) 


This  year,  for  the  first  time  ever,  US.  News 
passed  both  Time  and  Newsweek  to  become 
the  #1  newsmagazine  in  advertising  pages.  Our 
1992  total  was  a  record-breaking  2,170  pages. 

A  fluke?  A  one-time  wonder? 

Actually,  it's  part  of  a  long-term  trend.  In 
the  seven  years  since  we  became  the  only 
newsmagazine  to  offer  our 
readers  News  You  Can  Use  - 


. 


a  unique  mix  of  news  analysis  and  lifestyle 
management  information  -  our  ad  pages, 
revenue,  circulation  and  readership  have 
grown  steadily. 

Our  heartfelt  thanks  to  our  readers  and 
advertisers,  who  recognize  that  in  a  state  of 
political,  economic  and  social  transition, 
U.S.  News  is  more  valuable 
than  ever. 


NEWS  YOU  Can  USE 


THE  FUNDS 


EDITED  DY  JASDN  ZWEIG 


Some  people  pick  stocks  on  financial  criteria  and  some 
on  volcanic  eruptions.  Neal  Miller  at  Fidelity's  New 
Millennium  Fund  has  had  good  luck  with  volcanoes. 

The  Ouija  fiuid 


I 


By  Mary  Beth  Grover 

With  at  least  4,000  mutual  funds 
out  there,  it's  getting  tougher  and 
tougher  to  come  up  with  the  kind  of 
unique  selling  proposition  that  will 
get  people's  attention.  Tough  but  not 
impossible.  In  late  December  Fidelity 
floated  the  New  Millennium  Fund, 
which  buys  stocks  based  on  forecasts 
of  trends  in  demographics,  social  atti- 
tudes and  climate.  A  kind  of  new- age 
approach  to  the  stock  market. 

New  Millennium's  manager, 
Neal  Miller,  chooses  investments 
by  pondering  such  events  as  volca- 
nic eruptions,  the  alienation  of 
city-dwellers  and  the  changing 
technology  of  refrigeration.  "I  try 
to  be  tomorrow's  newspaper  to- 
day, to  discover  the  investment 
implications  of  change  before  Wall 
Street  does,"  says  Miller. 

Does  Miller's  approach  work.> 
There's  some  favorable  evidence. 
From  1985  to  1988,  nmning 
Chase  Manhattan's  Medium  Capi- 
talization Growth  Equity  trust 
fund,  he  returned  19%  a  year,  ver- 
sus 17.7%  for  the  Standard  & 
Poor's  500. 

In  June  1990  he  took  over  Fidel- 
ity's Aggressive  Equity  Discipline 
trust  flind  from  another  noted  trend- 
spotter,  Peter  Lynch.  Through  the 
end  of  1 992 ,  Aggressive  Equity  under 
Miller  racked  up  1 5 .7%  a  year,  against 
ll%forthes&p500. 

Miller  is  no  value  investor.  He  pays 
litde  attention  to  multiples  of  earn- 
ings or  book  value.  "I'm  inferential, 
not  linear,"  he  shrugs.  Meaning  he's 
betting  not  on  current  earnings  but 
on  his  predictions  of  future  earnings. 
His  portfolio  is  priced  at  an  average  of 
25  times  trailing  earnings — versus  23 
for  the  overall  market — and  6  of  his 
top  20  holdings  are  priced  at  or  over 
40  times  earnings. 

Miller,  50,  doesn't  spend  a  lot  of 


time  studying  past  records  of  compa- 
nies. Instead,  he  concentrates  on 
combing  through  trade  journals 
ranging  from  Wheelingi  and  Trans- 
mission Monthly  to  Gypsy  Moth  News 
and  Shotgun  News.  He  also  spends 
time  checking  out  trade  shows.  This 
wide-ranging  approach  to  investing 
fits  the  Rochester,  N.Y.  native's  hyper 
personality. 

Miller  got  his  taste  for  "inferential" 


rather  than  "linear"  research  in  1959, 
when  he  made  a  small  bundle  for  his 
high  school  treasury  by  buying  shares 
of  what  is  now  Xerox.  No  amount  of 
studying  earnings  records  or  balance 
sheets  would  have  suggested  to  him 
that  Xerox  would  soon  explode  onto 
the  national  scene  with  its  xerogra- 
phy. At  Carleton  College  in  North - 
field,  Minn,  he  studied  psychology 
along  with  economics. 

Miller  picks  the  brains  of  trend - 
meister  James  Williams  of  Williams 
Inference  Service  in  Longmeadow, 
Mass.  In  1990  Williams  mused  about 
the  growing  flight  from  America's 
cities.  Making  due  inference  from 
that,  Miller  figured  that  urban  refu- 


gees would  be  donning  the  countrj 
look.  So,  later  that  year.  Miller  hac    it 
Aggressive  Equit>'  Discipline  load  uj  OCl^J 
on  cowboy  boot  manufacturer  Justii  ip$g( 
Industries    and    western-st)de    jeans 
maker  VF  Corp.  Justin  and  VF  hav 
both  more  than  doubled  since  then 

In  1991  Miller  read  in  Air  Condi 
tioning,  Heating  and  Refrigeratio 
News  that  the  industry  was  in  a  tiz 
over  the  regulatory  phaseout  of  Fre 
on,  the  refrigerant  that  supposedl 
damages  the  ozone  layer.  So  las 
spring  he  bought  Manitowoc,  vvhic 
uses  a  Freon  substitute  in  its  ice  ma-  liateri^ 
chines,  and  Appliance  Recycling  Cen- » Loni 
ters  of  America,  which  taps  Freon  s  at  p 
from  old  refrigerators.  kNo 

Miller  thinks  automatic  teller  ma-  gsmiil 
chines  will  eventually  spew  out  every-  Ajed 
thing  from  stamps  to  theater  tickets  falljitn 
So  he  is  buying  Diebold,  the  industry  jlett hi 
leader,  on  the  bet  that  existing  teller  nemac 
machines  will  have  to  be  upgraded,  i  the  t 
Miller's  demographic  reading  fji|  Sn 
I  tells  him  that  the  number  of  high  n the! 
f  school  graduates  is  rising  just  asock 
opportunities  in  the  military  arc  ^  jfo 
shrinking.  So  he  likes  DeVry  Inc.,  a  lejtch 
for-profit  vocational  school  chain,  itha' 

When  Mount  Pinatubo  in  the  von 
Philippines  erupted  in  June  1991,  ^mij 
Miller  figured  the  dust  from  themsnx 
volcano  would  dim  the  sun,  cooljci,itt; 
the  planet  and  increase  rainfall,  [nlil 
That,  he  reasoned,  would  makepi 
lawns  grow  like  weeds,  so  he  load-fv 
ed  up  on  Toro,  the  lawnmower 
producer,   and    Barefoot   Inc.,   aL 
lawn-care  firm.   He's  had  betteij 
than  50%  gains  in  each.  | 

Miller's  new-age   approach   tc)| 
managing   money   doesn't   come 
cheap.  Investors  pay  a  3%  upfront  loa 
and  a  1 .4%  expense  ratio  to  sit  at  New 
Millennium's  Ouija  board. 

Is  it  worth  it?  Miller's  performano 
record  at  Fidelity  is  too  short  to  makelj 
a  good  judgment.  But  we  can  say  this  , 
from   observations   of  other   hunch 
players  who  pick  trendy  stocks  and 
downplay  fundamentals:  These  guy 
often  beat  the  averages  in  bull  mar 
kets — which  may  account  for  a  goo 
part    of    Miller's    superior    perfor 
mance — but  they  tend  to  underper 
form  in  bear  markets.  So  a  fund  like 
this  could  certainly  be  volatile,  but  il 
you  want  to  place  a  bet  on  one  man',-, 
ability  to  figure  the  future,  it's  worth  a 
tumble.  "^^i 
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jiventy  years  ago  David  Schafer  loved  the  Nifty  Fifty 
locks  that  Wall  Street  figured  would  grow  forever, 
pese  days  he  likes  the  stocks  that  Wall  Street  hates. 

efonned  sinner 


Fr( 


HERE'S  NO  MORE  zealous  believer 
an  a  convert.  That's  why  David 
hafer  is  a  believer  in  low-P/E  invest- 
g.  Long  ago  he  favored  stocks  trad- 
g  at  giant  multiples  of  their  earn- 
gs.  Now  he's  a  fanatic  for  low  earn- 
gs  multiples. 

Aged  52,  Schafer  has  been  around 
'all  Street  since  1966.  In  late  1972 
;  left  his  job  as  an  analyst  to  oversee 
ternational  Nickel's  pension  ftind. 
1  the  mass  hypnosis  then  gripping 
fail  Street,  the  average  multiple 
a  the  Nifty  Fifty  list  of  glamour 
ocks  (Avon,  Polaroid,  3M  and 
le  like)  topped  55.  Schafer  had 
le  itch  in  the  worst  way.  He  recalls 
ith  a  smile  that  his  favorite  was 
Von      Products — then      priced 
'ound  140,  or  65  times  earnings. 
s  stock  price  would  soon  drop 
elow  20. 
Unlike  a  lot  of  other  Nifty  Fifty 
/pes,  however,  Schafer  didn't  get 
ashed  away  in  the  debacle.  His 
rst  job  at  Inco  was  to  prepare  an 
xhaustive   report  justifying  why 
lanagement  of  part  of  the  pension 
and  should  be  moved  in-house.  It 
ook  Schafer  over  a  year,  during 
/hich  he  did  no  buying  or  selling.      I 
'^}y  late  1974,  when  Inco  finally 
urned    its    pension    ftmd    over    to 
ichafer  to  manage,  the  bear  market 
vas  over.  Says  he:  "After  that,  I  didn't 
:now  how  1  ^as  going  to  manage 
noney,  but  I^-  knew  how  1  wasn't 
;oing  to." 

Schafer  began  by  buying  only 
tocks  selling  at  lower  multiples  of 
:arnings  than  the  S&P  500.  To  that 
ilue  angle  he  added  a  vestige  of 
^rowth:  He  would  buy  only  stocks 
"hat  he  thought  could  increase  their 
:arnings  faster  than  the  overall  market 
3ver  the  next  few  years. 

With  1973-74  burned  in  his  mem- 
ory, Schafer  has  never  since  bought  a 
I  stock  with  a  p/e  bigger  than  a  shoe 
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size.  And  he  has  left  big  footprints:  At 
Inco,  he  stomped  out  an  average  an- 
nual return  of  20%  from  1975  to 
1981,  outracing  the  S&P  by  4  points. 
He  left  Inco  in  1981  to  start  his  own 
investment  firm.  His  closed-end 
Schafer  Value  Trust  was  beating  the 
market  smardy  when  arbitragers, 
lured  by  the  fund's  discount  to  net 
asset  value,  forced  Schafer  to  liquidate 
it  in  1990.  And  his  open-end,  no-load 
Schafer  Value  Fund  returned  19%  last 


Schafer  Value  Fund's  David  Schafer 
Once  burned,  twice  shy. 


year — better  than  double  the  mar- 
ket's return.  The  fund,  with  only  $14 
million  in  assets,  is  just  a  showcase  for 
Schafer's  two  investment  firms,  which 
handle  $725  million  in  pension  and 
private  accounts. 

Value  stocks,  Schafer's  present  reli- 
gion, are  usually  defined  as  those 
fetching  lower  price/earnings  and 
price/book  multiples  than  the  market 
as  a  whole.  Value  seems  to  be  back  in 
style  tliese  days:  After  several  years  of 
losing  out  to  growth,  value  stocks 
outperformed  the  higher- multiple 
growth  stocks  by  a  wide  margin  last 
year,  according  to  indexes  kept  by 
Frank  Russell  Co. 


But,  as  Schafer  well  knows,  the 
market  tends  to  have  alternating 
flings  with  growth  and  value.  So  his 
harmony  of  value  and  growth  could 
be  a  nice  hedge.  He  paid  less  than  ten 
times  earnings  on  average  for  the 
stocks  in  his  fiind,  but  he  expects  their 
earnings  to  grow  at  least  1 5%  over  the 
next  three  to  five  years.  Other  rules  of 
his:  He  commits  no  more  than  3%  of 
the  portfolio  to  any  single  stock,  no 
more  than  20%  to  a  single  industry, 
and  rarely  more  than  3%  to  cash. 
When  a  stock's  p/e  rises  as  high  as  the 
market's  (recendy  16.5,  the  way 
Schafer  calculates  it),  he  dumps  the 
stock.  Thus  he  sold  oil  giant  Atlantic 
Richfield  and  UJB  Financial,  the  New 
Jersey  bank,  last  year  when  their  p/es 
edged  up. 

Lately  Schafer's  biggest  sector  has 
been  defense  and  aerospace,  led  by 
Northrop  Corp.,  the  defense  contrac- 
tor. "The  smart  operators  in  this  busi- 
ness will  come  out  okay,"  asserts 
Schafer. 

Schafer  tanked  up  on  Progres- 
sive  Corp.,   the   Cleveland- based 
auto  insurer,  and  Old  Republic 
International,    the    liability    and 
workers'  compensation  outfit,  in 
1989  and  1990.  They  were  cheap 
because  junk- bond  jitters  and  Cali- 
fornia's Proposition  103  to  restrict 
premiums  were  pummeling  insur- 
ance stocks.  He  bought  Old  Re- 
public at  about  5  times  earnings; 
he  had  to  pay  about  8  times  for 
Progressive.    Progressive    is   now 
selling  for  21  times  trailing  earn- 
ings; that  has  left  Schafer  with  an 
impressive  190%  gain  in  the  stock. 
Lately  he's  been  buying  Fleet 
Mortgage,  the  loan  servicing  outfit 
spun  out  of  New  England  banking 
giant  Fleet  Financial.  Another  recent 
favorite:  Ultramar  Corp.,  the  Tarry- 
town,  N.Y. -based  oil  refiner,  which 
Schafer  started  buying  in  December 
at   seven    to   eight   times    earnings. 
When  one  of  Ultramar's  tankers  ran 
aground  oflf  the  Scottish  coast  in  early 
January,  the  stock  dropped  nearly  two 
points,  to  about  17.  Schafer  promptly 
bought  more. 

Schafer  owns  GM:  "Car  people,  not 
financial  people,  are  in  charge  again, 
and  I  like  the  new  products."  But  IBM 
makes  him  shudder:  "1  think  it  has  a 
lot  fiarther  to  go  in  resurrecting  it- 
self." -J.Z.  H 
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CAPITAL  MARKETS 


MONEY  &  INVESTMENTS 


'« lot  of  advisers  say  you  should  diversify  your 
hidings  between  stocks  and  bonds, 
ut  experience  says  this  advice  is  wrong. 

o  needs 


>onds.^ 


lY  PETER  L.  BERNSTEIN 


ter  L.  Bernstein  is  president 
'^eter  L.  Bernstein,  Inc. 
:1  was  founding  editor  of  The  Journal 
Portfolio  Management. 


losT  INVESTORS  like  to  hold  both 
nds  and  stocks.  The  bonds  give 

Iiem  a  sense  of  stability  and  an  attrac- 
ve  flow  of  income,  while  the  stocks 
rovide  the  Rin  and  the  promise  of 
leater  wealth  in  the  future. 
But  does  it  really  make  sense  to 
old  bonds  in  an  investment  portfo- 
o?  I  think  not,  especially  today. 
The  long-term  record  tells  us  that 
onds  have  a  lower  expected  total 
turn  (income  plus  capital  growth) 
lan  stocks.  Go  back  all  the  way  to 
925.  Over  this  period  stocks  yielded 
compound  annual  return  of  more 
lan  10%,  bonds  a  bit  under  5%.  Thus 
tocks  did  twice  as  well  as  bonds.  Too 
)ng  a  period^:  From  1967  through 
982    the    comparable    figures    are 
>cks,  12.3%;  bonds,  4.9%.  For  the 
St  ten  years,  too,  bonds  lagged: 
K-ks,  17.6%;  bonds,  13.8%. 
Common    sense     explains     these 
nibers.  Over  the  long  run,  less  risky 
cts  cannot  outperform  riskier  as- 
cts.  If  that  was  what  people  expected, 
nvestors  would  all  pile  into  the  less 
isk}'  asset,  driving  up  its  price  and 
owering  its  expected  return. 
Neither     have     bonds     provided 
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worthwhile  diversification  as  they  of- 
ten move  in  the  same  direction  as 
stocks.  This  was  the  case  in  78  of  the 
111  calendar  quarters  since  1965 — 53 
quarters  when  both  had  positive  re- 
turns, and  25  when  both  had  negative 
returns.  Even  in  the  quarters  when 
both  did  well,  stocks  outperformed 
bonds  more  ofi:en  than  not. 

Stock  returns  were  negative  in  39  of 
those  111  quarters.  In  only  14  of  the 
39  bearish  quarters  did  bonds  earn 
positive  returns.  As  we  can  see,  bonds 
were  not  a  good  hedge  against  weak- 
ness in  stocks. 

We  know  that  bonds  show  inferior 
returns  to  stocks,  and  we  also  see  that 
they  aren't  a  very  good  hedge  against 
declines  in  the  stock  market.  So  who 
needs  bonds  if  stocks  and  bonds  are 
usually  moving  up  and  down  togeth- 
er? No  one  wants  an  asset  that  pro- 
vides lower  positive  returns  than  an 
alternative  asset. 

But  doesn't  the  lower  risk  of  bonds 
compensate  for  their  lower  expected 
returns  and  their  failure  as  diversifica- 
tion? I  think  not.  The  perception  that 
bonds  are  less  risky  is  insufficient  justi- 
fication for  including  them  in  a  port- 
folio with  stocks.  There  are  better 
ways  to  hedge  the  risk  in  owning 
equities  than  by  holding  bonds.  You 
can  held  cash  equivalents,  which  nev- 
er have  negative  returns.  You  can 
hedge  your  risks  in  the  markets  for 
options  and  futures.  You  can  use  dy- 
namic strategies,  selling  as  the  market 
goes  down,  buying  as  it  goes  back  up. 

It  is  not  by  accident  that  bond 
prices  and  stock  prices  so  often  move 
in  the  same  direction.  The  primary 
linkage  is  in  the  critical  role  that  the 
bond  yield  plays  in  setting  the  dis- 
count rate  on  future  cash  flows  that 
drives  stock  valuations:  Declining  in- 


terest rates  push  up  bond  prices,  but 
they  also  push  up  stock  prices.  In 
other  words,  declining  interest  rates 
are  good  for  both  stocks  and  bonds. 
Conversely,  rising  interest  rates  are 
bad  for  both,  so  they  tend  to  move 
together  more  often  than  not. 

There  is  also  another  more  subtle 
and  litde- noted  influence  at  work: 
Bonds  are  contracts  that  pay  the  same 
income,  year  in  and  year  out,  until 
they  mature.  Stocks  are  claims  on 
uncertain  cash  flows  that  investors  buy 
because  they  expect  higher  dividend 
income  in  the  fuaire.  Optimism  or 
pessimism  about  dividend  growth, 
therefore,  and  especially  about  divi- 
dend growth  in  excess  of  inflation, 
plays  a  critical  role  in  the  interaction  of 
bond  returns  and  stock  returns.  When 
investors  are  pessimistic  about  fi.iture 
dividends,  stocks  become  more  bond- 
like and  tend  to  mimic  bond  behavior; 
the  two  move  in  unison.  Wlien  inves- 
tors are  optimistic  about  dividend 
growth,  stocks  tend  to  outperform 
bonds  because  investors  build  the 
higher  expectations  into  stock  prices, 
but  bond  prices  don't  benefit  from  the 
changed  expectations. 

These  forces  explain  why  stocks 
and  bonds  went  their  separate  ways 
during  most  of  1988-89,  when  year- 
over-year  dividend  growth  on  the  S&P 
500  ran  in  the  neighborhood  of  10%. 
Since  early  1990  bond  and  stock  re- 
turns have  generally  moved  more 
closely  together  as  dividend  growth 
has  shriveled  to  only  a  couple  of  per- 
centage points  per  annum. 

This  analysis  is  highly  relevant  to 
the  choices  facing  investors  early  in 
1993.  If  business  activity  gains  for- 
ward momentum,  interest  rates  will 
probably  rise  and  bonds  will  have  low 
or  negative  returns.  Does  that  spell 
disaster  for  the  stock  market?  Not  if 
the  brightening  horizon  for  the  econ- 
omy means  that  accelerated  growth  in 
profits  and  dividends  breaks  through 
at  the  same  time.  In  any  case,  the 
historical  odds  are  only  57  out  of  100 
that  stocks  will  fall  if  interest  rates  rise. 

My  own  expectations  for  profits  are 
high,  with  dividend  grovMli  following 
along.  As  a  result,  I  doubt  tiiat  higher 
interest  rates  represent  a  major  threat  to 
the  stock  market  now.  Yet  they  may  be  a 
danger  for  bond  prices.  I  see  no  reason 
to  hold  bonds  at  this  time — either  as  a 
hedge  or  for  capital  gains.  ^ 

113 


THE  CONTRARIAN 


MONEY  &  INVESTMENTS 


Traders  usually  die  poor,  while 
hard-core  buy-and-holders  can 
get  blindsided— as  with  IBM. 

A  buy-and-watch 
strategy 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  Nev^^  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Two  DRAMATICALLY  opposite  invest- 
ment approaches  have  always  been 
popular  among  investors.  The  first  is 
to  buy  stocks  and  put  them  away, 
placing  your  faith  in  management's 
ability  to  make  the  business  grow. 
The  second  way  is  trading,  trying  to 
catch  the  wiggles  and  waves  in  the 
stock  charts. 

The  second,  flipping  stocks,  has 
almost  always  lost  money  over  time 
for  the  player  and  made  money  for  his 
broker.  But  this  doesn't  mean  that 
an  unadulterated  put-'em-away-and- 
forget-'em  approach  is  the  best  way  to 
go.  IBM  was  the  bluest  of  the  blue  chips, 
but  anyone  who  held  it  over  the  past 
decade  had  a  miserable  experience. 
The  same  with  General  Motors.  And 
Westinghouse.  Yet  these  three  were 
dominant  in  their  markets  and  among 
the  international  leaders  in  size,  finan- 
cial strength  and  profitabilit)'. 

IBM  at  its  high-water  mark  made  up 
7%  of  the  total  market  value  of  the  s&p 
500.  So  formidable  did  IBM  appear 
that  for  over  a  decade  the  government 
trustbusters  rigorously  tried  to  split 
up  the  company,  arguing  that  if  this 
was  not  done  it  would  monopolize 


the  computer  industry.  IBM  paid  le- 
gions of  top  lawyers  hundreds  of  mil- 
lions to  keep  the  feds  away. 

The  irony  is  that  only  a  little  more 
than  a  decade  later  the  same  company 
is  coming  up  with  a  plan  to  split  itself 
into  a  number  of  independent  and, 
with  any  luck,  profitable  entities, 
while  taking  unprecedented  charges 
to  do  so.  Precisely  what  the  feds  want- 
ed and  what  IBM  would  have  fought  to 
the  death  to  prevent  some  years  ago. 

IBM  is  only  the  latest  example  of 
how  dynamic  change  is  the  heart  of 
our  system  and  the  catalyst  for  eco- 
nomic growth.  The  whale  ofi:en 
flounders  as  smaller,  innovative, 
quick- moving  competitors  continue 
to  expand  sales  even  through  severe 
economic  recession. 

Okay,  if  trading  is  poison  for  most 
people  and  a  lock-away  strateg)'  is 
dangerous,  what  works  best?  A  modi- 
fied buy-and-hold  stance.  Buy  good- 
qualit)'  stocks  when  the  price  is  right 
and  hold  them  so  long  as  their  funda- 
mentals don't  deteriorate.  Don't  re- 
act to  every  uptick  or  downtick,  but 
don't  be  complacent,  cither.  You 
don't  sell  on  every  down  quarter  but 
you  also  don't  go  to  sleep.  If  some- 
thing as  major  as  the  PC  comes  along 
and  you  notice  that  IBM  is  losing 
control  of  the  development,  it's  time 
to  reconsider  the  wisdom  of  holding 
the  stock. 

What  are  the  danger  signs  that  the 
long-term  investor  should  watch  for? 
■  In  recent  years  one  of  the  most 
critical  has  been  the  "one-time  re- 
structuring charge."  If  a  company 
takes  a  large  writcofi',  it's  a  clear  warn- 
ing to  watch  carefully.  The  vaguer  the 
reasons  management  gives  for  the 
charge  or  the  details  of  the  ensuing 
reorganization,  the  higher  the  state  of 
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alert.  If  a  "one-time  charge"  is  fo 
lowed  by  another  major  writeoff",  th 
prudent  course  is  to  bail  out. 

■  Watch  revenue,  profitability',  returi 
on  capital  and  market  share.  If  the 
falter  while  the  competition  cond 
ues  to  move  ahead,  there  is  a  gooi 
chance  of  trouble  down  the  road. 

■  Scrutinize  management  statement] 
about  areas  of  major  concern  to  in\  es 
tors.  If  instead  of  discussing  them  ii 
detail  the  company  glosses  over  the 
the  way  GM,  Westinghouse  and  IB 
did  for  years,  watch  out. 

■  Finally,  another  important  warnin 
light  is  a  strong  balance  sheet  deterio 
rating  without  good  reasons. 

Listed  here  are  some  stocks  tha 
look  attractive  now  for  long-term  in 
vestors.  None  of  these  companies  i 
flashing  any  of  the  warning  signals 
listed  above  and  all  have  excellenif"^^^ 
current  and  long-range  prospects:       K^'' 

Boeimj ( 38 )  is  the  leading  manufac  vv' 
turer  of  commercial  jets,  with  roughb  1*5*": 

70%  of  the  market.  The  worldwidt  . 

recession  has  resulted  in  order  cancel 
ations  and  deferments,  knocking  th(  Ialle 
stock  down  30%  from  its  1992  high  id  an 
Although  BA  earnings  will  be  up  onh  jVili 
marginally  this  year,  the  growtl  lodsi 
should  accelerate  as  air  travel  picks  upj  iintj 
BA  has  a  P/E  of  8  and  yields  2.6%.        w- 

Gi^ow  Group  ( 1 3 )  is  a  manufacture  l;Th 
of  paints  and  coatings.  The  compan]|  icnbi 
should  show  a  sharp  increase  in  earn  But 
ings  in  the  current  fiscal  year,  witl  inkui! 
further  gains  ahead.  The  stock  tradelniii 
at  a  P/H  of  13  on  1993  forecasts  ant|  Evci 
yields  1 .8%. 

Chubb  (85)  is  a  leading  propcrt>'/| 
casualt)'  insurer.  Although  Hurrican 
Andrew  will  take  a  bite  out  of  199] 
results,  earnings  are  likely  to  rcacl| 
record  levels  this  year.  C'hubb  trade, 
at  a  P/K  of  13  and  yields  1 .9%. 

Safcco{S7)  is  a  well-managed  insuri 
ance  company.  Earnings  should  re'ac 
record  levels  this  year  and  continue  t( 
show  progress  over  the  next  severa 
years.  The  stock  trades  at  a  P/H  of  I  j 
on  somewhat  depressed  1992  resulti 
and  yields  2.9%. 

Woohvorth{2S)  is  one  of  the  largesj 
retail  chains  with  major  operations  ii 
the  U.S.  and  abroad.  Harningsshoiil 
recover  to  about  $2.30  a  sliare  in  th 
fiscal  year  just  ended  (Jan.    1)  an 
increase  20%  in  the  current  iiscal  year 
The  stock  trades  at  a  P/i;  of  10  on 
1993  estimates  and  yields  3.9%. 
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"*here's  money  to  be  made  by  anticipating 
hich  stocks  soon  will  be  upgraded  by  the  famed 
ilue  Line  ranking  system. 

iunping  the  gun 


III 


b  lark  Hulbert  is  editor  of  tiie  Alexandria,  Va.- 
:    ased  Hulbert  Financial  Digest.  His  newest 
t,ic  ook  is  The  Hulbert  Guide  to  Financial 
;hli  ilewsietters  {Dearborn  Financial  Publishing). 

■idi 

eel 

[hi  /alue  Line's  famed  ranking  system 
lad  a  rotten  year  in  1992.  According 
o  Value  Line's  own  numbers,  the 
tocks  it  liked  best  did  worse  than  the 
iverage  of  all  1 ,700  stocks  in  its  uni- 
'crse — 17%  versus  19%.  But  that's  not 
Jl:  The  stocks  it  liked  the  least  did 
;ven  better,  gaining  29%. 

But  don't  give  up  on  Value  Line's 
•anking  system.  It  has  tripped  up  be- 
le|x)re  and  come  racing  back. 

Even  after  1992's  disappointment, 

che    Value  Line  Investment  Survey 

emains  one  of  the  top  advisory  let- 

iKters   for   gains   since    1980   among 

9] [hose  tracked  by  the  Hulbert  Finan- 

\cial  Digest.  Even  academics  honor 

e  Value  Line's  long-term  performance 

with  the  status  of  being  an  exception 

(or  anomaly)  to  the  Efficient  Market 

d Hypothesis.    . 

t(  But  Value  Line's  annus  horribilis 
rildoes  serve  as  a  warning:  It  may  be 
l^etting  more  difficult  to  profit  from 
Itfits  ranking  system.  With  100,000 
Ipaid  subscribers  (and  many  more 
:s  unpaid),  it  has  become  almost  im- 
ii  possible  to  buy  one  of  Value  Line's 
k  newly  recomnxended  stocks  before 
n  it  already  has  run  up  significantly. 
iJ  Exploiting  Value  Line's  ranking 
ir.  system  in  the  future  may  depend 
ion  outsmarting  the  majority  of 
i other  investors  also  following  it. 


Fortunately,  this  can  be  done. 

Each  week  the  Value  Line  Invest- 
ment Survey  st^rt^ztts  1,700  of  the 
most  widely  followed  stocks  into  five 
categories  according  to  their  antici- 
pated performances  over  the  coming 
year.  The  ranking  system's  exact  cri- 
teria are  secret,  but  it  favors  earnings 
and  price  momentum  (companies 
whose  earnings  and  prices  are  in- 
creasing the  fastest)  as  well  as  those 
with  positive  earnings  "surprises" 
(those  whose  earnings  are  well  above 
analysts'  expectations).  Receiving 
Value  Line's  highest  recommenda- 
tion (its  Group  1 )  are  the  100  stocks 
that  rank  highest  according  to  these 
various  criteria.  The  next  highest 
300  are  placed  in  Group  2,  the  mid- 
dle 900  are  placed  in  Group  3,  the 
next  300  in  Group  4,  while  the  100 
with  the  bleakest  prospects  are 
placed  in  Group  5. 

The  challenge  for  those  wanting  to 
outsmart  the  mass  of  Value  Line's 
followers  is  to  determine — in  advance 
of  Value  Line's  being  received  in  the 
mail — which  stocks  are  likely  to  be 
upgraded  to  Group  1.  Recent  re- 
search both  in  academia  and  on  Wall 
Street  shows  that  this  is  surprisingly 
easy.  All  you  must  do  is  focus  on  those 
Group  2  stocks  with  large  positive 
earnings  surprises.  Chances  are  very 
high  that  such  stocks  will  be  upgraded 
to  a  Group  1  in  a  subsequent  issue  of 
the  Value  Line  Investment  Survey. 

Consider  the  recent  positive  earn- 
ings surprise  from  Intel.  It  was  in 
Value  Line's  Group  2  on  Dec.  16, 
when  the  company  announced  that  its 
fourth-quarter  earnings  would  be  sig- 
nificantly above  analysts'  expecta- 
tions. In  response,  analysts  on  average 
revised  upward  their  earnings  esti- 
mates by  more  than  30%.  Intel  thus 
was  a  good  bet  soon  to  become  a 
Value  Line  Group  1  stock. 

But  it  wasn't  until  more  than  two 
weeks  later  that  subscribers  received 


the  issue  of  Value  Line  that  upgraded 
Intel  to  Group  1.  The  advantage  of 
acting  immediately  after  the  earnings 
announcement  would  have  been  sub- 
stantial. According  to  money  manag- 
er John  James  (who  manages  some 
$12  million  in  a  fund  attempting  to 
outsmart  Value  Line),  his  accounts 
bought  Intel  immediately  after  the 
earnings  surprise  at  79^4.  A  subscriber 
who  waited  until  receiving  his  issue  of 
Value  Line  that  upgraded  Intel  to 
Group  1  would  have  paid  86y2.  By 
pursuing  this  simple  approach,  James 
has  been  able  to  achieve  3%  to  4%  per 
year  more  by  following  Value  Line's 
Group  1  stocks  than  what  the  hfd 
reports  by  using  the  prices  prevailing 
on  the  day  Value  Line  is  received  in 
the  mail. 

How  well  do  earnings  surprises 
predict  changes  in  Value  Line  ranks.^ 
Very  well.  According  to  a  recent  study 
by  University  of  Notre  Dame  profes- 
sors John  Affleck- Graves  and  Richard 
Mendenhall  {Journal  of  Financial 
Economics,  February  1992 ),  the  Value 
Line  phenomenon  really  is  another 
academically  recognized  anomaly  in 
disguise:  the  market's  overreaction  to 
earnings  surprises.  An  investor  who 
buys  those  stocks  with  large  earnings 
surprises  will  end  up  owning  most  of 
the  same  stocks  that  Value  Line  has 
placed  in  Group  1 ,  and  will  have  very 
similar  performance. 

Professors  Affleck- Graves  and 
Mendenhall  don't  consider  their 
study  to  be  a  criticism  of  Value  Line. 
They  continue  to  believe  that  the 
Value  Line  ranking  system  is  one  of 
the  major  anomalies  within  the  effi- 
cient market.  Rather,  they  see  their 
work  as  explaining  why  it  is  that  the 
ranking  system  works  as  well  as  it 
does.  Indeed,  for  the  mass  of  investors 
unwilling  or  unable  to  do  the  addi- 
tional work  required  to  act  immedi- 
ately on  earnings  surprises,  these  pro- 
fessors consider  a  subscription  to  Val- 
ue Line  to  be  a  good  way  of  acting  on 
earnings  surprises. 

Are  you  willing  to  do  the  additional 
work.>  It's  not  that  onerous:  Earnings 
surprises  are  now  regularly  reported 
on  the  wire  services.  Of  course,  if  the 
day  ever  comes  when  a  major  part  of 
Value  Line's  following  acts  in  advance 
of  the  ranking  revisions,  then  the 
anticipation  will  no  longer  be  so  prof- 
itable. But  that's  some  time  off     ■■ 
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The  long,  severe  decline  in  interest  rates  didn't 
produce  a  recovery  in  time  to  save  George  Bush.  But  it 
virtually  assures  investors  a  1993  bull  market. 

The  Fed's  gift 
to  Bill  Clinton 


Ctiarles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm  in  Boston. 


Regardless  of  what  the  new  Presi- 
dent does  or  doesn't  do,  his  Adminis- 
tration is  taking  over  an  economy  that 
is  on  the  mend  and  gaining  momen- 
tum. Of  all  the  levers  available  to 
policymakers  for  jump -starting  the 
economy,  lowering  interest  rates  is 
one  of  the  most  effective.  When  the 
economy  slipped  into  recession  (July 
1990),  the  Fed  discount  rate  stood  at 
7%.  Today  it's  3%.  Over  the  same 
period  the  market  rate  of  interest,  as 
measured  by  the  yield  on  three - 
month  Treasury  bills,  dropped  from 
7.8%  to  around  2.9%  in  October 
1992.  This  amounted  to  a  63%  cut  in 
the  price  of  credit  and  the  lowest  T  bill 
yield  since  1963. 

Almost  as  if  to  confound  poor 
George  Bush,  the  economy  did  not 
respond  the  way  he  must  have  hoped. 
But  don't  confuse  this  delayed  reac- 
tion with  failure  of  interest  rate  policy. 
Look  at  the  table  on  this  page.  Mea- 
sured peak  to  trough,  T  bill  yields 
dropped  50%  or  more  on  seven  prior 
occasions  since  1950.  How  did  the 
economy  react?  Slowly. 

Much  as  during  the  current  episode, 
industrial  production  stagnated  as  the 
price  of  credit  dropped  and  picked  up 
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only  after  interest  rates  bottomed  out. 
It's  just  a  matter  of  timing.  Notice 
that,  without  fail,  industrial  produc- 
tion surged  during  the  12-month  peri- 
od following  interest  rate  troughs,  for 
an  average  pickup  of  nearly  10%. 

The  final  column  in  the  table  shows 
that  the  pickup  almost  invariably  spills 
over  into  the  stock  market.  In  five  of 
the  seven  prior  periods,  interest  rate 
troughs  were  followed  by  extraordi- 
nary double-digit  returns  for  the  S&P 
500.  The  return  was  negative  on  only 
one  occasion. 

From  this  perspective,  the  timing  of 
a  Clinton  bull  market  boils  down  to 
whether  interest  rates  scraped  bottom 
last  fall.  As  a  practical  matter,  it's  hard 
to  imagine  they  didn't,  especially  if 
credit  risk,  inflation  and  taxes  are  the 
prime  determinants  of  the  nominal 
interest  rate.  It's  also  noteworthy  that 


Treasury  bill  futures  market  quota- 
tions (International  Monetary  Mar- 
ket, Chicago)  suggest  that  rates  will 
drift  higher  during  1993.  While 
flitures  pricing  could  prove  wrong,  I 
wouldn't  count  on  it.  Since  their  in- 
ception in  January  1976,  ftitures  mar- 
ket quotations  have  ftinctioned  as  a 
reliable  barometer  of  credit  market 
trends  up  to  a  year  in  advance. 

When  it  comes  to  the  stock  market, 
there's  always  a  rub.  I  have  yet  to 
meet  an  equity  investor  who  wasn't 
worried  about  something.  But  the 
linkage  between  interest  rate  move- 
ments and  the  business  cycle  suggests 
strongly  that  prosperity  is  around  the 
corner,  regardless  of  Mr.  Clinton's 
economic  prescriptions.  If  so,  anoth- 
er opportunity  to  pocket  sizable  re- 
turns in  the  stock  market  could  be  in 
the  offing.  ^ 


Will  lower  rates  spark  prosperity? 

Interest  rate  cycle Reduction  in          Industrial  production  index 

peak  (rate)^        trough  (rate)^      price  of  credit       during  cycle         post  cycle^ 

S&P  500 
total  return^ 

Mar  1989  (8.9%) 
Aug  1984  (10.6) 
Aug  1981  (15.5) 
Aug  1974  (8.9) 

Dec  1969  (8,0) 
Dec  1959  (4.4) 
Oct  1957  (3.6) 
May  1953  (2.3) 

Oct  1992(2.9%) 
Oct   1986(5.2) 
Sept  1982  (7.6) 
Dec  1976(4.3) 

-68% 
-51 
-51 
-51 

1.7% 

1.7 
-5.8 
-4.4 

NA 
9.2% 
8.9 
6.8 

NA 

6.4% 
44.3 
-7.4 

Jan  1972(3.4) 
Oct  1960(2.1) 
May  1958  (0.6) 
June  1954  (0.6) 

.    -58 
-52 
-84 
-72 

3.6 

1.6 

-7.7 

-6.9 

9.2 
6.2 
13.5 
13.7 

14.8        ■ 
32.6 
37,7 
19.1 

Average 

-61 

-2.0 

9.6 

21.1 

'Ttiree-month  Treasury  bill  yield,  montti-end  close.    ^Twelve-month  performance 
NA:  Not  available. 

after  interest  rate  trough. 

Industrial  production  languished  as  the  price  of  credit 
declined,  but  rebounded  once  rates  bottomed  out,  as  did  the 
S&P  500.  Assuming  the  nadir  in  interest  rates  occurred  last 
October,  now  is  not  the  time  to  shun  equity  investment. 
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'm  usually  uncomfortable  when  I'm  in  a 
Tiajority,  but  1993  may  be  an  exception. 
is  the  dollar  poised  for  recovery? 

Year  of  the  doUar 


BYANDREWJ.KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  excliange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  autfior  of  The  Money  Bazaar. 


As  WE  BEGIN  a  new  year,  I  find  myself 
in  a  dilemma  regarding  my  scenario 
for  how  dollar/mark — the  world's 
most  actively  traded  instrument — will 
fare  over  the  coming  months.  The 
overwhelming  sentiment  among  for- 
eign exchange  dealers,  speculators 
and  economists  is  that  the  U.S.  dollar 
is  going  to  move  much  higher  against 
the  German  mark  this  year. 

I  happen  to  agree  with  the  prevail- 
ing sentiment — and  that's  what  cre- 
ates my  dilemma.  Experience  has 
taught  me  to  be  skeptical  of  the  long- 
range  sustainability  of  market  moves 
when  general  market  sentiment  is  too 
heavily  weighted  in  one  direction. 

What  makes  my  dilemma  worse  is 
that  there  are  times  when  the  majority 
is  right,  not  wrong,  and  we  may  be  in 
such  a  time.  Typically  there  are  two 
instances  when  traveling  with  the 
herd  is  the  right  strategy. 

The  first  occasion  occurs  during 
those  rare  instances  when  traders  have 
very  strong  views  but  do  not  have  the 
positions  to  match.  In  general,  this 
exception  has  the  highest  probability 
of  occurring  over  the  year- end  period 
when  banks  and  their  customers 
largely  reduce  their  currency  expo- 
sures to  avoid  getting  hurt  by  thin  and 


whippy  market  conditions.  This  past 
December  was  typical  in  this  regard, 
and  it  could  very  well  be  that  because 
of  year-end  inactivity  there  is  a  lot  of 
pent-up  demand  for  dollars. 

The  other  instance  occurs  when 
fiindamentals  so  overwhelmingly 
shift  in  favor  of  one  currency  that  layer 
after  layer  of  market  participants  can 
reasonably  be  expected  to  buy  the 
newly  favored  currency.  This,  too, 
might  be  the  current  situation. 

Let  me  explain  why  I  diink  the 
dollar  may  be  in  this  position. 

Inflationary  pressures  brought 
about  by  German  unification  and  the 
structural  economic  changes  it  en- 
tailed have  forced  the  Bundesbank 
into  a  deflationary  mode  with  an  ex- 
tremely tough  monetary  policy.  The 
central  bank  is  hoping  to  suflicientiy 
weaken  the  economy  so  that  infla- 
tionary pressures  abate  and  the  foun- 
dation can  be  laid  for  sustained  nonin- 
flationary  (no  greater  than  2%  per 
annum)  economic  growth. 

The  Bundesbank  is  also  extremely 
sensitive  to  the  long-run  dangers  of 
large  fiscal  deficits,  and  wants  some 
action  taken  on  this  front  as  well. 
Therefore,  a  significant  relaxation  of 
monetary  policy  will  also  be  depen- 
dent on  the  government's  introduc- 
ing measures  aimed  at  balancing  the 
budget.  With  budget  cuts  coinciding 
with  an  economic  slowdown,  there  is 
an  increasing  danger  that  social  pres- 
sures will  mount  as  the  situation  dete- 
riorates and  unemployment  rises. 
These  things  will  weaken  the  mark. 

Add  to  this  the  fact  that  euphoria 
regarding  Germany's  prospects  after 
reunification  with  the  east  was  predi- 
cated upon  several  assumptions  that 
have  subsequentiy  been  shattered. 
One  was  that  Russia  and  the  former 
Soviet  Union  would  prove  to  be  enor- 
mous export  markets  into  which  Ger- 
many was  perfectiy  positioned  to  sell. 
The  other  was  that  a  unified  Germany 


would  be  better  positioned  to  export 
its  goods  into  a  rejuvenated,  integrat- 
ed pan- European  community.  In  fact, 
the  CIS  economies  have  effectively 
collapsed,  while  economic  conditions 
have  worsened  among  Germany's 
European  trading  partners. 

Germany's  economic  conditions 
and  prospects  contrast  sharply  with 
those  of  the  U.S.  The  U.S.  economy 
has  experienced  several  false  starts  as  it 
has  tried  to  crawl  its  way  out  of  reces- 
sion, but  it  seems  that  a  sustained, 
albeit  modest,  period  of  growth  has 
finally  begun.  At  the  very  least,  the 
U.S.  economy  has  halted  its  long 
decline.  The  Clinton  Administration 
takes  charge  during  a  period  when 
optimism  is  running  high,  and  this 
shift  in  sentiment  will  help  fiiel  the 
growth  process.  Among  the  factors 
that  will  be  critical  in  this  recovery 
phase  are  the  higher  level  of  manufac- 
turing productivity,  low  inflation, 
cheap  cost  of  capital,  increased  ex- 
ports to  the  fast- growing  nations  in 
Latin  America,  and  a  general  shift 
from  consumption  to  investment. 

The  conditions  I  have  just  listed 
should  help  offset  some  of  the  defla- 
tionary forces  that  have  been  at  work 
in  the  U.S.,  with  the  net  effect  a 
healthier,  but  not  robust,  economy. 

Assuming  that  these  views  regard- 
ing the  relative  growth  prospects  of 
Germany  and  the  U.S.  are  accurate, 
one  can  safely  conclude  that  the  next 
significant  shift  in  their  interest  rate 
differentials  will  be  a  narrowing  from 
the  current  5%  annual  spread:  Ger- 
man rates  are  hkely  to  drop  while  U.S. 
rates  are  likely  to  remain  stable  or  rise. 
In  addition,  we  should  see  brighter 
investment  prospects  in  the  U.S.  than 
in  Germany. 

Thus  the  preponderance  of  evi- 
dence points  to  a  stronger  dollar  in 
1993  versus  the  deutsche  mark.  Of 
course,  chances  are  tlic  market  will 
move  in  a  choppy,  ratcheting  fashion 
as  there  will  be  a  tendency  for  the 
market  to  become  too  long  of  dollars 
at  the  wrong  levels.  But  even  though 
we  may  be  in  for  a  bumpy  ride,  if  you 
time  your  dollar  purchases  right  and 
hold  on  to  your  hats,  1993  will  likely 
see  the  U.S.  currency  appreciate 
against  the  German  currency.  It  could 
be  one  of  those  rare  times  when  the 
pundits  are  right  and  the  market 
moves  as  anticipated.  ■§ 
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nNANCIAL  SERVICES 


Receive  Value  Line 
for  only  ^St  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  pract)caJ  guide  How  to  Invest  in  Common  Stocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  for^jes  $55.  Available  only  once  every  two 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  S14.00).  V/ith  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser's  Your 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxes  • 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 


Er  2503-De::'  215KC'  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Altow  4  weeks  lor  delivery 
NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

The  Vcdue  Line  Investment  Surrey* 

711  3rd  Avenue 
NY.  NY  10017-4064 


PRESENTATION  EQUIPMENT 


$72 


Only 
S6  00 
SoH 


The  most  advanced  pen  sized 

Laser  Pointer       incredible  Low  Price 

INFINITER  Q  RI.P« 

_^^  Don't  Lose  Their  Attention! 

Bngtit  red  laser  dot  lets  your  audience  focus  on     »  o*  Can  Damie  ca  945?6 

.  ...  .,     ^  u.  ...^  Tel  510-820 '"53  Fa«5l0  820-8T36 

your  looic  arxl  lets  you  direct  the  presentation.      '='=''  "'^    ~ 
kleal  for  semiriars.  classrooms  and  all  presentatioris. 


800-854-6686  oept. 


VOICE  MAIL 


_%  "^ 


BOOKS  &  PERIODICALS 


^  9  9999999099  o  9 


^LAST 


youplUes^enn! 

VOICE  MAIL 
'^  TELEMARKETING 
4*^CALL  PROCESSING 

T'ansiorm  your  PCXT  AT '386  nlo  a  mUWne  vCKS  pro- 
oessmg  comnano  ce^c  inMigenily  process  jrtw 
sales,  nqures.  and  'messages  Complele  Dxkix 

MMI-Um     c    c.^        S995 

SINGLE  UNE   Bc-O:-'  S295 


OFF  SHORE  BANKING  GUIDE 


Enjoy  tax  free  banking  in  the 
Cayman  Islands,  or  any  other 
Caribl)ean  country.  Directory 
includes  addresses  and  phone 
numljers  of  all  offshore  banks. 

$39.95  check  to  m  Spy  Supply 

7ColbyCt.,Dept.FI 
Bedford,  NH  03110  (617)327-7272 


fOn  SALES  Ofl  INfOBMATON 

Call:  1-800-947-4884 

C«Ll   i5'0i522.3«OC  •  fiJ     5"j.  522-S5SS 

TALKING  TECHNOLOGY,  INC.    T^ 

ins  mlahm; '.-  .  1  ivr.i  ■.•.^•jo-.   Ill 


^^  ^^  ^^  9  ^^  9  9  ^^  9  9  9  9  ^^  ^^ 


TICKETS 


Global  Ticket  Service 

Concerts.  Sports.  Theatre-Nationwide 


Supertx5wl-lndy-Derby  ■  Masters-Final  4- 
NBA-NFL •  Phantom,  Miss  Saigon-Oaytona- 
Big  East.  All  Bowl  Games-College  Foottiall 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1971  •  Visa 
Call  800-753-2871  Fax:  609-79S-4939 


BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manutacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


National  Public  Company 

First  time  offer.  Coin-operated  hot 

Pizza  machines.  Worldwide  patents. 
DA  and  UL  approved.  Unlimited 
potential.  Tested,  proven  money- 
maker. $5000  -  $6000  weekly  cash 
earnings  possible.  Prime  areas 
available  for  minimum  investment. 
Call  Mr.  Alberts  1-800-598-3792 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

CaH/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
P^  ^  Wilfn»f>gton,  D€  19899 


[%iptry. 


800-321  -CORP  •  302-652-6532 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  full  of  part 

time  business  you  tiave  always  dreamed  about! 
An  eicetefi!  ixjT,e  ac«faie<)  business'  Books  sell  last  m  stores' 
Al  laws'  Partes'  Malls'  Of  mai  onlef . . .  anywtieie  tiere  are 
people.  Kigh  earrings  possUe  making  and  seling  oif  eidtrg 
tne  d  personakzed  txjoks  (kx  cfildren  i  grown-ups). 
Personalized  audio  lapes   and   stalonerv   available  also 

-■-  -  -     CALL  TODAY!  (214)  248-9100 

to  ft  K  ENTERPRISES,  INC. 
My  Vary  Own  Book* 
n-'.  '.jT-a-Mg  y  ••'.■  [)e(»  "  CarTj>oii  r»  ^S0O6 


PORTABLE  COMPUTERS 


PORTABLE  COMPUTERS 

We  carry  the  top  21  brands  and  sell 
by  phone  at  connpetitive  prices.  We 
will  try  to  beat  any  legitimate  price. 
Satisfaction  guaranteed  or  your 
money  back.  All  major  credit  cards 
accepted.  FREE  CATALOGUE. 
Call  toll  free  1-800-241-1096 
Penguin  Portables,  Inc. 


BUSINESS  OPPORTUNITIES 


FLA.  KEYS  RESORTS 

by  American  Caribbean  RE,  Inc. 


$1,750,000  •  Bar,  Rest.,  manna  + 
$2,000,000-18  rms,  dock,  location!! 

$5,900,000  -  65  room,  bar,  rest.,+ 
-K  OTHER  UPSCALE  PROPERTIES 
305-289-0833  / 1-800-662-4966 


ask  for  Pamella  Marco 


m: 


MISCELLANEOUS  FOR  SAL 


WE  BUY  DIAMONDJ 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

1  Main  St..  Greenville,  KY  423 
1-800-844-3100  or  FAX  502  +  338-9« 
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EDUCATIONAL  SERVICES 


MBA  Degrees 

through  home  study  in  Marketir 
Management,  Human  Resource 
Health  Care  Administration,  Inter 
ncitional  Business.  Save  tirr 
effort  and  money  for  AA,  BBA  \ 
MBA.  Get  the  facts  and  see 
yourself.  Call  (800)  477-22J 
Southern  California  University,  2t 

Fashion  Lane-#F,  Tustin  CA  926<| 

The  II 


COLLEGE  DEGREE  ! 

BACHELORS  •  (MASTERS  •  DOCTORAT  • 

For  Work,  lite  Mid  Acadctr  ' 

Eiptnonce  •  No  Cliurooi  i 

Antndance  Rt<|uirt<l    ^ 

1-800-423-3244    t 

FAX  (310)  471-645  I 

or  terM)  ()etiile<l  reumc  | 

tor  Free  Evaluation 

Pacific  Western  University 

600  H  Stputvtaa  BvO   Dtpl  165  Los  Angeles  C*  ! 


FREE  VIDEO  *  1 


EXTERNAL  DEGREES    \UC 

BA/BS  MS/MBA  PhD/JD         "'' 
I  Credit  (or  work./lile  exp    •  Accrediter 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

I  Dept.  879  Mandeville,  LA  70470-400* 


FORBES  BINDERS 


CUE 


i 


SAVE  YOUR  COPIES  OF  FORBI 

These  cuslom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  about  hall  a 
year  s  issues  Made  from  re- 
inforced board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods  """ 

Cases  1 -$7  95     3-$2l  95    6-$39  95 
Binders  l-$9  95    3 -$27  95    6-$52  95 
ORDER  FROM  Jesse  Jones  Induslnes  Oepi  l| 
499   East   Erie   Ave     Phila      PA    19134     Enckl 
name  adOresslno  P  O  Boi)  &  payment  AdO  $1  li 
unit  lor  P4H  Outside  USA  $2  50  pet  unit  (US  lui 
only)   Pa  residents  add  6%  sales  la«   Credit  c 
orders  calM-800  825  669ulmin  $15)   Please  i 
4  to  6  »n«ks  tor  delivery  Sallatactlon  Ourant 


iifJri 
l( 


FORBES  MARKET 


BUSINESS  OPPORTUNITIES 


WINE  CELLARS 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

EO.  Box  24426,  Dept.  FG2,  Seattle,  WA  98124 


EXECUTIVE  GIFTS 


~  The  world's  most-portable  full-size  golf  clubs! 
^  Now!  From  $295! 

{factory  direct) 

Voyager  MC 


T  overhead  compartment, 
el  as  carry-ons! 
ed  and  endorsed  by  PGA  pros 
^lar  performance  rating 
(J]  f  Magazine 

QUIBBLE  100%  guarantee 

viAy're  no  gimmick... They 
}rm  like  the  set  I  use  on 

"  PGA  Pro  Darren  Clarke 


^agerMC 


1-800-477-2007 

VISA/MC  (502)  244-0922 
Dealer  inquiries  invited 


FINE  ART 


TOP  SWEAT 
'  WEEKS 

18  ionic®  is    an    in- 

sdibly  more  effec- 

e  way  to  combat 
K  cess  sweat  — 
I  thout   chemicals. 

ectronic  treatment 

ves  6  weeks  dry- 

Iss.   Reusable   — 
fe  &  effective  say^ 
medical  books. 
>end  for  free  information. 

lijENERAL  MEDICAL  CO.  Dept.  FOB  56 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


ORIGINAL  FINE  ART 


New  Style  and  Materials  Never  Used 
Before!  For  Serious  Collectors  & 
Corporate  Execs  Who  Want  the 
Finest  in  Contemporary  Art  — 
Abstract  &  Representational  Art  & 
Photography  —  All  Mediums 
Home  &  Office  Decor. 

Perfect  Time  to  Buy  Direct    

Before  Prices  Skyrocket! /" 

Artist  &  Proprietor  \ 

P.O.  Box  271869  Hourton,  TX  77277 

Tel.  713/623-2316  Fax:  713/960-8313 

Catalog  Upon  Request. 

All  Artwork  and  Photography  Copyrighted 


e  1M0QENMEOCO 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Wrice  tc): 

Free  Business  Catalog 
Ij  S   (iovcrnmcni  Printing  Office- 
Office  of  Marketing— Slop  ,SM 
Washington,  DC  20401 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Filth  Ave..  N.Y.,  NY  10011 

(212)  620-2440 
FAX  (212)  620-2472 


WINE  CELLARS 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  A 

^~™^  FACTORY  DIRECT  JO  YOU  ^''^o^.oiyl^'^^'' 


MODEL 

DESCRIPTION 

APPRX  CAPACITY       ^f^^ 

YOUR 
COST 

440 

Upright 

400                   S2495 

$1695 

700 

Upright 

600                     2995 

1995 

296 

Credenza 

280                     2695 

1795 

114 

Compact 

114                     1395 

995 

230 

Two  Doors 

230                     1795 

1195 

700FUR 

Fur  Vault 

8  to  10  Furs               2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs        3995 

2995 

Designers'  non  vi/ood  model  60  bottle  glass  door  899 

659 

Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles.  CA  9OO6 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS,  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•Forward-tilt 

feature 
•Adju.stable 

neck  re.st 
•Built-in  adju.stable 

lumbar  .support 

To  fit  individuals  from  5'2"  up  to  6'6" 


BackSaver  c^u  1-800-251-2225 


i.^  jcffrt\  Ave.  F\IE,  HoUiston.  \1.\  01746 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished     •  Full  colors 

•-100%U.S.A.-made 
We'll  custom-make  any  emblem  tor  you! 
Delivery:  14  business  days.  Worldwide. 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford.  CT  06776.  U.S.A. 
(800)  535-5255  •  Fax  (203)  354-2786 


EXECUTIVE  GIFTS 


MSL  Behold 

^^^^^    IMF  ill  1 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acicnowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")  Refund?  Anytime. 

HUey  EnduraUes  1800-338-2797 

3525  Seneca  St.,  West  Seneca,  NY  14224 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  hand- 
croffted  from  solid  mohogony  with 
hondpointed  morkings  and  detoils 

•  Over  160  models  in  stock 

•  Priced  from  $99  50 

•  Sotisfaction  guaronfeed 

Call  1-800-950-9944 


PACIFIC 


waUO'SIUnNOMMEIS 
OTRNE 

utMonmm 

14255  Nor*  79*  Slteel 
ScoBsdoleAirpori.AZ  85260 
|«»1 991-1841   .^^    ^ 


FbrbesiCapitalistTool® 


STREETWALKER 


EDITED  BY  THOMAS  JAFFE 


Something  for  nothing 

If  you  want  to  become  a  minority 
partner  of  Herbert  Siegel,  here's  an 
interesting  possibility.  Buy  some 
shares  in  cash-rich  BHC  Communica- 
tions, Inc.  It  trades  on  the  American 
Stock  Exchange.  Recent  price,  59%. 
There  are  about  26.5  miUion  shares 
outstanding. 

One  of.  the  country's  shrewdest 
media  investors,  Siegel  used  bhc  as 
the  holding  company  for  his  stock  in 
Warner  Communications.  (He  went 
into  Warner  as  a  white  knight,  to 
protect  Steve  Ross  from  Rupert  Mur- 
doch.) As  a  result  of  Warner's  merger 
into  Time  Inc.  in  1990,  bhc  received 
a  heap  of  cash  and  Time  Warner 
preferred  stock.  The  cash  and  securi- 
ties are  now  at  $1.6  billion. 

These  liquid  assets  alone  are  worth 
$60  per  BHC  share.  But  there's  more. 
The  company  also  owns  three  televi- 
sion stations  (including  metropolitan 
New  York's  WWOR  and  Los  Angeles' 
KCOP)  and  53%  of  United  Television, 
Inc.,  which  owns  five  more  stations. 
Essentially,  at  bhc's  recent  market 
price,  investors  receive  these  broad- 
cast assets  for  free. 

How  much  are  they  worth.''  United 
Television  has  been  trading  at  27, 
valuing  bhc's  stake  at  $150  million. 
And  Stamford,  Conn. -based  media 
broker  Frank  Boyle  says  the  three 
stations  BHC  owns  outright  could 
fetch  as  much  as  $640  million.  Using 
these  figures,  bhc's  broadcast  assets 
are  worth  around  $30  a  share.  That 
values  BHC  at  around  $90  a  share,  50% 
above  the  stock's  recent  price. 

"The  stock  is  just  screaming  buy," 
Gabelli  &  Co.  media  analyst  Nancy 
Enslein  says  enthusiastically.  Mario 
Gabelli  and  his  hands  own  21% 
of  BHC. 

Siegel,  who  owns  a  minority  of 
BHC's  stock  but  controls  95%  of  the 
voting  power,  agrees  with  Enslein.  At 
his  direction,  BHC  has  been  quietly 
repurchasing  its  stock  in  the  open 
market,  at  prices  in  the  mid-50s. 
-Randall  Lane 

Valuable 


junk 


Is  THERE  Still  money  to  be  made  in 
underpriced  junk  bonds?  mgm's  sub- 
ordinated junk  bonds,  currently 
yielding  over  20%  to  maturity,  may  be 
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a  good  buy  right  now.  Metro-Gold- 
wyn-Mayer,  the  glory  of  old  Holly- 
wood, has  fallen  on  hard  times.  Ted 
Turner  now  owns  most  of  its  old 
movies.  The  company's  creditors  pe- 
titioned to  put  the  company  into 
bankruptcy  in  1991.  Though  MGM 
never  went  bankrupt,  the  French 
bank  Credit  Lyonnais  eventually 
emerged  with  98.5%  control. 

To  protect  its  ownership  of  the  still 
floundering  company — MGM  has  an 
accumulated  debt  of  $600  million — 
Credit  Lyonnais  must  see  to  it  that  the 
junk  doesn't  default.  To  meet  a  sink- 
ing fimd  requirement,  MGM  acquired 
$15  million  of  the  senior  12%%  bonds 
last  November  from  a  Credit  Lyon- 
nais subsidiary,  with  an  option  on 
another  $30  million. 

Who  sold  the  bonds  to  mgm?  The 
Apollo  fund,  managed  by  Leon  Black 
and  capitalized  with  roughly  $1  bil- 
lion of  Credit  Lyonnais  money.  These 
bonds  were  presumably  acquired  as 
part  of  the  First  Executive  portfolio, 
which  Apollo  acquired  last  spring 
from  the  state  of  California. 

Ronald  Vannuki  of  Santa  Monica, 
Calif. -based  Drake  Capital  Securities, 
a  specialist  in  distressed  paper,  is  buy- 
ing mgm's  13%  subordinated  deben- 
tures, which,  at  75  cents  on  the  dollar, 
yield  just  over  23%  to  maturity,  mgm, 
now  financed  by  the  deep  pockets  of 
the  French  bank,  has  announced  that 
it  will  buy  more  of  its  paper  on  the 
open  market.  Thomas  Carson,  mgm's 
chief  financial  ofilcer,  says  that  at  the 
right  price  he  will  buy  back  the  $80 
million  of  outstanding  senior  subor- 


dinated notes,  due  this  Decembe 
and  then  buy  the  $220  million  of  1  i 
subordinated   debentures   outstanc 
ing.  A  tender  ofler  for  the  subordinal 
ed  debentures  may  be  in  the  pictur^ 
With  Credit  Lyonnais  behind  mgj 
its  bonds  aren't  nearly  as  junky  as  the 
look  at  first  glance. 

-Tatiana  Pouschii 

Kluge's 
coattails 


BtanJii 


heTe 

A  COUPLE  WEEKS  AGO  Metromedi    o 
Chairman  John  Kluge,  America's  sec  '^^^'^' 
ond-richest  man,  and  his  right-ham  '"' 
man,     Stuart     Subotnick,     bough  '^'■^^ 
425,000  shares  of  littie  Image  Entejj'i-^^^'' 
tainment  Inc.  at  $6  apiece.  The  pui  ''''^' 
chase   increased   Kluge   and  Subot  "■  - 
nick's  holdings  in  Image  Entertain  '"^l"''^^'' 
ment   from   35.9%   to   38.2%,   am 
pushed  the  company's  o-t-c  tradei 
stock  to  a  recent  VVa. 

Christopher   Marlett,    an    analys  '"'^^^^^ 
with  Santa  Monica's  Drake  Capita ' 
Securities,  has  been  following  Imagi 
Entertainment  and  thinks  Kluge  ant  ■ 
Subotnick  are  on  to  a  good  thing  ^'^ 
Based  in  Chatsworth,  Calif,  Imagi'"'^*'^ 
Entertainment  is  the  countr\''s  larges  i"*^"' 
licensee  and  distributor  of  laserdis  ^^™' 
programming  in  the  U.S.  Laserdisc!''^'" 
are  phonograph-record-size  platten  '-'^'^ 
that  carry  digitalized  programming— I  ™  " 
movies,  music  videos  and  the  likef'^iF 
Image  Entertainment  licenses  fiim'F'^' 
for    laserdiscs    and    sells    the    disc 
through  some  2,200  retail  outlets 
including  hundreds  of  record  stoic 
around  the  country.  " 

By  Marlett's  count,  there  are  onl- 
750,000  U.S.  homes  that  have  laser 
disc  players,  versus  80  million  witt  ""'P'" 
vidcocassette  recorders.  But  Marletl 
thinks  the  laserdisc-player  base  wil 
rise  to  5  million  during  the  next  ti\i 
years.  If  so.  Image  EntertainmcnT 
sales  could  explode — from  just  So( 
million  last  year  to  $360  million,  ii 
Marlett's  opinion.  F^™ 

Note  the  "mights"  and  "maybes..'  ^ 
This  stock  is  not  for  widows  an<  K 
orphans.  The  laserdisc  technolog  fpf 
may  take  oft'.  Then  again,  it  may  not  a  I'-i 
cable  television  companies  delive  ^I'n 
digitalized  programming  into  th(  RJ^^ 
home.  Image  barely  broke  even  ic  ^'rc 
fiscal  1992  (ending  Mar.  31 ).  MarleO  Ulil 
expects  it  will  lose  about  $1  million  on  M^ 
$63  million  in  sales  in  fiscal   199S 
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jd  Marlett  notes  that  Kluge  nearly 
Id  his  stake  in  the  company  a  couple 
Jirs  back. 

IStill,  if  you're  looking  for  a  small 
jmpany  with  big  potential  and  can 
lord  to  lose  every  dollar  invested, 
jiage  Entertainment  is  worth  a  clos- 
llook.  (There  are  12  million  shares 
[tstanding.) 

-Elizabeth  Comte 


e  Templeton/Ziskin 
irgains 

December  legendary  investor  Sir 
laj  hn  Templeton  upped  his  stake  in 
irry  Ziskin's  Z-Seven  Fund.  Z-Sev- 
L  is  a  closed- end  fund  whose  shares 
lere  are  only  some  1 .6  million  out- 
mding)  trade  over-the-counter. 
:mpleton  had  purchased  some 
),000  shares  in  1990  and  1991.  In  a 
ivate  placement  in  December,  he 
dd  around  $5  million  for  another 
50,000  shares,  bringing  his  stake  to 
»out  24%. 

What  attracted  Sir  John?  "It's  a 
:ry  small  matter  and  I  gave  ten  min- 
es to  the  question,"  says  Temple- 
»n,  when  reached  at  his  office  in 
^ssau,  in  the  Bahamas.  "It's  just  a 
mvenient  way  to  buy  bargain 
ocks." 

Z-Seven  is  heavily  weighted  toward 
nail-cap  British  stocks,  a  group  that 
empleton  feels  is  undervalued, 
lese  include  Z-Seven's  biggest 
olding,  British  tour  operator  Air- 
)urs  Pic;  it  accounts  for  nearly  one- 
fth  of  total  assets.  Other  holdings  are 
quipment  manufacturer  EIS  Group, 
harmaceutical  maker  United  Drug, 
id  computer  services  and  software 
ampany  Sage  Group. 
A  word  of  warning  to  anyone  inter- 
sted  in  buying  some  of  Z-Seven's 
lares.  The  fund  has  often  traded  at  a 
efty  premium  to  its  net  asset  value. 
1  early  1992,  for  example,  the  premi- 
m  was  more  than  20%.  But  by  this 
)ecember,  the  premium  had  virtually 
isappeared.  Since  Templeton's  pur- 
hase,  other  investors  have  pushed 
le  premium  back  up.  At  a  recent 
6^2,  the  shares  were  trading  at  an  8% 
remium  to  the  fund's  $15.26  a  share 
et  asset  value.    * 

Streetwalker's  advice:  Don't  buy 
ntil  the  premium  eases  back  down  a 
ew  points. 

-AmyFeldman  ^ 


' 
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Uuid ...  what  else  can  give  yira  so  nnidi  ideasore  now  and  fior  ye^ 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  slj^e  this 
part  of  the  American  AlpHpid  our 
concept  for  buyers  is  simpR:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    1WK6 
Ft.  Garland,  CO  81 133. 


ySi<j»-^ 


^My-     /TV"- 


^    ^ 


; 

^A. -^;       J..     ^,.  ;  ,.-— ^^ 

m 

!lT^^^^w?^^.*"''"'  -"Iplrallf^^/j ,  . 

Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  sigr  ,i,g  ar  /'ilmig  No  Federal  agency  has 
judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statenneni  and  offenng 
statement  has  been  filed  with  the  Secretary  of  State  of  the  Slate  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secreiary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  NYA86-153  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  properly 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Offenng  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 
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|he  more  things  change . . ." 
years  ago  in  Forbes 

ROM  THE  ISSUE  OF  FeB.  3,  1923) 

V  broad  program  of  radio  stan- 
rdization  was  agreed  upon  at  a 
eeting  of  representatives  of  40  radio 
ide  associations  and  national  engi- 
;ering  and  scientific  societies." 

\s  income  tax  dodgers,  small  mer- 
lants,  particularly  those  of  foreign 
rth,  are  artists.  They  used  to  keep 
)oks.  Now  they  do  not.  The  revenue 
)llectors  trapped  some  of  them 
hen  they  discovered  the  merchants 
ere  putting  their  money  in  banks, 
hen  the  merchants  found  another 
ay.  They  rented  safe  deposit  box- 
.  To  the  revenue  collector  they 
rofess  poverty.  They  also  pretend  to 
ave  no  money  or,  rather,  no  profit. 
Iso  they  have  extraordinary  difficulty 
I  understanding  the  investigators' 
nglish." 


0 


years  ago 


^ROM  THE  ISSUE  OF  Feb.  1, 1933) 
Whether  or  not  the  Glass  bill  in  all  its 
etails  is  perfect,  whether  or  not  the 
Ifish  interests  of  small-town  bankers 
in  counter  to  the  perfectly  obvious 
ced  for  extension  of  branch  banking, 
\  ery  businessman  and  every  individ- 
al  who  has  a  real  interest  in  the 
ssening  of  human  suffering  should 
isist,  in  any  way  he  knows  how  to 
isist,  that  no  matter  what  else  hap- 
pens the  Congress  of  the  U.S.  must  get 
own  to  business  and  give  us  banking 
eform  wdthout  fijrther  delay." 

If  I  were  convinced  that  the  world  is 

finished  job,  that  there  was  nothing 

lew  in  sight,  then  I  might  subscribe  to 

he  theory  which  is  being  advocated  at 

he  present  time,  that  the  so-called 


machine  age  is  a  failure,  and  the  cause 
of  our  present  troubles.  But  the  world 
isn't  a  finished  job.  We  are  just  long  on 
bookkeeping  right  now,  and  short  on 
imagination  and  initiative." 
-GM  research  head  Charles  Kettering 

50  years  ago 

(From  THE  ISSUE  OF  Feb.  1, 1943) 


World  War  II  Mustang  fighter  wore 
wooden  tires  during  assembly,  got  its 
fighting  rubber  ones  at  the  airfield. 


"Avast  army  is  massing  on  the  indus- 
trial front — 9  million  physically 
handicapped  persons  who  are  eagerly 
awaiting  the  call  to  take  part  in  the 
battle  of  production.  The  vanguard  of 
this  army,  welcomed  with  open  arms 
by  industr)',  is  giving  proof  daily  that 
they  are  capable  substitutes  for  the 
able-bodied  who  are  called  to  the 
colors." 

"Some  better-class  New  York  Cit)' 
restaurants  have  increased  single 
lunch  dishes  by  25  cents  to  50  cents, 
dinner  dishes  even  more.  Fish  has 
soared  as  well  as  meat.  I  have  before 
me  one  lunch  menu.  A  piece  of  blue- 
fish,  with  baked  potato,  costs  $1.50; 
filet  of  flounder,  julienne  potatoes, 
$1.50;  scallops  and  bacon,  $1.60; 
hamburger  steak,  $1.50." 

-B.C.  Forbes 


25 


years  ago 


he  Selden  auto,  vintage  1895, 


(From  THE  ISSUE  OF  Feb.  1, 1968) 
"Babies  may  be  Gerber's  only  busi- 
ness, but  parents  are  Gerber's  main 
customers.  Now,  Gerber  is  getting 
into  the  life  insurance  business  in 
order  to  make  sure  baby  will  still  eat, 
even  if  something  happens  to  Mom  or 
Dad.  Chairman  Dan  Gerber  calls  the 
new  business  aimed  at  young  couples 
a  'natural  field  that  fits  perfecdy  with 


the  rest  of  the  business.'  With  the 
birthrate  down,  he  is  looking  else- 
where for  profits." 

10  years  ago 

(Fromtheissueof  Jan.  31, 1983) 
"The  computer  services  arm  of  Xe- 
rox in  Los  Angeles  tested  satellites  for 
use  in  its  time-sharing  computers 
[but]  found  that  its  900  corporate 
customers  in  the  U.S.  and  Western 
Europe  would  be  better  served  by 
old-fashioned  telephone  lines.  Cost  is 
not  the  factor.  Transmission  via  satel- 
lite takes  an  extra  second — a  quarter- 
second  up  to  the  satellite,  another 
down  to  the  Xerox  computers,  anoth- 
er half- second  for  the  return  trip. 
That,  says  Xerox,  endangers  the  com- 
pany's guarantee  that  time-sharing 
customers  will  always  make  contact 
within  two  seconds.  ..." 


Japanese  farm  union  poster 
of  bold  Hulk  repelling 
U.S.  superman  with  goods. 


"Through  November  Japan's  ex- 
ports were  down  by  more  than  1 3%  for 
the  second  half  of  1982,  the  biggest 
peacetime  decline  since  the  1938-41 
period.  Behind  that  stark  figure  lies  a 
dramatic  story,  one  that  runs  counter 
to  nearly  all  that  Americans  are  seeing 
and  hearing  about  Japan's  economy. 
The  simple  fact  is  that  the  Japanese  can 
no  longer  go  on  doing  business  in  the 
way  that  has  made  them  so  successfiil. 
The  nation  .  .  .  doesn't  know  which 
way  to  turn."  ^M 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


It  isn  't  success  if  it  costs 
you  the  companionship  and 
chumminess  and  love  of  your 
children.  Very  often  busy, 
wealthy  men  of  momentous 
affairs  discover  too  late  that 
they  have  sacrificed  the  finest 
thing  in  life,  the  affection  of 
their  family.  Let  me  relate 
an  incident  [containing]  a 
priceless  su£igestion  for  many 
ultra-busy  businessmen. 
Frank  L.  Baker,  prominent 
public  utility  executive, 
told  a  friend  that  he  was 
£joing  to  give  his  young 
son  an  unusual  Christmas 
present:  '"^I  am  going  to 
write  my  boy  a  letter 
telling  him  I  am  going 
to  give  him  an  hour  of 
my  time  every  day. " 
Alas,  Mr.  Baker  died  two 
weeks  later. 


-B.C.  Forbes 


The  secret  of  the  demagogue 
is  to  make  himself  as  stupid 
as  his  audience  so  they  believe 
they  are  as  clever  as  he. 
-Karl  Kraus 

I  figure  you  have  the  same 
chance  of  winning  the  lottery 
whether  you  play  or  not. 
-Fran  Lebowitz 

Hope  is  a  feeling  that  life 
and  work  have  a  meaning.  You 
either  have  it  or  you  don't, 
regardless  of  the  state  of 
the  world  that  surrounds  you. 
-Vaclav  Havel 

Government  can  easily  exist 
without  law,  but  law  cannot 
exist  without  government. 
-Bertrand  Russell 

You  can  never  be  too  rich 
or  too  thin. 
-Duchess  of  Windsor 
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A  Text ... 

I  will  lift  up  mine 
eyes  vinto  the  hills, 
from  whence  cometh 
my  help.  My  help 
cometh  from  the  Lord, 
which  made  heaven 
and  earth. 
-Psalms  121:1-2 


Sent  in  byAlvin  J.  Moser,  River- 
view,  Fla.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


One  difference  between 
savagery  and  civilization 
is  a  litde  courtesy. 
There's  no  telling  what  a 
lot  of  courtesy  would  do. 
-Cullen  Hightower 

It  is  the  beautiful  bird 
that  gets  caged. 
-Chinese  proverb 

Each  man  has,  each  year,  his 
moment  of  madness,  when  he 
ties  a  rope  around  his  neck, 
hands  the  end  to  his  worst 
enemy,  and  says  "Pull." 
-John  P.  Grier 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
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I  have  come  to  the 
"  conclusion  that  politics 
are  too  serious  a  matter  to 
be  left  to  politicians. 

-Charles  de  Gaulle 

Let  us  be  thankful  for  the 
fools;  but  for  them  the  rest 
of  us  could  not  succeed. 

-Mark  Twain 

Homework,  root  canals  and 
deadlines  are  the  important 
tilings  in  life,  and  only 
when  we  have  these  major 
dramas  taken  care  of  can  we 
presume  to  look  at  the 
larger  questions. 
-Cynthia  Heimel 

There  never  was  a  good  war 
or  a  bad  peace. 
-Benjamin  Franklin 

Philosopher:  A  man  up  in  a 
balloon,  with  his  family 
and  friends  holding  the 
ropes  which  confine  him  to 
earth  and  trying  to  haul 
him  down. 
-Louisa  May  Alcott 

It  is  far  easier  to  act 
under  conditions  of  tyranny 
than  to  think. 
-Hannah  Arendt 

Men  have  prayed  in  prison, 
men  have  prayed  in  slums  and 
concentration  camps.  It's 
only  the  middle  classes  who 
demand  to  pray  in  suitable 
surroundings. 
-Graham  Greene 

A  politician  is  a  person 
with  whose  politics  you 
don't  agree;  if  you  agree 
with  him  he  is  a  statesman. 
-David  Lloyd  George 

When  the  gods  choose 
to  punish  us,  they  merely 
answer  our  prayers. 

-Oscar  Wilde 
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Getting  from  point  A  to  point  B 

Traveling  on  business  can  be  tough.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  pubhc  phone 

isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  dial  and  don't  hear  "AT&T"  after 
the  bong,  hang  up.  Then  dial  10+ATT+O. 

Getting  AIKT  is. 

You'll  get  the  service  you  depend  on.  At 
the  prices  you  expect.  Getting  around  on 
business  should  always  be  that  easy. 

DiallOATT-0 

*  plus  the  area  code  and  number. 
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Can't  complete  your  call? 
Call  1  800  CALL-ATI 
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AJD  Cap  Company  and  NASCAR...two 
great  names  in  sports  join  forces  to  bring 
you  official  NASCAR  racing  caps.  Choose 
your  track... Daytona,  Talladega,  Darlington, 
Watkins  Glen,  Bristol  or  Phoenix.. .get  one,  or  all. 
Be  a  part  of  the  excitement, 
with  NASCAR  racing 
caps... American  made 
exclusively  by  AJD. 


Available  at  your  nearest  sporting  goods 
store  or  speed  shop,  or  send  $15.00  plus 
$3.00  shipping  and  handling  to  A]D. 
Allow  up  to  six  weeks  for  delivery. 
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thwab  now  combines  the  No-Fee  IRA  with 
the  single  best  way  to  buy  mutual  funds. 


Last  year  Charles  Schwab 
offered  you  the  lifetime  guaran- 
teed No-Fee  IRA.*  Now  we've 
added  no-load,  no-com- 
mission, no-transaction  fee 
mutual  funds  from  leading 
fund  families.**  Only  Schwab 
brings  you  such  a  superior  com- 
bination of  investment  selection, 
convenience  and  savings. 


choose  from  90  no-load 

funds  from  leading 
fund  companies  incluaing: 


Janus 

Founders 

Schwab 

INVESCO's 
Financial 


Dreyfus 

Berger 

SteinRoe 

Neuberger 
&Berman 


paying  the  loads  and  commis- 
sions that  can  take  a  bite  out  of 
your  retirement  funds.  You  can 
select  from  different  fund  com- 
panies and  enjoy  the  convenience 
of  holding  them  all  in  one  IRA. 

This  kind  of  flexibility, 
convenience  and  savings  leads 
to  a  simple  conclusion:  maybe 
it's  time  to  come  to  Schwab. 


Now,  you  can  invest  in  90  recognized    Visit  the  Schwab  office  nearest  you  or  call: 
mutual  funds  with  proven  track  records,  without     1-800^442-5111  6Xt*  277 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 

*  Your  IRA  must  have  at  least  $10,000  in  assets  by  December  31^1993.  We  will  provide  you  with  a  free  prospectus 

us  carefully  before  investing. 
:  short-term  redemptions 
Member  SIPC/NYSE. 
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The  traditional  symbol  of  personal  high-performanc 
transportation  has  just  acquired  a  little  competitioni 
new  280-horsepower  Lincoln  Mark  VIII. 
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LINCOLN-MERCURY  DIVISION  C^§5     Buckit  up -together  we  can  »ave  livej  'Driver  ind  front  piisenger  Supplemental  Restraint  System   Always  wear  your  safely  belt. 


A  few  technical  highlights:  a  computerized  air  For  more  information,  call  i  800  446-8888.  Or 

ftnsion  that  lowers  the  car  closer  to  the  road  at  high-     visit  a  Lincoln  dealer.  Before  you  test  drive  the  Mark  VIII, 
speeds.  Four-sensor  anti-lock  brakes.  And  a  32-valve,     however,  do  yourself  a  favor:  Drive  everything  else  first. 
•Cam  V-8  that  provides  astonishing  acceleration.  There  is  no  more  powerful  argument  we  can  make. 

Inside,  a  dramatic  wraparound  cockpit  presents 
g  gauges,  an  on*board  message  center,  standard  dual 
igs'  even  an  available  voice-activated  phone. 
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In  the  spring  of  1992,  U.S.  interest  rates 
approaching  10-year  historic  lows.  For 
sushita,  a  worldwide  corporation  with 
sumer  electronics  brands  such  as  JVC, 
asonic  and  Technics,  this  provided  an 
dlent  opportunity  to  refinance  a  portion 
ts  short-term  debt  remaining  from  its 
uisition  of  MCA  Inc.  in  1990. 

After  evaluating  its  alternatives, 
tsushita  decided  to  issue  a  $1  billion  global 
id  offering.  It  was  something  that  no  cor- 
ation  had  ever  done  before. 

Matsushita  needed  an  underwriter 
•able  of  managing  the  offering  in  every 
rket.  They  chose  Lehman  Brothers. 


AROUND  THE  WORLD  IN  A 
SINGLE  OFFERING. 


Ultimately,  the  issue's  success  would 
3end  on  the  fact  that  a  true  global  market 
sts  only  for  those  who  create  it. 

Matsus^hita  and  Lehman  Brothers 
n  uctured  an  offering  that  would  be  treated 
a  home  market  security  in  the  U.S.  and 
robond  markets.  This  was  done  by  sat- 


) 


isfying  an  array  of  complex  and  diverse 
requirements,  including  the  markets' 
different  regulations,  practices  and  the 
untested  European  appetite  for  registered 
corporate  bonds. 

Lehman  Brothers'  bankers,  traders  and 
salesforces  in  Tokyo,  New  York  and  London 
integrated  the  planning  and  execution  of  the 
offering.  It  sold  out  in  one  day. 


THE  RIGHT  THING  TO  DO. 
THE  RIGHT  WAY  TO  DO  IT. 


Crucial  to  the  success  of  Matsushita's 
offering  was  Lehman  Brothers'  worldwide 
team  combining  industry  expertise  with 
market  intelligence  and  distribution  strength. 

The  ability  to  structure  and  place 
complex  debt  issues  in  a  timely  fashion  has 
made  Lehman  Brothers  a  recognized  leader  in 
bond  underwriting  and  has  enabled  us  to  raise 
more  than  $40  billion  in  debt  for  our  clients 
all  over  the  world  in  the  past  year  alcne. 

If  your  company  has  a  problem  or 
opportunity  that  could  use  that  kind  of 
capability,  we'd  like  to  be  involved. 


LEHMAN  BROTHERS 


©  1993  Shearson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 
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■■I    PAID  CIRCULATION 
OVER  750,000 


Lotus  founder  Mitchell  Kapor 


The  £-mailman 

SoFTVVARii  GURU  Mitchell 
Kapor  is  founder  of  Lotus 
Development  Corp., 
whose  spreadsheets  helped 
make  the  PC  into  the  ubiq- 
uitous business  tool  it  has 
become.  Kapor  tends  to 
speak  tersely,  sparingly  in 
person,  but  he's  loquacious 
on  E-mail.  So  that's  the  way 
FoRJ^HS  computer/com- 
munications reporter  Da- 
vid Churbuck  often  inter-        

views     him — via     E-mail. 

And  that's  how  Kapor  became  a  Forbes  guest  columnist. 

Churbuck  ran  into  Kapor  at  Esther  Dyson's  computer  conference 
last  year.  Seizing  the  opportunity,  Churbuck  blurted  out  something 
he  had  talked  about  with  his  editors:  "Mitch,  why  don't  you  write  a 
column  for  Forbes.^"  A  few  months  later  Churbuck  got  an  E-mail 
queiT  from  Kapor:  Does  the  column  offer  still  stand!* 

It  still  stood.  Kapor's  first  column  appeared  last  November.  The 
second  is  in  this  issue.  It  came,  of  course,  via  modem,  but  it  appears  in 
a  form  even  the  computer-nonliterate  can  read  on  page  208. 


Have  civil  rights  become  quota  wrongs? 

Uni:)ER  the  benign-sounciing  name  of  affirmative  action,  racial, 
linguistic  and  gender  quotas  are  permeating  American  life.  They 
influence  hiring  and  promotion  and  purchasing  decisions.  Admis- 
sion to  elite  universities  and  professorial  appointments.  Government 
contracts  and  civil  ser\'ice  hiring.  The  media  even  parse  Cabinet 
appointments  by  race,  gender  and  ethnicity,  as  President  Clinton 
learned  to  his  anger.  But  there  is  precious  little  discussion  in  the 
media  about  the  rights  and  wrongs  of  quotas.  Peter  Brimelow  and 
Leslie  Spencer  tackle  the  touchy  subject  in  "When  quotas  replace 
merit,  everybody  suffers."  Turn  to  page  80. 


How  thorough? 

For  iheir  aruci.e  "Who  pays  the  piper  ..."  Dana  Wechsler 
Linden  and  Neil  Weinberg  did  an  exceptional  amount  of  detecti\e 
work,  running  down  sources  in  places  as  far  apart  as  South  Carolina, 
India,  Dubai,  Northern  England  and  Panama.  They  found  some 
scan'  things  about  a  company  called  Ross  (x)smetics.  Yet  Ross  had 
only  recently  been  given  a  pretty  clean  bill  by  a  distinguished  law 
firm — one  of  many  U.S.  companies  that  ha\'e  hired  outside  lawyers 
to  inxestigate  charges  against  them.  The  Forbes  writers  looked  at 
Ross  and  a  couple  of  other  outfits  similarly  cleared  and  came  away  full 
of  doubts  about  these  investigations  by  special  counsel.  Page  126. 


4/.  9A^,Xuj^ 
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To  start  building  a  car,  or  yjf  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  That  means  playing  a  vital  role  in  Just- In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industry  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  seoing  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreight, 
we  don't  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


COnSOLIDRTED  FREIGHTUlRVa  IRC. 


WE  PUT  YOU  MILES  AHEAD 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  carrier. 
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EDITED  DY  GRAHAM  DUnON 


Disappointment 

Just  as  Texaco  Inc.  underestimated 
Pennzoil  Co.  Chairman  J.  Hugh 
Liedtke,  so  Forbes  may  have  overesti- 
mated him.  Liedtke's  company  won 
$3  billion  in  1988  from  Texaco  in  the 
famous  battle  for  Getty  Oil,  but  by 
late  1990  Pennzoil's  stock,  which 
peaked  at  95  in  1987,  was  down  to 
about  67.  Noting  that  Liedtke  was  "a 
master  at  producing  miracles," 
Forbes  declared:  "Don't  bet  on  his 
sitting  helplessly"  (Dec.  10,  1990). 

Liedtke  hasn't  done  much  in  the 
interim  to  live  up  to  that  billing.  He 
did  avoid  a  potential  $800  million 
income  tax  hit  on  the  Texaco  windfall 
by  buying  around  9%  of  Chevron's 
common  stock,  then  swapping  half  of 
it  back  to  Chevron  for  energy  re- 
serves, doubling  Pennzoil's  oil  pro- 
duction and  raising  its  natural  gas 
production  by  75%.  Pennzoil  also 
sold  about  $400  million  of  deben- 
tures convertible  into  a  small  portion 
of  the  remaining  Chevron  stake. 

But  all  this  hasn't  done  much  for 


Pennzoil  Chairman  J.  Hugh  Liedtke 
He  hasn't  lived  up  to  his  billing. 


shareholders.  Pennzoil  has  not  earned 
its  $3  dividend  since  1989;  analysts 
estimate  itwill  show  just  $2.75  a  share 
this  year,  and  that's  a  lot  better  than 
1992's  85  cents.  Still,  Pennzoil  stock 
is  mired  at  around  50,  barely  half  its 
old  high.         -William  P.  Barrett 

Clearly  chastened 

When  WE  panned  Vancouver's  Clear- 
ly Canadian  Beverage  Corp.  15 
months  ago  (Nov.  11,  1991),  several 
stockbrokers  wrote  in  to  pan  us. 
Didn't  Forbes  know  about  the 
smashing  success  of  Clearly  Cana- 
dian's sparkling  water  flavors,  with 
countrified  names  like  Orchard  Peach 


After  losing  over 
half  its  market 
value,  is  the 
company  finally 
a  buy? 
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and  Mountain  Blackberry!"  Who  was 
Forbes  to  say  that  after  running  from 
3^2  to  24%  in  less  than  a  year  and 
trading  at  50  times  trailing  earnings. 
Clearly  Canadian's  Nasdaq-listed 
stock  was  getting  ahead  of  itself)  And  j 
so  what  if  Clearly  Canadian  had  arisen 
from  the  corporate  ashes  of  faddish 
Jolt  Beverage  Co.,  whose  stock  col- 
lapsed in  1987? 

Turns  out  this  was  one  of  our  better 
calls.  True,  Clearly  Canadian's  stock, 
after  dropping  to  15  in  the  wake  of 
our  story,  recovered  to  25  early  last 
year .  But  it's  been  downhill  ever  since . 
Recent  price:  9y8. 

Although  volume  increased  25%  in 
1992,  to  some  23  million  cases,  it  fell 
in  the  second  half  from  year-ago  lev- 
els. Clearly  Canadian  President 
Douglas  Mason  blames  the  drop-off 
on  the  weather — a  cool  summer 
caused  a  temporary  inventory  bubble 
at  the  distributor  level,  he  says. 

But  Clearly  Canadian  is  also  en- 
countering tough  new  competition 
from  Perrier  and  Coca-Cola;  the  lat- 
ter is  test-marketing  Nordic  Mist,  a 
flavored  sparkling  water.  In  response. 
Clearly  Canadian  and  its  distributors 
will  double  marketing  expenditures 
this  year,  to  $25  million.  Moreover, 
having  expanded  distribution  last  year 
to  Japan,  Mexico  and  most  of  the 
Caribbean,  Mason  is  now  cutting  a 
European  distribution  deal.  "The 
company,  in  our  opinion,  has  never 
been  in  better  shape,"  Mason  recently  |Bb is  it 
told  Forres.  He  predicts  revenue 
growth  of  20%-plus  through  1994. 

But  Jennifer  Solomon,  an  analyst  at 
Mabon  Securities,  isn't  persuaded.!  '"""I 
She  expects  earnings  of  $1.25  this 
year,  up  from  an  estimated  88  cents  in 
1992. 1  fit  makes  that  number,  C-lcarly 
Canadian  is  selling  for  a  veiy  modest 
seven  times  anticipated  earnings.  Yet 
Solomon  rates  the  stock  a  hold.  "Ifwe 
get  comfortable  that  volume  trends 
will  improve,"  she  says,  "we  will  go  to 
a  buy." 

Forbes"  February  15,  1993 


Yi 


Tal 


heels 


itions 


ortssi 


DO  a 


Jdieni 


h 


thirty. 


^' 


wer, 


.i:^;.'^-^;^:?' 


riJ^S^r  •• 


•'•    /'.t-:k' 


/  iiydni^-.  •' 


YOU  HAVE  A  HEART,  A  MIND  AND  A  CONSCIENCE. 

SO  SHOULD  YOUR  CAR. 


Take  a  five-speed  stick,  alloy 

heels  and  the  usual  performance 

ptions  and  you  can  build  yourself  a 

ports  sedan.  But  it  won't  be  a  Saab 


Its   mind   is  the  9000   CSE's 
enlightened  use  of  information.  Perfor- 
mance data  is  scrutinized  by  an  ad- 
vanced electronic  engine-management 


000  CSE.  Not  without  the  three  in-      system,  computerized  anti-lock  brakes 


redients  that  make  a  Saab  a  Saab. 

The  heart  of  every 
aab  is  its  rally  heritage, 
,  thirty-year  tradition 
>f  competition-bred 
>erformance    reflected    today    in 
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and  Saab's  traction  control  system.* 
The  9000  CSE  doesn't  just 
follow  the  roadways.  It 
thinks  its  way  along  them. 
Its  conscience  lies  in 

Saab's  comprehensive  approach  to 


he  9000  CSE.  With  a  200-horse-  safety  and  the  environment.  New  steel 

jower  engine"*^  and  a  25%  stiffer  reinforcements  in  the  passenger  com- 

hassis,  the  9000  CSE  is  the  most  partment  offer  improved  side-impact 

pirited  and  agile  Saab  ever  built.  protection.  Interior  air  filters  prevent 

TH  AVAILABLE  2.3-LITER  TURBOCHARGED  ENGINE.  ©  1992  SAAB  CARS  USA,  INC. 


pollen  and  dust  particles  from  enter- 
ing the  car.  And  Saab's  new  CFC-free 
air-conditioning  helps  protect  the  at- 
mosphere outside  the  car. 

Heart,  mind  and  conscience:  Mix 
these  elements  in  proper  proportion 
and  you  get  a  well-rounded  human 
being.  Or  one  of  the  most  perfectly 
balanced  sports  sedans  you  can  buy. 

See  for  yourself  through  a  Saab 
9000  CSE  test  drive.  Or,  for  more  in- 
formation, call  1-800-582-SAAB. 
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hs,  you  can  see,  our  employees  are  a  passionate  lot.  Who  else  would  give  up  (voluntar- 
ily, mind  you)  a  day  on  the  open  road  to  spend  it,  instead,  glued  to  a  new^  systemboard 
design?  And  the  results  of  this  passion?  Look  no  further  than  the  AST  PowerExecr  A 
notebook  that  actually  adapts  to  the  w^ork  habits  of  the  user-povsrering  down 


selected  functions  between  keystrokes  and  other  periods  of  system 


inactivity.  The  power  saved  can  then  be  used  to  upgrade  the 


PowerExec  in  ways  previously  only  seen  in  desktops.  We  call 


it  Intelligent  Power  Management,  and  it's  just  one  of  the  break- 


throughs that's  made  us  a  Fortune  500  firm  with  sales  over  $1  billion.  Proof  that  when 
you'd  rather  hover  over  a  keyboard  than  a  set  of  handlebars,  anything  can  happen. 
Discover  how  our  obsession  can  meet  your  PC  needs.  Call  800-876-4AST. 


/IST  COmPUTER 

The  Product  Of  Our  Obsession. 


M 
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POWEREXEC 


SMART 

Intel  386SL/25  or  486SL/25 

microprocessor,  with  AST  Intelligent 

Power  Management. 


POWERFUL 
4MB  of  RAM,  64KB  cache. 


FLEXIBLE 

Flash  BIOS,  Removable  Hard  Drive, 

Docking  Stations,  Security  Locks. 


VERSATILE 
Two  credit-card-sized,  industry- 
standard  PCMCIA  slots 
for  simultaneous  connectivity 
to  networks,  modems,  faxes 
and  other  peripherals. 


UPGRADABLE 

To  Intel  486SL  (32-bit,  3.3-volt) 

processor  Removable  Hard  Drives 

to  200MB,  RAM  expansion  to 

20MB,  optional  passive  and 

active  color  displays. 


RESPONSIVE 

To  learn  more,  call 

800-876-4AST  (4278).  We'll  answer 

your  questions  right  away. 


FAST 

7958  Harley  Davidson 

Duo-Glide  Panhead.  I200cc 

V-Twin  with  sv  ingarm  frame. 

Optional,  of  course. 


'xtet  Inside  Logo  is  a  registered  trademark  of  Intel  Corporation.  Fortune  500  is  a  registered  trademark  of  the  Time  Inc.  Magazine  Compel 
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''I  get  some  of  itiy    J§^ 
best  ideas  in  showerg^^ 


Record  your  thoughts  aaywhere  ^ 
with  Lanier's  microcassette  Pocket  'f 
Secretary' 

Lanier  has  dictation  units  for 
your  office.  And  the  latest  digital 
systemsior  companies  of  any  size. 

Seri'd  us  this  ad  with  your  busi- 
ness card  for  more  information  on: 

D  Dictation  D  Facsimile       -^^ 

D  Imaging  Systems  (Copi 


liOur  commitment    ij 
I  your  complete   r^ 
f  satisfaction 


1-800-648-6423  FAX  (513)  252-9703 


Voice  Products  Division 
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LANIER  RESPONDS 


Lanier  Information  Center 
P.O.  Box  785 
Dayton,  Ohio  45401 


EFFECTIVELY 
DIVERSIFY  YOUR  IRA 


Invest  today  in  the  T.  Rowe  Price  Spectrum  Growth  Fund  and 

diversify  your  IRA  in  one  easy  step.  Spectrum  Growth  Fund  invests  in 
up  to  7  underlying  T.  Rowe  Price  funds  chosen  for  their  capital  growth 
potential  and  for  the  way  they  perform  relative  to  one  another.  So  you 
have  the  potential  for  more  consistent  long-term  returns,  without  the 
greater  risks  of  asset  allocation  or  market  timing  funds.  $1,000  IRA 
100%  no  load. 


mmimum. 


Call  24  hours 
for  a  free  IRA  Planning  Kit 

1-800-541-8457 


Invest  With  Confidence 

TRowerrice 


IRAQ  17502 


This  is  not  an  asset  allocation  fund.  There  is  no  guarantee  the  Fund's  objectives  will  be  met,  and  its 
performance  will  depend  on  the  performance  of  the  T.  Rowe  Price  funds  in  which  it  invests.  Request 
a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and 
expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street,  Baltimore,  MD  21202. 


Populai*  revolt 

You  iiARELY  SEE  the  chief  executive  o 
a  public  company  lose  his  job  becausi 
of  a  public  referendum.  But  that 
seems  to  be  the  fate  of  John  Acker- 
man,  head  of  troubled  Public  Serx'ice 
Co.  of  New  Mexico.  By  a  margin  of 
better  than  2-to-l,  in  December  citi- 
zens of  Albuquerque  defeated  a  Pub- 
lic Service -backed  referendum  that  in 
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Public  Service's  John  Ackerman 
Albuquerque's  voters  said  no. 


effect  would  have  extended  the  utili- 
ty's monopoly  to  provide  electricity 
for  another  15  years. 

Why  the  defeat.^'  As  Forbes  recently 
reported,  during  the  1980s  Public 
Ser\  ice  had  turned  offits  shareholders 
and  customers  alike  by  botching  its 
diversification  efforts  and  by  main- 
taining electric  rates  that  are  relati\ely 
high  for  the  region  (Dec.  7,  1992). 

Ackerman,  who  took  over  from 
Jeny  Geist  in  1990,  tried  to  repair  the 
damage  and  had  made  some  progress. 
But  the  voters  could  not  be  ignored. 
Last  month  Ackerman,  51,  an- 
nounced he  will  relinquish  his  duties 
as  chief  executive  after  a  replacement 
is  found;  he  will  continue  to  be  chair- 
man. The  utilit)'  also  announced  lay- 
offs and  other  executive  departures, 
and  accelerated  plans  to  sell  off  un- 
wanted generating  capacity,  a  small 
water  company  and  other  assets. 

The  company  will  continue  to  serve 
Albuquerque,  which  accounts  for 
about  half  of  its  $857  million  in  annu- 
al rexenues.  But  shorn  of  its  monopo- 
ly powers  and  with  massixe  debt  to 
sen'ice.  Public  SeiA'ice  laces  a  less  cer 
tain  future.  A  rival  outfit  could  see 
permission  to  lower  rates,  or  anothcrS 
utility  could  make  a  hostile  bid  for 
Public  Service.  Stay  tuned. 

-W.P.B 
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FREE  Special  Report  Exposes... 

The  Great  Muni  Bond  TRAP: 
''Muni  Bonds  Are  NOT  Tax  Free'' 

"Don't  be  fooled!  Munis  are  income  tax  free  but 
NOT  estate  tax  free.  You  and  your  family  could 
needlessly  throw  away  millions  of  dollars!'' 


1  hat's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report:  Income  & 
Estate  Tax-Free  Muni  Bond  Alternatives  he'd  like  to  send  you.  You'll  discover 
how  to  make  your  muni  bond  money  income  and  estate  tax  free... increase 
your  yearly  income.. .and  triple  your  family's  inheritance. 


Barry  Kaye,  America's 
ttl  expert  on  estate  tax 
cost  discounts . . . 
author  of  Say ek 
Fortune  On  Your  Estate 
Taxes . . .  and  founder 
and  chairman  of  Wealth 
Creation  Centers^'^. 


Among  Barry  Kaye's  wealthiest  clients,  municipal 
bonds  are  common  investments.  They  all  know  that 
munis  are  income  tax  free. 

But  most  fail  to  realize  the  costly  results  of  munis  not 
being  estate  tax  free.  Here's  a  shocking  example: 

The  $550,000  Disaster 

Let's  assume  your  net  worth  is  $5,000,000  or 
more.. .you  are  in  the  40%  tax  bracket.. .you  have 
$1,000,000  in  a  municipal  bond...and  your  return  is  5% 
over  the  next  15  years. 

On  the  positive  side,  your  muni  saved  you  $300,000 
on  your  income  taxes  over  15  years. 

But  in  reality,  upon  your  death,  $550,000  of  the 
muni's  value  will  BE  DUE  for  estate  taxes. 

Your  children  and /or  heirs  will  receive  only  45%  of 
the  $1,000,000  original  investment.  You  will  LOSE 
$550,000! 

In  your  FREE  Special  Report,  Income  &  Estate  Tax-Free 
Muni  Bond  Alternatives,  you'll  discover  hov\^  you  can 
legally  recover  this  $550,000  loss — and  even  more — plus 
reduce  your  entire  estate  tax  cost  by  up  to  90%.* 

The  key  is  found  in... 

Innovative  Alternatives  For  Your  Muni  Bond  Money 

For  over  30  years,  Barry  Kaye  has  been  at  the 
forefront  of  wealth  creation  and  preservation  for  success- 
ful people  with  estates  valued  at  $3,000,000  or  more. 

Recently,  he  has  gained  national  acclaim  for  innova- 
tive muni  l2ond  alternatives.  Using  the  $1,000,000 
example,  here's  what  you  can  do  with  these  powerful 
alternatives  (each  detailed  in  your  FREE  Special  Report)... 

■  You  can  increase  your  yearly  after-tax  income  by  as 
much  as  $42,227. 

■  You  can  increase  your  net  return  to  your  family  by  as 
much  as  $1,000,000. 

■  You  can  guarantee  your  muni  bond  money  will  be 
income  AND  estate  tax  free. 

■  You  can  give  no-cost  gifts  to  charity. 


■   You  can  preserve  the  wealth  it's  taken  you  a  lifetime 
to  build. 

You  can  apply  these  alternatives  to  Ginnie  Maes,  Treasuries, 
Governments  or  any  investment  earning  5%  after  taxes. 


$9  to  $1 3  Billion  in  Muni  Bonds 

will  be  called  in  early  1993 
before  scheduled  maturity  dates 


Using  our  new  muni  bond  alternative,  you  can  still 

get  yields  of  5-20%  depending  on  your  age. 

Also,  your  assets  can  be  estate  tax  free. 


&  Estate 

Tax-Free 

Muni  Bond 

.Alternatives 


CaU  ToU  Free  1-800^3-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of 
the  Special  Report:  Income  &  Estate  Tax- 
Free  Muni  Bond  Alternatives  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 

Available  In  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  wtio 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Fortes  Magazine 


Wealth  Creation  Centers^^ 

Ameriais  Foremost  Estate  Tux  Cost  Discoiuit  Spurinlists 

Barry  Kaye  Associates 

Call,  fax  or  write: 

1901  Avenue  of  the  Stars,  Suite  500 

Los  Angeles,  California  90067 

1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

©1993  Wealth  Creation  Centers 


•  Discounted  tax  costs  based  on  current  assumptions,  other  requirements  and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 


CAVEAT:  Tliis  is  only  effective  if  you  are  over  age  60,  have  $300,000  in  Munis,  T-Bills  or  IRAs,  and  can  qualify . 


FORBES  INFORMER 


EDITED  DY  THOMAS  JAFFE 


Head  chopping  time 

Bh_^nik)N  Tartikoh-,  the  entertain- 
ment whiz  whose  resignation  last  year 
as  chief  of  Paramount  Communica- 
tions' movie  studio  caused  such  a  stir, 
is  rumored  to  be  back  as  a  consultant 
with  his  old  emplo\'er  NBC.  His  hush- 
hush  assignment?  To  recruit  a  re- 
placement for  XBC  Entertainment 
President  Warren  Littlefield.  It  could 


Brandon  Tartikoff  Warren  Littlefield 

Will  NBC  get  the  right  man  this  time? 


be  a  touch)'  task  for  Tartikoff  because 
Littlefield  was  TartikotFs  protege  at 
NBC  for  fi\e  years  and  his  hand-picked 
successor.  But  the  job's  got  to  be 
done:  NBC  has  sunk  to  third  in  the 
ratings  war  since  Littlefield  succeeded 
Tartikoff  in  199L 


Aspen  adieu.^ 

Billionaire  Manin  Da\is  may  be 
negotiating  to  sell  his  50%  interest  in 
the  Aspen  Skiing  Co.  to  Chicago- 


Billionaire  Marvin  Davis 

Taking  a  powder  from  the  powder? 
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based  developer  Norman  Perlmutter. 
(The  other  half  is  owned  by  Chicago's 
Crown  family.) 

According  to  the  Aspen  Daily 
News,  Perlmutter  has  told  members  of 
the  Snowmass  town  council  that  he 
and  Davis  have  reached  an  agreement. 
The  report  makes  sense  because  Perl- 
mutter and  partner  Eugene  Gokib 
alread)'  control  the  Snowmass  Land 
Co.,  which  plans  to  develop  property' 
around  Aspen's  Snowmass  ski  resort, 
one  of  the  three  Aspen  ski  resorts 
owned  and  operated  by  Aspen  Skiing 
Co.  (Its  other  two  are  Aspen  and 
Taehack-Buttermilk. )  Aspen  Skiing 
Co.  also  has  some  choice  real  estate, 
including  the  swank  Little  Nell  hotel, 
at  the  base  of  Aspen  Mountain. 

Neither  Da\'is  nor  Perlmutter 
would  comment  on  the  stoiy,  but 
Davis  is  believed  to  be  asking  for  at 
least  $75  million.  -John  H.  Taylor 

Hostage  tax 

Sl\'ER.al  big  Wall  Street  firms  ha\e 
found  a  new  source  of  income:  ac- 
count transfer  fees.  Shearson  Lehman 
Brothers  and  Smith  Barney  Harris 
Upham  will  soon  join  Prudential  Se- 
curities in  billing  customers  S50  if 
the\'  mo\c  their  accounts  to  another 
brokerage.  The  charge  is  said  to  co\er 
the  cost  of  processing  paperwork. 
Brokers  at  firms  lacking  such  an  exit 
fee  have  gleeflilly  taken  to  calling  it  a 
"hostage  tax." 

Here's  a  way  to  axoid  paying  the 
penalt)'  if  you  move  your  account:  Ask 
your  new  broker  to  reimburse  you  for 
the  old  broker's  exit  fee.  Given  the 
competitixeness  of  the  securities  in- 
dustry', the  new  broker  is  unlikely  to 
sav  no.  -William  P.  Barrhtt 


Lighting  up  the  skies 

Lasi  vhar  32  new  U.S.  airlines  took 
to  the  skies,  each  with  its  own  gim- 
mick to  attract  passengers.  Now 
comes  Smokers  Express  Airlines. 

You  guessed  it.  Smokers  Express 
will  allow  passengers  to  smoke  their 
hearts  and  lungs  out  on  the  nonstop 
serx'ice  it  hopes  to  offer  (at  competi- 
tive prices)  from  the  Space  Coast  ex- 
ecutive airport,  in  Titus\ille,  Ela.,  to 
Orlando,  Atlanta,  Chicago,  Dallas, 
Las  Vegas  and  Atlantic  Cit)'. 

Smokers  Express  is  the  brainchild 
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of  William  Walts  and  George  (Mick-  imitic 
ey)  Richardson,  a  couple  of  Cocoa  jomer 
Beach,  Ela.  businessmen  who  like  to  nirecr 
smoke.  How  will  they  get  around  the  naitur 
Federal     Aviation     Administration's 
ban  on  smoking  on  domestic  flights.' 
By  incorporating  the  airline  as  a  tra\el|wniop« 
club  and  recruiting  members  at  S25  in 
annual  dues.  They  say  they  already 
have  500  members,  and  are  now  seek- 
ing vw  certification. 

Richardson  says  he  hopes  to  finance 
some  of  Smokers  Express'  S3. 5  mil- 
lion startup  costs  by  selling  sponsor- 
ships to  tobacco  companies 

-Claire  Poole||« 
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Dances  with  McDonald's 

During    the     Christmas     season,  jium 
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McDonald's  came  out  with  a  big  pro- 
motion: buy  a  S2.25  Big  Mac  and  get 
a  specially  packaged  videotape  ot 
Dances  with  Wolves  for  just  S7.99.  us  i( 
The  promotion  was  a  hit  with 
McDonald's  customers,  but  not  with 
most  video  retailing  stores.  Orion  Pic-  trthc 
tures,  which  owns  the  1990  Oscar- 
winning  mo\'ie,  was  charging  the  \k\ 
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Scene  from  "Dances  with  Wolves" 
Did  Trans  World  make  a  meal  of  it? 


r 


Forbes  ■  FcbruaiT  15,  l^^^.  *     ^ 


o  stores  an  estimated  $79  per  copy 
or  the  same  version  of  the  movie 

inus  the  packaging)  and  recom- 
tiending  that  they  sell  it  for  $99. 

But  Albany,  N.Y. -based  Trans 
Vorld  Music  Corp.  (estimated  1992 
ales,  $455  million)  didn't  complain. 
t   has   been   selling   the   made-for- 

cDonald's  version  of  Dances  in  its 
Coconuts,  Record  Town  and  Satur- 
lay  Matinee  video  chains.  Trans 
Vorld's  price:  $14.99.  It  has  sold 
housands  of  these  Dances  tapes. 

The  buzz  in  the  video  retailing 
)usiness  is  that  Trans  World's  store 
nanagers  must  have  eaten  lots  of  Big 
Vlacs  and  then  loadeci  up  on  Dances 
apes.  McDonald's  had  neglected  to 
imit  its  offer  to  one  Dances  per  cus- 
omer.  Even  including  the  price  of  the 
3urger  in  the  video's  cost,  the  retail 
the  fnarkup  would  come  to  nearly  50%. 

Jeffrey  Jones,  Trans  World's  chief 
inancial  officer,  won't  confirm  the 
■umors,  but  he  does  say,  with  a  verbal 
vink:  "Don't  you  find  it  quite  clever, 
:reative  and  entrepreneurial  that  we 
^vould  be  able  to  pull  off  something 
ike  this?"  -Lisa  Coleman 


Slow  leai*ner 

Is  Russia,  the  former  socialist  para- 
dise, reaciy  to  import  a  modified 
brand  of  socialism  from  the  U.S..^ 
David  Kotz,  an  associate  professor  of 
economics  at  the  University  of  Massa- 
chusetts, Amherst,  has  been  in  Mos- 
cow urging  Russians  to  go  back  to 
rigid  price  controls  and  central  plan- 
ning. To  halt  hyperinflation,  Kotz 
says,  Russia's  parliament  should  im- 
pose a  three-month  freeze  on  all 
wages,  prices  and  exchange  rates.  Af- 
ter the  three  months  are  up,  the  gov- 
ernment should  set  prices  of  raw  ma- 
terials and  energ)',  as  well  as  set  prices 
on  the  output  of  most  medium  and 
large-scale  enterprises.  Kotz  also 
wants  the  central  government  to  reas- 
sert control  over  distribution  of 
goods  and  investment. 

"The  ideal  system  [of  price  con- 
trols] would  encompass  the  entire 
economy,"  argues  Kotz.  Kotz  may 
ha\'e  found  an  ally  in  Ruslan  Khasbu- 
latov,  the  powerful  speaker  of  the 
Russian  parliament  and  foe  of  free 
enterprise  \\'ho  has  asked  Russia's 
Academy  of  Sciences  to  study  Kotz's 
'dea.  -Paul  Klebnikov  BH 
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W^  Our  world, 
your  pace. 

For  those  who  could  go  anywhere,  so 
many  learn  there  is  simply  more  to  life 
at  the  5 -Star  Cloister  and  Sea  Island. 

Fifty-four  holes  of  golf  once  the 
domain  of  Retreat  Plantation.  An 
instruction  staff  led  by  Golf  Digest 
pros  and  Hall-of-Famer  Louise  Suggs. 
Award-winning  tennis.  Championship 
skeet.  Fabulous  spa  and  beach  club. 
As  much  as  anything,  a  gracious  staff 
to  help  you  relax  and  enjoy  each  day 
to  the  utmost. 

Sumptuous,  full-course  dining, 
too,  dressy  or  casual.  Evenings 


of  dancing.  A  world  of  activity  and 
elegance  to  explore  as  you  like. 

And  like  no  other.  Call  800-SEA- 
ISLAnd.  The  Cloister,  Sea  Island,  GA 


31561 


THE  CLOISTER- 


T.  Roive  Price  International  Stock  Fund®— one  of  the  oldest  and  largest 
international  funds — can  be  an  ideal  way  to  diversify  your  portfolio. 
Adding  foreign  holdings  can  help  increase  your  return  potential  by  provid- 
ing exposure  to  potentially  stronger-performing  foreign  markets.  And  it 
should  help  reduce  your  portfolio's  overall  volatility  because  foreign 
economies  follow  different  cycles  than  the  U.S.  economy. 

The  Fund  invests  in  stocks  of  established  foreign  companies  and  broadly 
diversifies  across  economies  and  currencies.  Managed  by  Rowe  Price- 
Fleming,  one  of  America's  leaders  in  overseas  investing,  the  Fund  has 
proven  itself  over  a  period  of  up  and  down  markets,  in  times  of  both  weak 
and  strong  U.S.  dollars.  $2,500  minimum  ($1,000  for  IRAs).  100%  no  load. 

Call  24  hours  for  a  free  report 

1-800-541-8460 


Invest  With  Confidence 

TRoweRrice 


,1k 


ISF017503 


There  is  no  guarantee  that  the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guaran- 
tee future  results.  Request  a  prospectus  with  more  complete  information,  including  management 
feet  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  East  Pratt  Street,  Baltimore,  MD  21202. 


READERS  SAY 


Way  to  go 

Sir:  Describing  American  manage- 
ment as  masters  of  "catchword"  tech- 
niques like  total  quality  management, 
just-in-time,  and  lean  manufacturing 
is  generous  ("'The  myth  of  U.S.  man- 
ufacturing's decline,"/*^-  ^^)-  While 
recognition  of  the  need  has  increased 
recently,  there  is  still  a  wide  gap  be- 
tween the  potential  and  the  realit}'.  In 
particular,  the  techniques  that  work 
so  well  on  the  shop  floor  need  to  be 
moved  to  the  purchasing,  design 
room  anci  accounting  departments. 
-Jim  Ayhrs 

Injjersoll  Engineers  Inc. 
Rockford,  III. 

Reckless  game 

Sir:  "Danger  zone"  (Jan.  18)  con- 
firmed many  of  my  worst  suspicions 
about  why  so  many  sub-secondary 
stocks  are  trading  so  out  of  touch  with 
realit)'.  If  I  wanted  to  engineer  a 
scenario  which  would  cause  the  public 
to  demand  a  significant  curtailment  of 
free  markets,  I  could  think  of  no  better 
plan  than  to  let  these  games  go  on  and 
let  nature  take  its  course  for  a  few  years. 
-Thomas  J.  Lewis 
Mendham,  N.J. 


FHvolous  suits 

Sir:  Re  "Shoot  the  hostages"  (Dec. 
21,  1992).  Lawyers  file  frivolous  suits 
because  they  know  defendants  will 
settle  for  an  amount  slightly  less  than 
what  it  would  cost  to  fight  the  suit  and 
win.  It's  a  form  of  legal  blackmail. 
-Paul  Sack 
San  Francisco,  Calif. 

Sir:  Rule  1 1  does  not  (in  our  world) 
serve  to  inhibit  plaintiffs  at  all.  Most 
plaintiffs  asserting  frivolous  cases  (if 
there  is  such  a  thing  anymore)  are 
"judgment  proof."  In  theory.  Rule 
1 1  deters  frivolous  litigation.  In  prac- 
tice, it  increases  the  risk  of  advancing 
meritorious  defenses. 
-Jack  W.  Westai.l  Jr. 
Asheville,  N.C. 

Binding  ties 

Sir:  That  Southern  California  Edison 
and  Pacific  Gas  &  Electric  want  to  be 
sure  they  are  not  being  overbilled  is 
both  normal  and  legal,  and  is  not 
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evidence  that  the  utilities  are  trying  to 
get  out  of  their  commitments.  They 
are  not  ("Power  plays,"  Dec.  21, 
1992).  The  commitments  on  the  part 
of  the  utilities  to  buy  nonutility  power 
are  legally  valid  contracts  between  the 
suppliers  and  the  utility  purchasers. 
The  utilities  are  entitled  to  be  made 
whole  if  the  contracts — or  relevant 
regulations — have  been  violated.  But 
this  in  no  way  represents  any  concerted 
attempt  on  the  part  of  the  utilities  cited 
to  break  these  contracts  or  to  avoid 
fiiture  purchase  of  nonutility  power. 
-Steven  D.  Burton 
Chair 
National  Independent  Ener£iy 

Producers 
Washington,  D.C. 

For  the  common  good 

Sir:  Re  "You  haven't  seen  anything 
yet"  (Nov.  23,  1992).  The  European 
commission's  policy  is  to  march  in  step 
with  public  opinion  and  to  encourage 
citizens  and  businesses  to  see  the  bene- 
fits of  greater  cooperation  rather  than 
impose  rules  from  on  high.  Through 
the  creation  of  the  single  European 
market,  the  commission,  far  from  in- 
ter\'ening  in  business,  is  helping  to 
create  a  far  freer  trading  system  than 
has  existed  in  Europe  before. 
-Bruno  Dethomas 
Spokesman 
Commission  of  the  European 

Communities 
Brussels,  Belgium 

Die-hard  fan 

Sir:  I  thought  Forbes  had  just  shorted 
the  entire  baseball  card  market 
("Honus  Wagner  strikes  out,"  Jan. 
4).  There's  is  a  lot  of  junk  product  in 


A  1952 

Topps 

Mickey 

Mantle 

card 

Always 

a  winner. 


the  collectible-market  place,  and 
there  will  always  be  excess  hype  sur- 
rounding anything  profitable.  How- 
ever, recent  puUbacks  in  quality'  card 
prices  are  a  buying  opportunit)'  for 
those  of  us  who  have  favorite  players 
and  still  love  our  national  pastime. 
-Anton  J.  Koach 
DeKalb,  III. 

Hats  o£f 

Sir:  Re  Follow-Through    (Dec.  21, 
1992).  When  you  shout,  "Did  he  get 
taken  this  time.""  as  you  did  about 
Primerica's  Sandy  Weill  on  your  Apr. 
15,     1991     cover,     then     "follow 
through,"  as  you  did  in  your  Dec.  2 1 , 
1992  issue,  in  a  comparative  whisper  Jr; 
that  well,  no,  he  didn't,  then  don't 
you  agree  that  congratulations  are 
forthcoming  from  Forbes." 
-Howard  Peak 
Kalamazoo,  Mich. 

We  do. -Ed. 


Coupon  rate 

Sir:  Han'ard's  5V2S  of  2015  are  trad- 
ing below  par  ("Hold  that  rating,"  | 
Nov.  23,  1992). 
-Robert  L.  Christensen 
Chappaqua,  N.T. 

Long  overdue 

Sir:  The  real  question  of  principle  is 
why   a   democratic    government    in 
Hong  Kong  is  required  now,  if  not 
long  ago  under  British  rule  (Fact  and 
Comment,  Jan.  4).  Mr.  Patten  is  prac- 
ticing the  ultimate  form  of  hypocrisy 
with  China. 
-David  L.  Ramsour 
Senior  Vice  President 
&■  Chief  Economist 
Bank  of  Hawaii 
Honolulu,  Hawaii 


Bushonomics 

Sir:  Re  "Tax  strategies  for 
C:iintonomics"  (Dec.  7,  1992).  Myjj 
only  regret  of  Clinton's  victoiy  isl 
missing  a  Forbes  "Guide  to  Bush's 
tax  hikes,"  a  necessar\'  step  after 
twelve  years  of  "borrow  and  spend"] 
economics. 
-Ciuic  A.  Jacobson 
New  York,  N.  T. 
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Now  there's  an  air  suspension  system  for  every  size  budget. 


Lhe  very  technology  that  created 
I  evolution  in  running  shoes  is  now 
eating  one  in  Range  Rovers. 
It's  called  air  suspension. 
/\nd  beneath  the  nigged  chassis  and 
ilent  interior  of  the  1993  Range  Rover 
unty  LWB,  you'll  find  it  doing  things 
1  spring  suspensions  just  can't  do. 
Like  monitoring  the  vehicle's  height 
)()  times  per  second.  Muting  road  and 
1  in  noise  to  substantially  lower  levels. 
\iding  a  smoother  ride  on  a  variety 


of  surfaces.  As  well  as  five  different 
height  settings  to  suit  a  variety  of  condi- 
tions. It  can  even  be  lowered  enough 
to  make  getting  in  and  out  easier. 
Of  course  there  are  also  over  80 


RANGE ROVER 


additional  improvements  to  speak  of. 

Like  a  new  4.2  liter  V-8  engine.  Elec- 
tronic traction  control.  And  a  108" 
wheelbase  that  makes  this  the  roomiest 
Range  Rover  ever  built. 

Why  not  try  one  on  for  size  by  calling 
1-800 -FINE  4WD  for  the  nearest  dealer? 

Granted,  these  new  County  LWBs  are 
hardly  inexpensive. 

But  considering  how  sturdy  and 
comfortable  they  are,  we  think  you'll 
end  up  wanting  a  pair. 


1  B  ^^ 
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}bur  money  should  work 
as  hard  as  you  do. 

The  more  successful  you  become,  the  less  time  there  is  to  take  care  of  the  one 
thing  that  should  be  receiving  constant  attention. 

Your  own  money. 

Are  you  investing  it  skillfully?  Or  have  you  parked  it  somewhere  safe,  and  left  it  to 
look  after  itself?  Placed  in  low-paying  investments  subject  to  erosion  from  inflation  and 
taxes,  your  assets  can  shrink,  rather  than  grow. 

At  U.S.  Trust,  we  believe  it's  a  mistake  to  be  overly  conservative.  Instead,  we  can 
offer  you  a  more  attractive  alternative.  You  can  draw  on  a  team  of  seasoned  professionals, 
who  can  create  a  disciplined,  long-term  plan  that  addresses  all  of  your  family's 
investment  needs. 

We  invite  you  to  call  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.TRUST. 
And  talk  to  us  about  putting  your  money  to  work. 
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pith  all  thy  getting  get  understanding" 


act  and  Comment 


|»y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


BOSNIA-CLINTON'S  TRUMANESQUE  TEST 
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MORE  IMPORTANT  test  for  US  in  the  post- Cold  War 
/odd  than  Iraq  is  the  former  Yugoslavia. 

Harry  Truman  decisively  established  our  commitment 
lo  contain  Soviet  communism  by  refusing  to  abandon 
(Vest  Berlin  in  1948  v^hen  Stalin  cut  off  the  U.S.,  British 
Lnd  French  sectors 
|)f  that    city    from 
heir  lifelines  to  the 
Vest.   We   faced   a 
crrible  choice:  risk 
\'ar  by  trying  forc- 
bly  to  reopen  roads 
o  the  city  or  give 
ap  West  Berlin  to 
[he  Soviet  dictator. 
Truman  ignored  ad- 
/ice  to  abandon  Ber- 
in.The  U.S.  initiat- 
ed a  massive  airlift  that  kept  the  city  alive  with  food  and 
iupplies.  Stalin  eventually  lifted  the  blockade. 

The    crisis    galvanized    the   West    into    creating   the 
North  American   Treaty   Organization,   demonstrating 

X3IVEHER 

President  Clinton  should  take  a  cue  from  his  hero  John 
Kennedy  and  appoint  Hillary  to  the  Cabinet  or  to  head  up 
a  federal  agency.  Such  a  move  would  be  no  more  shock- 
ing than  JFK's  naming  his  35 -year-old  brother  attorney 
general.  It  would  cut  off  the  inevitable  accusations  of 
her  manipulating  the  President  and  his  Administration. 

Her  chairing  an  ad  hoc  panel  on  health  doesn't  do  the 
trick.  A  statutory  post  would  allow  Mrs.  Clinton's  abili- 
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Berlin  and  Bosnia:  Testing  U.S.  stamina  to  make  the  world  safe  for  democracy. 


that  the  forces  of  evil  would  not  win  the  West. 

Bosnia  is  the  moral  equivalent  of  the  1948-49  Berlin 
blockade.  Through  selected  bombing  and  by  arming 
the  victims  of  Serbian  aggression,  the  U.S.  could  show 
Europe    that    the    forces    of    murderous    nationalism 

can  be  curbed.  The 
threat  of  a  wider 
war  would  recede, 
and  the  social  fabric 
of  Western  Europe 
would  not  be 
strained  by  the  un- 
wanted inflow  of 
countless  refiigees. 
People  would  be 
reassured  that  this 
new  era  will  not 
be  bloodily  pock- 
marked by  regional  wars  and  terrorism,  that  the  U.S.  is 
willing  to  play  the  role  that  only  it  can  play — as  the  active, 
guiding  force  for  good  in  a  world  that  would  otherwise 
revert  to  age-old  habits  of  conflict  and  conquest. 

A REAL JOB 

ties  and  policies  to  be  judged  in  public  like  other  govern- 
ment officials'.  She  would  have  the  standing  and  legitima- 
cy to  offer  the  President  influential  advice  on  everything 
else,  just  as  Harry  Hopldns  did  for  FDR,  Bobby  Kennedy 
did  for  JFK  and  Jim  Baker  did  for  George  Bush. 

The  law  barring  a  president  from  naming  close  relatives 
to  government  posts  (LBJ's  slap  at  Robert  Kennedy) 
should  be  repealed  immediately. 


MISREADING  THE 

BONN'S  economic  mishandling  of  reunification  with 
eastern  Germany  has  thrown  the  Federal  Republic  into  a 
recession,  greatly  damaged  the  economies  of  neighboring 
nations  and  now  poses  a  stark  example  of  how  not  to  help 
Eastern  Europe  and  the  former  Soviet  Union. 

Will  the  new  Administration  and  Western  Europe  learn 
the  right  lessoni  If  not,  President  Clinton  is  in  for  much 
unnecessary'  foreign  policy  trouble,  and  the  economies  of 
Europe  and  America  will  pay  the  price. 

With  East  Germany,  the  Kohl  government  thought  it 
could  repeat  the  rapid  economic  resurrection  that  West 


MARSHALL  PLAN 

Germany  experienced  from  the  rubble  of  WWII.  Bonn 
remembered  that  the  Marshall  Plan  had  pumped  in  a  lot  of 
money  and  that  by  the  early  1950s  Europe's  industrial 
output  had  easily  topped  prewar  records.  But  the  success 
of  the  Marshall  Plan  came  not  from  the  considerable 
amount  of  money  shipped  over  to  Europe.  Rather,  it  grew 
from  the  impetus  the  plan  gave  to  currency  reform  and  to 
economic  liberalization,  such  as  lowering  trade  barriers. 

The  real  hero  of  the  West  Germans'  impressive  postwar 
economy  was  the  country's  finance  minister,  Ludwig 
Erhard.  In   1948-49  his  currency  reform  made  West 
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German  money  valuable,  stopping  inflation  dead  in  its 
tracks.  He  swept  away  many  debilitating  regulations. 
His  frequent  tax  cuts  spurred  the  creation  of  numerous 
new  businesses. 

Britain,  France  and  other  countries  received  more 
money  per  capita  than  West  Germany,  but  their  economies 
did  not  do  nearly  as  well.  (Japan's  economic  rocket  didn't 
take  off  until  after  the  U.S.  had  virtually  cut  off  economic 
aid  there.  Nor  did  South  Korea  and  Taiwan  begin  their 
impressive  success  stories  until  our  aid  was  shut  off".) 

Inspired  by  a  fault)'  memory'  of  the  Marshall  Plan, 
Germany  is  spending  tens  of  billions  of  dollars  in  the  east, 
but  this  time  there  is 
no  miracle.  Why.' 

The  German  econo- 
my is  riddled  with  rigid 
regulations.  Erhard  is 
long  gone,  and  taxes 
are  now  high.  Labor 
laws  are  tough.  New 
business  formations 
are  low  for  a  countr)^  of 
such      wealth.      This 


Marshall,  Erhard,  Kohl:  It  was  Erhard's  spirit  of  enterprise  more  than 
Marshall's  money  that  propelled  West  Germany's  postwar  economy. 

THE  MORAL  OF  THE  EAST  GERMAN  MORASS 


whole  high-tax-cum-elaborate-welfare  apparatus  was  i 
posed  on  the  east.  Without  massive  subsidies  from  Bom 
unemployment  in  eastern  Germany  would  be  over  30' 
Following  the  spirit  of  Erhard,  the  east  should  have  be 
largely  exempt  from  all  of  those  rules  and  levies. 

Given  its  economic  hardening  of  the  arteries,  Bonn' 
massive  spending  has  triggered  higher  prices.  Its  stiffs 
taxes  have  stagnated  the  economy.  The  Bundesbanl 
compounded «these  errors  by  boosting  real  interest  rate 
to  bone-crushing  levels  in  the  name  of  fighting  inflation 
The  much  ballyhooed  agreement  among  Germany's 
political  parties  to  cut  sacred  social  spending  programs 

bit  won't  overco 
Bonn's  fiindament; 
mistakes,  particular!; 
as  taxes  are  schedule 
to  go  up  even  mon 
in  1995. 

No  wonder  Europ< 
has  tumbled  into  re-* 
cesssion.  No  wonder 
voters  there  are  fright- 
ened and  resentful. 


is  clear.  Pouring  money  into  Russia  and  her  neighbors 
won't  work.  The  Clinton  Administration  should  look 
again  at  what  made  possible  Western  Europe's  and  Ja- 
pan's rapid  post-World  War  II  recoveries. 

Currency  reform.  Real  money  is  the  first  essential  for 
prosperit)'.  Thanks  to  the  Bretton  Woods  international 
monetan'  system,  the  European  Payments  Union  and  other 
measures,  Europe  quickly  achieved  this  goal.  West  Germa- 
ny, Italy,  Japan  and  others  didn't  begin  booming  until  their 
monies  were  sound.  Yet  the  U.S.  and  its  industrial  allies 
have  made  no  sensible  monetary'  proposals  to  Moscow. 

Taxes.  West  Germany  began  systematicalh'  reducing  its 
high,  wartime  taxation  in  the  late  1940s.  Its  economy 
quickly  responded.  Japan  enacted  major  tax  cuts  in  the 
mid-1950s  and  didn't  suffer  a  recession  for  more  than  35 
years.  Britain  kept  its  levies  high  and  became  a  laggard. 
Today  Russia  torments  entrepreneurs  with  horrific  taxes. 
Western  experts  have  largely  turned  a  blind  eye. 

Human  capital.  Communism  crushed  it,  not  only  by 


barring  free  enterprise  but  also  by  pen'erting  the  human 
spirit  with  a  system  based  on  lying  and  cheating.  Wc 
haven't  done  enough  to  emphasize  the  necessit)'  of  a  legal 
system  where  the  law  is  not  the  whimsical  creature  of  those 
in  power,  where  written  prixate  contracts  are  enforceable 
and  where  property'  and  personal  rights  are  protected. 

Rome  wasn't  rebuilt  in  a  day.  Dismantling  or  priva 
tizing  state  companies  and  eliminating  the  web  of  price 
controls  don't  have  to  be  achie\'ed  overnight.  Removing 
regulator^'  obstacles  for  starting  new  businesses  and  rub 
bing  out  rules  that  protect  existing  state-owned  one? 
would  suffice  in  successfully  encouraging  a  more  free 
enterprise-oriented  economy. 

Trade.  A  critical  component  of  the  boom  of  the  Fiftie; 
and  Sixties  was  the  extraordinary'  expansion  of  trade  anc 
international  flows  of  capital.  We  can  do  far  more  to  heljl 
create  a  free-trade  area  in  Eastern  Europe  and  Russia  anc 
tie  it  to  us  and  to  Western  Europe,  thereby  fostering 
political  forces  whose  values  coincide  with  our  own 


RESTAURANTS— GO,  rmc«TT>FR  STOP  | 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbhs  eatery  experts  J ejf  Cunningham  and  Tom  Jones. 


•  Sardi's— 234  West  44th  St.  (Tel:  221-8440).  Once 
celebrated  but  then  disdained,  Sardi's  is  again  a  place  that 
can  easily  be  recommended  to  anyone  wanting  a  pleasant 
meal  in  the  theater  district. 

•  Manhattan  Cafe — 1161  First  Ave.,  near  64th  St. 
(Tel:  888-6556).  Big,  attractive,  club-like.  Porterhouse 
and  sirloin,  first-rate.  Smoked  salmon  with  asparagus  ina 
light  \'inaigrette,  an  unusual  and  delightful  combination. 
Waiters,  old-fashioned  professionals  who  know  their  cli- 
entele, menu  and  wine  list. 

•  Seryna— 11  East  53rd  St.  (Tel:  980-9393).  Ser- 
vice could  top  anybody's  list  of  the  slowest  in  town. 
Much  touted  cooking  on  a  rock  at  the  table  invariably 
makes  the  restaurant  smoky,  and  your  clothes  are  apt  to 
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remember  the  meal  longer  than  you  do. 

•  Mesa  GriU— 102  Fifth  Ave.,  near  16th  St.  (Tel 
807-7400).  Zippy,  original  and  incredibly  noisy.  Ser\ic< 
slightly  erratic.  The  menu  includes  the  most  imaginativ« 
southwestern-inspired  food  in  town.  Particular)'  note 
worthy  are  blue  corn  pancakes  with  tequila-smoked  salm 
on,  mango  creme  fraiche  and  caviar. 

•  I  TreMerli^63  West  Broadway  (Tel:  254-8699 
Atmosphere  is  go-go,  location  is  SoHo,  food  is  uh-oh 
the  experience  is  no-go. 

•  Chin  Chin— 216  East  49th  St.  (Tel:  888-4555 
Outstanding  Chinese  cuisine  even  though  the  place  look 
anything  but  Chinese.  The  dumpling  assortment  is  a 
good  as  any  we've  had.  ■ 
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In  tribute  to  a  great  literary  figure: 

THE  MONTBLANC 
MEISTERSTUCK  HEMINGWAY 


-r»J» 
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A  limited  edition  fountain  pen  and  ballpoint  pen. 


'    Experience  the  rare  pleasure  of  these  exceptional  writing  instruments. 
Sculpted  by  master  craftsmen  from  the  finest  materials,  only  a  small  number  of 
these  exclusive  fountain  and  ballpoint  pens  will  be  available  for  a  limited  time. 
Each  is  engraved  with  the  unmistakable  Hemingway  signature. 


^ 


Available  at  fine  jewelers,  department  stores,  quality  stationers  and  other  Authorized  Retailers. 
For  an  Authorized  Retailer  nearest  you  call  Montblanc  USA: 

800-9954810 


INTRODUCINGTHE  BMW740i.  _ 
ACAR  BUKT  AROUND  A  PHIIOSOPinl 
BUIIT  AROUND  A  DRIVER. 


Some  companies  build  their  cars 
around  a  price  tag.  Some  build  their 
cars  around  a  gas  tank.  And  some, 
well,  they  just  build  their  cars  around 
mere  cosmetics. 

At  the  Bavarian  Motor  Works,  how- 
ever, we've  always  believed  that  a 
vehicle  should  satisfy  all  the  needs  of 
its  driver  Not  just  one  or  two  of  them. 

So  it's  not  surprising  that  we  chose 


to  build  the  new  BMW740i  around  you. 

AN  EIGHT-CYLINDER  TESTAMENT 

TO  THE  DRIVER. 

If  our  engineers  build  the  ultimate 
"driver's  car,"  then  this  must  be  the  ulti- 
mate "driver's  engine." 

Five  years  in  the  making,  our  4.0- 
liter,  V-8  power  plant  was  tested  to  run 
—  at  redline  —  for  over  70,000  miles 
straight.  And  showed  no  signs  of  stress. 


It  had  sand  blasted  into  its  int.! 
And  didn't  falter 

It  even  had  ice  blasted  through 
radiator  And  didn't  miss  a  beat. 

All  so  that  you,  the  driver,  would  i 
only  have  a  powerful  engine  capab 
of  transporting  you  from  0-60  mpf 
a  scant  71  seconds. 

And  a  fuel-efficient  engine"  due  1 
its  featherweight  engine  block  cast 


•  EPA  estimatedjl6l  mpg,  22  mpg  highway  estimate  Use  estimated  mpg  for  comparison  to  other  cars  Your  mileage  may  vary  with  speed,  trip  length  and  weather,  actual  highway  mileage  wHI  prot>ably  tie  less  "See  your  BMI/VdeaJei  lor 
©  1992  BMW  ofNorth  America,  Inc  The  BMW  trademark  and  logo  are  registered 
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linum.  But  a  reliable  engine  that 
d  survive  the  kinds  of  real-life  tests 

1;r  engines  couldn't, 
'hich,  in  our  opinion,  makes  those 
Jong  years  of  research  and  develop- 
it  well  worth  tine  effort. 
:  VELVET  GLOVE  APPROACH  TO 


)WER:  A  5-SPEED  AUTOMATIC. 


'iking  the  driver  to  this  standard- 
g  power  plant  is  a  new  5-speed 
rnatic  transmission  of  equal  note. 
:;t,  because  it's  sealed,  so  it  needs 
:ditional  fluid  — and  therefore  no 
lenance  whatsoever 
M  id  second,  because  this  whisper- 
'it,  5-speed  automatic  upshifts  with 
■  unrivaled  silkiness"(Road  &  Track), 
the  uncanny  ability  to  respond 


almost  intuitively  to  your  commands. 

And  when  you  combine  that  with 
the  kind  of  chassis,  suspension  and 
steering  system  Motor  Trend  maga- 
zine has  deemed  "tight,  responsive, 
and  confidence-inspiring,"  the  idea  of 
building  a  car  around  a  driver  starts  to 
sound  quite  compelling. 

Of  course,  this  philosophy  extends 
to  the  entire  driver's  environment.  So 
the  740i  is  endowed  with  everything 
from  driver  and  passenger-side  air- 
bags  to  all  the  gathered  Nappa  leather, 
burnished  walnut  and  other  creature 
comforts  you  would  expect  to  find  in 
a  leading  luxury  car 

And  it's  covered  by  the  most  com- 
prehensive customer  care  program  in 


BMW's  history  One  that  includes  a  4- 
year/50,000-mile  bumper-to-bumper 
warranty  "a  countrywide  Roadside 
Assistance  program!  an  optional,  full 
coverage  maintenance  plan  and  a  free 
loaner  car  if,  indeed,  your  car  ever  does 
need  to  be  serviced." 

For  more  detailed  information  on 
the  new  BMW740i,orthe  longer  wheel- 
based  740iL,  call  800-334-4BMW. 

Or  simply  visit  your  local  authorized 
BMW  dealer  for  a  thorough  test  drive. 

And  experience,  firsthand, 
what  can  be  achieved 
when  a  car  company  views 
the  driver  as  a  starting  point 
instead  of  an  afterthought. 
THE  ULTIMATE  DRIVING  MACHINE: 


!M  warranty  tServices  provided  by  Cross  Country  Motor  Club,  Inc.,  Boston,  MA  02155,  except  in  CA,  where  services  are  provided  by  Cross  Country  Motor  Club  of  Calif.,  Inc.,  Boston,  MA.  tt  Available  at  participating  dealerships. 


Other  Comments 


Let's  Hope  It's  an  Omen 

Bill  Clinton's  third  grade  teacher, 
Msgr.  John  O'Donnell,  claims,  "I 
aroused  young  Bill  Clinton's  inter- 
est in  world  history'  and  politics 
when  I  taught  my  course  in  the  De- 
cline and  Fall  of  the  Roman  Em- 
pire." He  also  recalls,  "At  the  end 
of  the  course.  Little  Willy  stood  up 
and  said  that  if  he  had  been  emper- 
or, Rome  wouldn't  have  fallen." 
-Dr.  Edward  Yardkni, 
chief  economist,  C.J.  Lawrence 

Stand  and  Deliver 

Cyrus  Vance,  co-chairman  of  a  Gene- 
va conference  on  the  Bosnia  conflict, 
asked  Secretary'  of  State  Eagleburger 
not  to  meet  the  President  of  Bosnia, 
who  [was]  visiting  the  U.S.  Here  is 
the  president  of  a  small  countr\'  that 
has  been  cruelly  attacked,  100,000  of 
its  people  killed,  L5  million  driven 
from  their  homes,  thousands  of  wom- 
en raped.  And  American  officials 
should  refuse  to  meet  him.^ 

The  Bosnian  Muslims,  victims  of 
Serbian  aggression,  are  essentially  be- 
ing pressed  to  accept  the  results  of 
the  aggression,  thinly  disguised  as  a 
political  solution.  Even  if  the  Bosnian 
parties  accept  Vance's  [peace]  draft, 
it  will  be  meaningless  unless  the  West 


is  prepared  to  enforce  the  terms.  And 
that  means  American  leadership. 

The  rcsponsibilit)'  will  be  Bill  Clin- 
ton's. [He  must]  make  clear  to  the 
Serbs  that  if  they  do  not  end  their 
siege  of  Sarajevo  and  other  militar\' 
attacks,  he  will  use  force.  Appeasing 
aggression  exacts  too  terrible  a  price. 
-Anthony  Lkvvls,  New  York  Times 


The  science  of  politics  is 
self-delusion. 

-Presidhnt  Jlmmy  Carter, 
on  National  Public  Radio's  Fresh 
Air  with  Terry  Gross 

This  Could  Save  Your  Life 

Just  over  a  year  ago  I  underwent 
surger\'  to  remove  my  cancerous  pros- 
tate gland.  Since  my  operation,  an 
estimated  34,000  men  have  died  of 
prostate  cancer.  It  is  the  most  com- 
mon form  of  cancer  among  men, 
exceeded  only  by  lung  cancer.  Statisti- 
cally, prostate  cancer  will  afflict  1  out 
of  ever)'  1 1  American  males,  and  1  out 
of  everj'  3  men  over  the  age  of  50. 

With  recent  advances  in  diagnostic 
and  treatment  techniques,  early  de- 
tection— and  successful  treatment — 
are  becoming  more  and  more  com- 


Komco 


"Nothing  personal,  Pooh,  but  we  figured  you'd 
fetch  a  fortune  on  the  open  market." 
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mon.  Prostate  problems  can  be  dc 
tected  with  the  standard  digital  rectal 
exam,  with  ultrasound  testing,  with 
the  PSA  blood  test  or  with  a  combina- 
tion of  these  tests,  including  a  biopsy. 
As  a  public  figure  and  a  prostate 
cancer  survivor,  I  feel  an  obligation  to 
alert  men  to  the  value  of  early  detec- 
tion. Sharing  my  experience  with  oth- 
ers— as  uncomfortable  as  it  may  some- 
times be — has  been  a  small  price  to  pay 
knowing  that  it  may  help  a  man,  a 
father,  a  husband  or  a  brother. 
-Senator  Bob  Dole  (R-Kan.), 
Washington  Post 

Hair,  Hair 

I  AM  EVEN   a   little   conservative.    If 
someone  had  a  bald  spot  20  years 
ago,  I  would  like  him  to  ha\'e  that 
same  bald  spot  now. 
-Vactav  Havel,  Time 

Mad  Hatters 

The  trouble  with  our  Ambassadors 
in  stations  of  real  importance  is  that 
they  totally  fail  to  give  real  informa- 
tion, and  seem  to  think  that  the  real 
lite  work  of  an  Ambassador  is  a  kind 
of  glorified  pink  tea  part^^ 
-Theodore;  Roosevelt,  quoted 

in  Theodore  Roosevelt:  A  Life, 

by  Nathan  Miller 

Painting  the  Town  Red 

MoscovvALNiGPn  is  like  Chicago  dur- 
ing the  Depression.  The  men  cruise 
around  like  swells  and  the  women  play 
at  being  molls.  Already  there  are  leg- 
endan,'  moguls:  the  fellow  who  sh(nvs 
up  in  nightclubs  in  a  white  sharkskin 
suit;  the  fat  man  who  sits  in  the  lobby 
of  the  Metropole  ostentatiously  mak- 1 
ing  calls  on  his  cellular  phone.  ' 

Communism  is  dead  and  Russian;] 
businessmen  seem  to  have  hit  puber- 1 
ty.  One  rarely  sees  Volkswagens  in 
Moscow,  but  there  is  a  Mercedes  at 
ever)'  stoplight.  There  are  two  paral- 
lel Moscows  now,  the  red  ruble  Mos- 
cow of  shortages  and  queues  and  the 
green  dollar  Moscow  of  high  octane 
gasoline  and  cellular  phones.  ^ 

-David  Brooks,  Wk 

Wall  Street  Journal  ■■T 
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COMMANDER  114  B 

The  Finest  Four  Place  High  Performance  Single  Engine 

Aircraft  In  The  World 


PERFORMANCE 


SPEEDS 

MAXIMUM 

164  KTAS 

PERFORMANCE  CRUISE  (75% 

POWER) 

160  KTAS 

RANGE 

LONG  RANGE  CRUISE 

725  NM 

WEIGHT 

STANDARD  USEFUL  LOAD 

1,216  LBS 

CLIMB 

INITIAL  S.L.  RATE  OF  CLIMB 

1,070  FT/  MIN 

Commander 


AIRCRAFT    COMPANY 


COMFORT 


FOR  MORE  INFORMATION  AND  A  TEST  FLIGHT  CONTACT: 
COMMANDER  AIRCRAFT  COMPANY,  MARKETING  DEPARTMENT,  7200  NORTHWEST  63RD  STREET,  BETHANY  ,  OKLAHOMA  73008 

TELEPHONE:  (405)495-8080  FACSIMILE:  (405)495-8383 
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The  Right  Balance. 


Resources  alone  do  not  determine 
which  bank  can  best  meet  your 
needs.  Financial  strength  must  be 
matched  by  strength  of  character. 
At  Bank  of  America,  we  snive  to 
strike  the  right  balance,  with  global 
financial  services  delivered  by  people 
committed  to  helping  you  achieve 
your  long-term  objectives. 
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The  Golden  Gate  Bridge, 

photographed  by  MorleyBaer.  BsnlC  Of  AlTieriCd 


Our  one-bygone  approam t(. , 
securing  your  financial  future 

gives  you  an  edge 
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The  Principal  Edge 
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Processing  customers  by  the 
dozen.That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies^  from  The  Principal 
Financial  Group®  takes  a  fresh  approach.    . 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
;     those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime.* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time. The  Principal  Financial  Group, 
Des  Moines,  lA  50392-01 50. 
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The  financial  company 
that  gives  you  an  edge.' 
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Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines.  lA  50392-01 50.  ©  1992  Principal  Mutual  Life  Ins.  Co. 

'Increasing  the  amount  of  coverage  may  require  a  medical  exam. 
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m  events  at  home  and  abroad 


[By  Caspar  W.  Weinberger,  Publisher 


THE  NEW  WORLD 

The  problems  involving  Saddam  Hussein,  a  new  world 
order  and  a  world  police  force  are  all  inextricably  inter- 
twined. Much  of  the  discussion  of  the  U.S./British/ 
I  French  air  attacks  against  Hussein's  missiles  seems  to 
[overlook  that  hnkage. 

When  in  1991  the  U.S.  destroyed  the  bulk  of  Saddam's 
;  military  capability  after  he  took  Kuwait  and  threatened  to 
I  invade  Saudi  Arabia  and  the  United  Arab  Emirates,  it  was 
1  acting  in  concert  with  some  30  allied  nations  to  give  bone 
iand  sinew  to  an  otherwise  unenforceable  U.N.  resolu- 
Ition.  To  use  President  Bush's  visionary  phrase,  we  did 
I  that  to  create  a  "new  world  order."  The  usual  carping 
I  critics  of  everything  we  do  and  don't  do  immediately 
t  responded  with  their  normal  skepticism,  inquiring  as  to 
the  "real  definition"  and  other  dimensions  of  a  new 

• 

l.world  order. 

Their  skepticism  and  cynicism  were  quite  unfounded. 
A  new  world  order  is  a  noble  and  vitally  necessary  condi- 
tion for  the  fijture.  Quite  simply,  it  means  that  the  U.S. 
and  other  democratic  nations  agree  to  be  governed  by  a 
rule  of  law  whereby  any  country  breaking  that  law  is 
treated  much  as  criminals  are  in  each  country:  They  are 
tried  and,  if  found  guilty,  punished.  Thef)rocess  will  be 
carried  out  in  the  same  manner  that  police  and  courts 
enforce  local  laws. 

Applying  this  on  a  world  scale  means  that  we  could 
gain  what  we  had  hoped  the  U.N.  would  achieve  but  has 
not:  global  law,  breaches  of  which  will  be  punished  swiftly 
and  with  certainty.  In  the  case  of  Desert  Storm  and  Iraq, 
global  law  was  established  by  the  U.N.,  which  con- 
demned Iraq's  brutal  actions  and  its  attempts  to  control 
nearly  60%  of  the  world's  known  oil  reserves. 

^     Theory  Put  into  Action 

There  is  not  a  shadow  of  a  doubt  that  both  Saddam's 
invasion  of  Kuwait  and  his  threats  of  fijrther  lawbreaking 
required  punishment  designed  to  convince  him  that  vio- 
lations of  the  law  cannot  be  committed  with  impunity. 
He  committed  crimes  against  humanity  and  nature  when, 
without  provocation  or  warning,  he  sent  his  tanks  and 
troops  into  a  small  neighboring  country  that  had  poured 
out  billions  of  dollars  to  help  him  in  his  war  with  Iran. 

Without  the  goal  of  a  new  world  order  that  President 
Bush  acted  to  achieve,  we  would  have  had  the  usual 
number  of  U.N.  resolutions,  some  fijtile  negotiations  and. 


ORDER-DEFINED 

ultimately,  some  feeble  compromises  that  would  probably 
have  left  Saddam  Hussein  in  control  of  the  Kuwaiti 
oilfields.  Instead,  the  U.S.  fulfilled  the  responsibilities  that 
our  resources  and  our  strength  have  given  us — leading  a 
30-nation  coalition  that  destroyed  Saddam  Hussein's  air 
power  and  the  vast  majority  of  his  total  military  capability. 
As  a  parting  blow  that  reminded  us  what  a  remorse- 
less criminal  he  was,  Hussein,  on  his  way  out  of  Kuwait, 
set  fire  to  the  country's  oilfields,  threatening  major 
environmental  damage  and  causing  huge  losses  of  vital 
resources.  Again  the  U.S.  and  its  allies  provided  the 
expertise  that  put  out  these  fires  two  years  ahead  of 
schedule,  saving  the  world  from  yet  another  disaster. 

Needs  of  Many  Outweigh  Criticism  from  Few 

It  is  all  well  and  good  for  supercilious  critics  and 
writers  interested  in  finding  something  wrong  with 
every  action  the  U.S.  takes  to  criticize  it  for  "trying  to 
be  the  world's  policeman"  and  "trying  to  impose  a  Pax 
Americana"  on  the  rest  of  the  world.  But  these  anemic 
and  academic  critics  would  have  been  the  first  to 
criticize  if  they  had  had  to  wait  hours  in  line  for  the 
privilege  of  paying  a  grossly  inflated  gasoline  price  to  a 
victorious  Iraq. 

So  in  the  closing  days  of  President  Bush's  Administra- 
tion, it  was  entirely  necessary  and  appropriate  for  the 
President  to  initiate  similar  action,  joined  this  time  by 
Saudi  Arabia,  which  let  us  use  its  airfields,  Britain  and 
France.  First  with  110  allied  aircraft  and  later  with  addi- 
tional air  attacks,  we  have  reminded  Saddam  Hussein  that 
he  is  still  under  severe  restraint  and  will  remain  so  as  a 
result  of  his  many  criminal  acts. 

Military  action  should  always  be  a  last  resort,  just  as 
punishment  is  a  last  resort  of  local  law  enforcement.  And, 
in  each  of  these  actions  made  necessary  by  global  law 
violations,  it  is  essential  that  as  many  freedom-loving 
nations  as  possible  participate,  just  as  one  city's  fire 
department  does  not  ignore  a  fire  in  another  city  when 
the  fire-fighting  resources  of  that  city  are  incapable  of 
putting  out  the  blaze. 

The  rule  of  law  carries  with  it  great  responsibilities, 
but  the  benefits  of  acting,  and  the  huge  risks  of  not 
acting  to  prevent  or  punish  global  crimes  are  so 
enormous  that  the  price  demanded  of  us  in  keeping 
world  peace  is  well  worth  it.  ^M 
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Today,  after  carefully  considering  all 
their  options,  millions  of  companies  will 
all  make  exactly  the  same  decision 

To  rely  on  UPS. 

Each  working  day,  businesses 
trust  us  \vith  more  of  their  packages  - 
more  than  11  million -than  all  other 


package  delivery  companies  combined.'    Iwit^ 
It's  not  that  there  aren't  other  intel  ^^ 
gent  choices.  But  no  one  else  offt^ffj 
you  so  many  of  them.  ^^^ 

By  air  or  by  ground.  Ovemigj  pj^ 
or  overseas.  Any  address  coast  to  co. 
or  any  of  185  countries  worldwi 


very  company 

ies  count  on. 


■.^.'^Ifm^^- 
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1  with  unsurpassed  reliability. 

Yet  just  because  we  offer  you  more 
tfi^^ices  and  cover  more  geography  doesn't 
;an  you  have  to  pay  more  money 
i[       Fact  is,  you  usually  pay  less,  thanks  to 
operating  efficiency. 
Still,  there's  always  room  for  improve- 


ment. So  over  the  last  10  years,  v/e  have  in- 
vested more  than  10  billion  dollars  to  make 
those  improvements. 

We've  launched  the  quietest,  most 
fuel-efficient  delivery  fleet  in  the  sky 

Built  the  v/orld's  most  sophisticated 
computerized  customs  clearance  network 
to  speed  your  international  deliveries. 

And  now,  we're  introducing  a  nation- 
wide cellular  package  tracking  system  tha,t 
can  confirm  delivery  in  seconds. 

We  are,  in  the  ^vords  of  one  of  our 
millions  of  daily  customers,  "Always  im- 
proving something." 

And  all  for  one  very 
simple  reason. 

We  know  that  you 
can  pick  a  new  package 
delivery  company  any  day  of  the  week. 

Tomorrow,  we'd  like  you  to  pick  UPS. 


One  Rockwell  customer  wants  a  tiny  chlpi 
Another  wants  the  moon. 


Seventy-five  percent  of  the  world's  fax  machines 
communicate  with  Rockwell  modems. 
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Every  major  airline  in  the  world  flies 
with  Collins  avionics  from  Rockwell. 


i- 


Three  out  of  four  new  heavy-duty  trucks 
rely  on  Rockwell  components. 


The  most  influential  papers  in  over  100  countries 
are  printed  on  Goss  presses  from  Rockwell. 


ttntfi 


Our  Allen-Bradley  controls  make  Rockwell 
a  world  leader  in  plant  floor  automation. 

Rockwell  customers  are  diverse.  But 
the  results  we  achieve  in  each  of  our  mar- 
kets are  remarkably  similar 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people  to  excel 
in  everything  they  do.  By  anticipating  cus- 
tomer needs  and  delivering  the  highest 
levels  of  quality  and  value. 

Whether  it's  saving  NASA  more  than  20 
percent  on  Space  Shuttle  operations  and 
main  engines  by  applying  Continuous 
Process  Improvement  practices.  Delivering 
a  complex  truck-hood  assembly  in  half  the 


For  more  than  two  decades.  Rockwell 
has  been  NASA's  number  one  contractor. 

time  by  employing  simultaneous 
engineering.  Working  directly  with  custo- 
mers to  design  and  build  a  newspaper 
press  that  helps  make  them  more  compet- 
itive through  greater  flexibility  in  the  use 
of  color  Or  supplying  faster  smaller  and 
less  costly  modems  through  advanced 
design  and  manufacturing  processes. 

Today,  Rockwell  is  a  leader  in  its 
Electronics,  Aerospace,  Automotive  and 
Graphics  markets.  A  position  earned  by 
responding  to  our  customers— no  matter 
how  far-reaching  their  needs  may  be. 


^» 
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WHAT'S  AHEAD  FOR  BUSIHESS 


EDITED  DY  HOWARD  DANKS 


The  cost  of  the  feds'  ketchup  and  other  rules 


Regulatory  ratchet 

Annualized  regulatory  costs  (1991  dollars,  $billions) 

;800 


CoNSKRVATiVELV  MEASURED,  thc  cost  of  feder- 
al regulations  came  to  $542  billion  in  1992,  or 
just  over  9%  of  gross  domestic  product.  The 
trend  is  definitely  up,  up  and  away.  Laws  already 
on  the  books  mean  the  cost  will  hit  at  least 
$662  billion  (in  1991  dollars)  by  2000,  says 
Thomas  D.  Hopkins,  the  Arthur  J.  Gosnell 
professor  of  economics  at  Rochester  Institute  of 
Technology,  who  made  these  calculations.  In 
1986,  Hopkins  adds,  the  bill  was  $469  billion. 


^Environmental  regulation  jEconomic  regulation 

lOther  social  regulation  ^'^"^^"  "*"» 

jEconomic  regulation  jPaperwork 
efficiency  costs 
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77   '80  '82  '84  '86  '88  '90  '92*  '94  '96  '98  2000 

*Data  after  1992  are  estimates. 

Source:  Thomas  D.  Hopkins,  Rochester  Institute  of  Technology 


Having  dipped  in 
tlie  mid-1980s, 
tlianks  to  dereg- 
ulation in  1977  to 
1982,  tlie  cost  of 
federal  regula- 
tions is  rising 
fast.  The  likely 
trend  is  for  it  to 
rise  faster  still. 


Hopkins  says  that  he  is  not  including  the 
many  billions  more  that  arise  from  state  and 
local  government  regulations.  Nor  does  he 
inclucie  the  indirect  costs  of  regulation — for  ex- 
ample, the  depressing  impact  on  productivity' 
and  investment,  or  misallocation  of  resources. 

These  indirect  costs  are  much  more  difficult 
to  calculate,  but  they  exist  and  they  are  mon- 
strous. In  just  one  specific  corner  of  regula- 
tion, affirmative  action,  Forbes  estimates  that 
the  total  cost,  direct  and  indirect,  now  comes 


to  over  $110  billion  a  year  (sec  story,  p.  80). 

Congress  is  increasingly  turning  away  from 
spending  programs  (which  are  now  difficult  to 
finance)  and  towards  passing  mandates  and 
regulations,  where  the  cost  is  hidden.  Hopkins 
reckons  federal  regulations  now  cost  each 
household  about  $5,700  a  year. 

How  so.>  Hopkins  divides  the  mass  of  feder- 
al regulations  into  five  areas: 

■  Environmental  laws,  such  as  clean  air  and 
water  controls.  The  annual  cost  of  these,  says 
Hopkins,  "could  easily  be  half  as  high  again" 
as  his  estimate  of  $122  billion.  The  cost  of  the 
clean  air  amendments  passed  in  1990  will  con- 
tinue to  ratchet  up  after  2000. 

■  Social  regulation,  which  includes  health  and 
safety,  plus  such  open-ended  items  as  affirmative 
action  and  the  Americans  with  Disabilities 
Act,  where  nobody  yet  knows  just  how  enor- 
mous the  cost  will  be. 

■  Economic  regulation  costs  come  in  two 
parts.  Direct  regulation  has  declined  since  the 
late  1970s'  deregulation  of  airlines,  trucking 
and  communications.  Indirect  regulation, 
which  transfers  costs  from  producers  to  con- 
sumers, includes  such  items  as  "voluntary"  con- 
trols over  the  imports  of  textiles  and  autos,  or 
price  controls  over  sugar.  Entrenched  pressure 
groups  make  it  hard  to  eliminate  these  items. 

As  an  example  of  some  of  the  sillier  rules 
that  have  been  embedded  in  the  nation's  book 
of  regulations,  Hopkins  points  to  the  ketchup 
rules  enforced  by  the  agriculture  department. 
These  rules  require  producers  to  monitor  how 
runny  their  ketchup  is  at  least  once  an  hour. 

■  Paperwork,  by  far  the  fastest- rising  category 
of  federal  regulation,  now  takes  up  an  estimated 
6  billion  hours  of  private-sector  work  time 
every  year,  mostly  to  comply  with  the  tax  laws. 
(It's  idle  speculation,  but  might  failed  Attor- 
ney General  candidate  Zoe  Baird  have  paid  the 
taxes  if  doing  so  hadn't  required  filling  in 
dozens  of  forms,  state  as  well  as  federal,  quarter 
by  quarter  and  at  year-end?) 


Needed:  a  cost-benefit  approach  to  regulations 


* 


It  is  a  safe  bet  that  the  cost  will  only  get  worse. 
On  paperwork,  for  instance,  the  Clinton  Ad- 
ministration promptly  scrubbed  the  Bush 
Competitiveness  Council,  which  was  supposed 
to  restrict  useless  government  paper. 

More  ominously,  the  Clinton  Administra- 
tion, aided  and  abetted  by  an  activist  Congress, 
is  already  moving  to  add  more  costs  to  the 
U.S.  economy  through  new  regulations.  Family 
leave  is  but  the  first  of  many  new  regulations. 
Perhaps  the  most  expensive  will  be  whatever 


emerges  from  First  Lady  Hillary  Clinton's  task 
force  on  health  care. 

Are  all  regulations  bad?  Of  course  not.  Up 
to  a  point,  they  are  part  of  the  price  one  pays  to 
live  in  a  civilized  society.  Obviously  there  have 
to  be  some  rules  that  prevent  foodstuffs  from 
containing  poisons,  or  that  weed  out  drugs 
that  harm  more  than  they  help.  The  problem  is 
that  nobody  in  government  ever  asks  if  the 
regulations  they  pass  produce  sufficient  benefits 
to  justify  the  megabillions  they  cost.  ^M 
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THE  FORBES  INDEX 


BY  ROBERT  ROSENSHIN 


The  Forbes  Index  (1967=100) 

240 

Current  232.0* 

230  Previous  229.3t 

Percent  change         1.2% 
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A  few  components  have  yet  to  be  reported,  so  it  may  be  toi 
soon  to  celebrate,  but  the  Forbes  Index — with  a  1  .T'u  tiain 
in  December — is  currently  showing  its  biggest  increase  in 
almost  six  years.  One  factor  behind  the  jump  was  the 
improvement  in  home  building.  The  trailing  12 -month 
total  of  housing  starts  rose  1.2% — to  1.2  million  units — 
from  November  to  December.  But  keep  in  mind  that 
government  data  are  often  revised.  A  preliminary  0.4%  rise 
in  November  retail  sales,  for  example,  was  subsequently 
reported  as  a  drop  of  0.5%. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 
-16.4% 

0.8% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

Index  of  leading  Indicators  Nov  vs  Oct 

Dept  of  Commerce 

Trade  balance  12  months  ended  Nov  1992 

Dept  of  Commerce 

-$81bii 

All-commodity  producer  price  index  Dec  vs  Nov^ 
GDP  3rd  quarter  vs  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Labor 
Dept  of  Commerce 
Federal  Reserve 

-0.2% 
3.4% 
3.1% 

'  U.S.-based  manufacturefs,  excludes  imports,  as  of  1/10/93.  'Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forties  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weigtited  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  tielow. 


Services     •    Total  index 


Inventories      •    New  orders 


155 


125 


270 


210 


Consumer  price  indexes  (1982-84  average=100j 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


150 


»  Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commefce) 


2990 


2920 


2850 


Industrial  production  index ;:  987=100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


*    2780 

L  Personal  income  ($billion$)  wage  and  salary 

I  distHirsements,  seasonally  adjusted  (Oepi  of  Commercei 


550 


475 


4C 


325 


172 


162 


740 


f   152 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


142 


dlil  :Mmi 


Retail  sales  (Ibiihons), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  Obiilions)  total, 
seasonally  adjusted  (Federal  Resent) 
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Fairfax  County  offers 
3asy  access  to  the  CapitaL 


If  you're  going  to  compete  in  the 
1st  century,  you're  going  to  compete 
jiobally  Which  means  you'll  need 
Qstant  access  to  global  markets. 
Vhich  means  you'll  need  to  locate  in 
airfax  County. 

Fairfax  County  is  within  minutes 
if  Washington,  D.C.  And  within 
lOurs  of  every  major  city  in  the  world. 

Washington  Dulles  International 
Urport  and  Washington  National 
Lirport  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

Allofwhichputs80%ofthe 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

\nd  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

Please  send  me  more  infonnation  on  locating  my 
business  in  Fairfax  County. 

Name 

Title 

Company 

Address 

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Development  /tutlwrity 
S300  Boone  Boulei'ord,  Suite  4i0,  Vienna,  Virginia  22182  \ 
telephone  70}-790-0600,  Fax  70}-89}-1269  ra  8 


%irfax  County,  Mrginia.The  21st  Century  Is  Here. 


Forbes 


Boris  Yeltsin  does  not  consider  himself  bound  to  deals, 
made  by  Mikhail  Gorbachev— as  Harry  Oppenheimer 
and  De  Beers  are  learning. 

Sorry, 

Mr.  Oppenheimer 


By  Vladimir  Kvint 


Boris  Yeltsin  looks  at  diamonds  in  Yakutia 

As  it  begins  to  sell  its  biggest  diamonds,  Russia  will 

need  help  from  Western  firms.  What  will  De  Beers'  role  be? 


Harry  Oppenheimkr  and  his  son 
Nicholas  were  in  Moscow  early  last 
September.  The  Oppcnheimers  con- 
trol De  Beers  Consolidated  Mines 
Ltd.  and  were  there  for  the  opening  of 
De  Beers'  first  Moscow  office. 

De  Beers,  South  Africa's  giant  min- 
ing company  and  marketer  of  dia- 
monds, is  the  world's  largest  produc- 
er of  diamonds.  Through  its  Central 
Selling  Organization  cartel,  De  Beers 
has  long  controlled  the  prices  and 
supply  of  raw  diamonds  to  cutters  and 
polishers  around  the  world.  Russia, 
the  world's  second-largest  producer 
of  diamonds  (after  South  Africa),  is 
important  to  De  Beers. 


According  to  top  Russian  officials, 
the  Oppcnheimers  were  scheduled  to 
meet  with  Boris  Yeltsin,  the  prime 
minister  and  other  top  Russian  offi- 
cials, but  at  the  last  minute  the  ap- 
pointments were  canceled.  The  snub 
was  apparently  deliberate:  It  was  a 
Russian  way  of  telling  De  Beers  it 
wanted  more  money  for  its  diamonds 
than  it  had  gotten  in  the  past.  (De 
Beers'  spokeswoman  denies  appoint- 
ments were  scheduled  but  confirms 
that  no  top-level  meetings  took 
place.) 

Not  that  De  Beers  needed  remind- 
ing that  it  needs  the  Russians.  Angola, 
one  of  the  world's  largest  diamond 
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producers,  virtually  stopped  doing 
business  with  the  Central  Selling  Or- 
ganization in  the  late  1980s.  De 
Beers'  operatives  have  been  scram- 
bling to  avoid  losing  the  vital  Russian 
diamond  production. 

In  1990  De  Beers  signed  a  five-year 
deal  with  Mikhail  Gorbachev's  gov- 
ernment promising  De  Beers  95%  of 
all  Russia's  raw  diamond  production 
De  Beers  agreed  to  pay  $5  billion  over  ^i^ 
the  life  of  the  deal. 

But  Gorbachev  is  out,  and  Boris 
Yeltsin  apparently  wants  more.  Under  jot  Pm 
the  Gorbachev  agreement,  the  Rus 
sians  receive  from  De  Beers  an  average! 
price  of  approximately  $68  per  carat. 
Yeltsin  figures  he  can  do  better.  He 
knows  that  last  year  De  Beers  paid. 
$205  per  carat  for  uncut  diamonds  it 
purchased  directly  from  Yakutia,  the 
eastern   Siberian    region   which   ac 
counts  for  most  of  Russia's  diamoncl 
reserves  and  whose  mines  produce 
98%  of  Russia's  diamonds.  The  Yaku- 
tian  diamonds  were  of  higher  c]uality 
but  not  three  times  better. 

Yeltsin  has  an  out.  De  Beers'  1990K(5,  j,,, 
deal  cut  with  Gorbachev  says  only  thai 
Russia  must  sell  95%  of  its  uncut  dk\ 
monds  to  De  Beers.  It  says  nothing  ol 
cut  and  polished  stones.  What  Russio 
will  probably  now  do  is  start  cuttini 
and  polishing  more  diamonds  rathe 
than  delivering  them  raw  to  De  Bcci  s 

Russia  already  has  several  diamoi;* 
cutting  and  polishing  plants.  Three  ( 
them — in  Smolensk,  Moscow  and  tin 
city  of  Barnaul,  in  western  Siberia 
have  modern  equipment  and  expcn 
enccd  cutters.  Aware  of  the  possibili 
ties,  several  small  Japanese,  Israeli 
Dutch  and  American  firms  are  tr)'in; 
to  create  joint  ventures  with  the  Rus 
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ian  cutting  plants. 

If  the  Russians  are  playing  rough 
vith  De  Beers,  it's  because  they  badly 
leed  foreign  exchange.  With  their 
;;old  holdings  dwindled,  diamonds 
together  with  platinum)  remain  Rus- 
ia's  major  quick  potential  source  of 
nore  hard  currency.  Squeezing  more 
noney  out  of  De  Beers  is  one  way  to 
5et  it.  Adding  value  through  cutting 
ind  polishing  is  another. 

From  the  end  of  World  War  II  until 
arly  1990,  the  Soviet  Union  sold 
ilmost  no  diamonds  in  the  5-to-lO- 
:arat  range,  and  no  diamonds  larger 
han  10  carats.  When  they  were 
bund,  such  treasures  were  kept  in  the 
Russian  State  Diamond  Fund.  Worth 
millions,  the  trove  includes  such  mam- 
Imoth  stones  as  the  2 32 -carat  "Star  of 
Yakutia"  and  the  332-carat  "XXVI 
Congress  of  the  CPSU." 

As  it  begins  to  sell  off  its  big  stones, 
Russia  will  need  to  cooperate  with 
Westerners.  That's  because  the  mar- 
of  ket  is  highly  specialized  and  custom- 
ers want  their  diamonds  rough  or  cut 
and  polished  to  their  specifications. 
On  the  prowl  for  large  uncut  stones 
nslis  Maurice  Tempelsman.  Working  out 
of  Paris  and  New  York,  Tempelsman 
lines  up  a  buyer  for  a  large  stone, 
locates  the  stone  in  Russia,  then  gives 
the  Russians  the  designs  for  cutting 
and  polishing  the  stone. 

With  most  uncut  stones,  however, 
De  Beers  is  still  in  control.  Last  year 
Yeltsin's  government  signed  an  agree- 
ment with  officials  from  Yakutia  (now 
Sakha).  It  says  employees  and  manag- 
ers of  Yakutia's  diamond  mines  and 
factories  will  retain  ownership  of  23% 
of  the  proceeds;  Sakha/Yakutia's  re- 
gional government  and  local  authori- 
ties get  40%;  the  Russian  govern- 
ment, and  government  funds,  such  as 
the  armed  forces'  social  security 
fund,  get  37%.  De  Beers  figures  it  will 
end  up  as  marketing  agent  for  all 
three  groups. 

To  further  strengthen  ties  with  the 
local  government,  De  Beers  agreed  to 
help  build  a  diamond  cutting  plant  in 
Sakha  called  Polar  Star. 

Clearly  De  Beers  is  doing  every- 
thing in  its  power  to  retain  control 
over  Russia's  'diamond  ouput.  But 
li!  that  big  X  in  President  Yeltsin's  ap- 
li]  pointment  book  suggests  that  the 
ig)  Russians  are  going  to  be  driving  in- 
^  creasingly  hard  bargains.  IB 


Why  is  Robert  Bass  so  eager  to  buy  Macmillan 
from  the  Robert  Maxwell  estate? 

Golden  books 


By  Howard  Rudnitsky 

Texas  billionaire  Robert  Bass  of- 
fered $2 . 1  billion  in  1988  for  publish- 
er Macmillan  Inc.  The  late  Robert 
Maxwell  topped  him  with  an  offer  of 
$2.6  billion. 

Bass  was  lucky  to  lose,  because  last 
November  he  had  a  second  shot  at  the 
prize  at  a  much  reduced  price.  With 
Maxwell's  empire  in  liquidation,  a 
Bass-led  group  offered  $1.2  billion 
for  Macmillan  and  Official  Airline 
Guides.  For  the  latter  alone  Maxwell 
had  paid  $750  million. 

J. P.  Morgan  &  Co.,  Maxwell  Com- 
munications Corp.'s  receiver,  said  the 
offer  was  too  little,  but  the  talks  are 
continuing  and  there  isn't  any  doubt 
that  Bass  and  his  well-heeled  inves- 
tors, or  perhaps  another  publisher, 
could  buy  Macmillan  for  less  than  was 
offered  in  1988.  

True,  Macmillan's  busi- 
ness had  deteriorated  un- 
der Maxwell  and  true, 
some  assets  had  been  sold, 
but  a  publishing  jewel  re- 
mains. Macmillan  owns 
50%  of  Macmillan/Mc- 
Graw-Hill  School  Pub- 
lishing Co.,  a  $533  million 
(I99I  revenues)  elemen- 
tary through  high  school 
textbook  publisher,  the 
largest  in  the  country.  This 
joint  venture  was  formed 
in  1989  from  a  combina- 
tion of  Macmillan's  and 
McGraw-Hill's  elemen- 
tary and  high  school  book 
operations.  The  joint  ven- 
ture reported  profits  for 
I99I  of  $51  million— 
nearly  10  cents  on  the 
revenue  dollar. 

Profits  for  1992  will  rise 
only  modestly,  but  1993 
should  be  a  lot  better.  A 
number  of  states,  includ-      Student  in 
in  g  Texas  and  Florida,  will     A  coming 
recommend    major    new     ^^MB 


textbook  purchases.  A  Texas  state 
committee  has  recommended  that 
the  state  legislature  approve  $280 
million  worth  of  book  purchases  for 
the  school  years  starting  September 
1993  and  1994. 

Macmillan/McGraw-Hill  was 
among  the  major  publishers  whose 
texts  were  approved  in  Texas.  Other 
houses  include  Silver  Burdett  &  Ginn 
(Paramount  Communications  Inc.), 
Houghton  Mifflin,  Harcourt  Brace 
Jovanovich  (General  Cinema  Corp.) 
and  ScottForesman  (News  Corp.). 

In  1995  there  will  be  another  surge 
in  state  purchases  of  textbooks,  in- 
cluding key  states  like  California  ( 12% 
of  all  42  million  U.S.  elementary 
through  high  school  enrollments) 
and  Florida. 


a  Harvard  library 

baby  boomer  boost  for  college  texts. 
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Textbook  publishing 
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History 
a  la 
carte 


PuBi.LSHiNG  textbooks 
may  be  a  profitable  busi- 
ness, but  it  requires  con- 
stant toadying  to  the  forces 
of  political  correctness. 
Robert  Lerner,  assistant  di- 
rector of  the  Center  for 
the  Study  of  Social  and  Po- 
litical Change  at  Smith 
College,  gives  an  eye-open- 
ing example: 

By  the  early  1980s 
American  feminists  were 
complaining  loudly  that 
there  weren't  enough 
women  being  adequately 
depicted  in  textbooks  on 
the  American  Revolu- 
tionaiT  War.  "So  they  took 
a  woman,  Sybil  Luding- 
ton,  who  helped  warn  the 
Connecticut  state  militia 
of  an  impending  British  at- 
tack on  Danbur}',"  says 
Lerner.  As  a  result,  Sybil 
Ludington  became  a  ma- 
jor figure  in  the  1985  high 
school  text  America:  Its 
People  and  Its  Values  {Hzr- 
court  Brace  Jovanovich). 
Says  Lerner:  "She  is  por- 
trayed in  the  textbook  as 
being  as  important  as  Paul 
Revere.  No  objective  his- 
torian believes  that." 

What  historians  believe 
doesn't  much  matter.  Bow- 
ing to  pressure  groups 
does.  Harriet  Tubman  was 
an  escaped  slave  active  in 
the  pre-Civil  War  under- 
ground railway.  Tubman 
was,  by  any  standard,  a  real 
heroine  and  an  important 
symbol,  but  modern  texts 
have  so  infiated  her  role, 
says  Lerner,  that,  "In  a 
1987  study  of  thousands 
of  17-year-olds,  it  was 
found  that  far  more  stu- 
dents knew  of  Harriet  Tub- 
man's role  in  the  Civil 
War  than  that  Lincoln 
authored  the  Emancipa- 
tion Proclamation." 

In  1988  education  au- 
thor Harriet  Tyson  wrote  A 


Conspiracy  of  Good  Inten- 
tions: America's  Textbook 
Fiasco.  It  tells  a  chilling 
tale.  "California,"  says  Ty- 
son, "has  a  special  [text- 
book] 'compliance  com- 
mission' that  checks  for 
compliance  with  all  the  so- 
cial issues  that  are  being 
pursued  by  special  interest 
groups  including  femi- 
nists, a  black  power  advo- 
cate, enx'ironmentalists, 
family  values  advocates  and 
the  like.  The  compliance 
commission  counted  how 
many  female  lead  charac- 
ters there  are  in  the  text- 
book, how  many  blacks 
and  Chicanos  appear  in  pic- 
tures, and  so  on." 

If  the  head  counts 
didn't  come  out  to  their  lik- 
ing, the  textbook  either 
had  to  be  rewritten  or  it 
would  be  rejected.  Call  it 
histor\'  a  la  carte. 

A  much  publicized  ex- 
ample concerned  Pat  Zett- 
ner's  stor\',  A  Perfect  Day 
for  Ice  Cream.  Among  oth- 
er things,  the  original  sto- 
ly  displeased  the  nutrition- 
ally correct,  who  decided 
ice  cream  is  bad  for  kids. 
When  it  was  finally  pub- 
lished in  a  textbook  for  13- 
year-olds  under  the  title 
A  Perfect  Day,  the  author 
scarcely  recognized  the 
stor^'. 

The  self-appointed 
censors  come  from  all  cor- 
ners. The  political  right 
objects  to  anything  that 
might  seem  even  remote- 
ly disparaging  to  religion. 
The  political  left  is  tiying 
to  remake  American  society 
to  some  ideal  image.  En- 
vironmental extremists 
seek  to  foist  a  kind  of  reli- 
gious pantheism  on  young 
minds.  In  the  process, 
Johnnie's  and  Jane's  educa- 
tion suffers. 


For  the  next  few  years  demographic 
trends  point  to  a  rise  in  textbook  sales 
in  the  U.S.,  where  school  enrollment 
will  grow  1%  a  year,  compared  with 
0.8%  over  the  last  five  years. 

Even  if  Clinton's  election  doesn't 
bring  additional  federal  aid  to  public 
education,  local  school  budgets  are  . 
still   rising.   A  recent  forecast   from  I 
Veronis,  Suhler  &:  Associates  predicts  '; 
spending   on   elementary'   and    high 
school  books  will  gro\^'  5%  a  \'ear 
through  1996,  to  %2.7  billion. 

A  bit  fiirther  down  the  road,  in  the 
second  half  of  the  1990s,  the  S2.7 
billion  college  book  market  should 
receive  a  boost  when  the  offspring  of 
baby  boomers  fiood  into  college.  Suc- 
cessful college  books  carr\'  high  profit 
margins,  what  with  prices  at  $35  to 
$40  or  more;  who  would  be  so  crass  as 
to  haggle  over  price  when  a  college 
diploma  is  at  stake.'  And  publishers' 
costs  are  low  on  college  texts  since 
they  often  ha\'e  a  single  author. 

By  contrast,  large  teams  of  editors, 
academics  and  educational  bureau- 
crats are  required  to  prociuce  a  major 
politically  correct  (see  bo.x)  elementaiy 
textbook.  It  is  not  unusual  for  a  major 
elementaiy  text  to  take  four  to  fixe 
years  in  preparation  and  to  cost  over 
$50  million  to  launch. 

Once  successful,  a  textbook  be- 
comes a  rich  cash  cow.  The  allure  of 
educational  publishing  led  General 
Cinema's  shrewd  chairman,  Richard 
Smith,  to  buy  Harcourt  Brace  in 
1991 .  Smith  recently  told  a  group  of. 
New  York  securities  analysts  that  he 
had  spent  30  months  looking  at  con- 
sumer goods  and  ser\'ices  before  de- 
ciding that  book  publishing  would 
generate  what  he  wanted:  steadih 
grow  ing  high-qualit\'  earnings. 

Houghton  Mifflin,  which  managed 
to  ward  ofi  a  hostile  takeover  attempt 
in  1989,  is  one  of  the  few  remaining 
large  publicly  traded  textbook  pub 
lishing  independents.  Its  1992  net 
profits  were  only  $26.8  million  before 
special  charges.  But  its  cash  fiow  \\  as 
recently  estimated  at  $69  million,  ami 
it  had  about  $70  million  in  cash.  With 
$455  million  in  overall  sales,  Hough 
ton  Miffiin  is  a  prize  a  large  compan\ 
would  love  to  land,  but  the  companx 
has  made  it  clear  it  is  not  for  sale. 

So  now  you  know  why  Robert  Bass 
and  other  bidders  are  so  persistent  in  f 
the  quest  fi)r  Macmillan.  ■ 
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The  soap  opera  at  American  Express  has  been  the  U.S. 
business  media's  equivalent  of  Princess  Di  and  Prince 
Charles.  But,  seriously,  can  Amex  be  turned  around? 

Lots  of  work 
to  do 


By  Thomas  Jaffe 

The  palace  coup  has  ended.  James 
Robinson  III  still  sits,  though  some- 
what uneasily,  in  the  chairman's  office 
at  American  Express,  but  with  a  new 
and  potentially  powerful  prime  minis- 
ter, Har\'ey  Golub,  at  his  side.  So 
much  for  personalities.  What's  next 
for  the  company  and  its  shareholders.' 
For  an  informed  opinion,  Forbes 
went  to  see  Walter  Fitzgerald,  58,  a 
longtime  follower  of  American  Ex- 
press, now  a  money  manager  and 
broker  at  ras  Securities. 

Were  you  surprised  the  board  kept 
Robinson  as  chairman  and  tapped 
him  to  run  Shearson  Lehman? 

Fitzgerald:  Not  really.  Somebody 
has  to  knock  heads  together  at  Shear- 
son.  Can  Robinson  do  it.>  He's  cer- 
tainly Machiavellian  enough.  As  a 
practical  matter,  Howard  Clark  Jr. 
[Shearson's  former  chief  executive] 
did  not  do  the  job.  That"'s  why  he's 
being  replaced.  It's  as  simple  as  that. 

What  ails  American  Express? 

Shearson.  If  you  adjust  Shearson's 
profits  last  vear  by  adding  back  to 
pretax  income  the  Computer\'ision 
writeoff,  one-time  legal  expenses  and 
the  real  estate  writedo\\'ns,  you  find 
that  it  earned  just  about  10%  on  aver- 
age equity — in  a  year  when  it  wasn't 
unusual  for  securities  firms  to  earn 
20%  to  30%  on  average  equin,'.  The 
cost  structure  at  Shearson  is  com- 
pletely out  of* whack  with  re\'enues. 

Earning  20%  on  average  equity,  last 
year  Shearson  should  have  contribut- 
ed $500  million  or  S600  million  to 
American  Express'  bottom  line. 


That  would  have  added  nearly  $1  a 
share  to  Amex's  earnings.  What's  to 
be  done? 

Cut  the  cost  structure.  Trim  staff 
Close  branch  offices.  Get  out  of  cer- 
tain businesses.  For  example,  other 
securities  firms  may  be  making  lots 


of  money  from  derivatives,  but  Shear- 
son  isn't. 

Why  doesn't  American  Express 
spin  off  Shearson  now? 

As  a  stand-alone  company.  Shear- 
son  couldn't  get  the  ratings  a  compa- 
ny needs  to  borrow  a  lot  of  money  on 
a  day-to-day  basis.  Without  American 
Express,  you'd  have  chaos  over  there. 
If  Robinson  is  successflil,  then  tsvo 
or  three  years  from  now  American 
Express  will  probably  tr)'  to  take 
Shearson  public  or  sell  it. 

Let's  talk  about  American  Express' 
other  businesses. 

Travel  Related  Services  has  not  re- 
turned to  its  previous  levels  of  profit- 
ability in  the  Eighties  and  never  will 
because  of  the  competitive  situation 
today.  However,  if  you  adjust  its  1992 
results  for  one-time  events,  and  fliUy 


Harvey  Golub  and  James  Robinson  III  of  American  Express 

The  boss  got  a  reprieve;  his  protege,  a  promotion.  Now  they  must  deliver. 
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Amex 

tax  those  results  at  34%,  then  last  year 
the  business  earned  just  under  14%  on 
average  equit)'.  Not  terrific.  This  is  an 
operation  that  probably  can  earn  16% 
to  17%.  But  significant  progress  has 
been  made.  Han'ey  Golub  has  done  a 
good  job  there. 

How  about  IDS  Financial  Services? 

Last  year  ids  made  $408  million, 
pretax,  versus  $314  million  the  year 
before,  a  30%  increase.  It's  in  the  right 
business,  and  is  doing  exactly  what  it 
should  be — Golub  did  a  decent  job 
there  as  well. 

The  investment  in  First  Data 
Corp.,  which  does  back-office  and 
medical  processing  and  billing? 

First  Data  Corp.  had  a  terrific  1992, 
will  have  a  terrific  1993,  and  will  grow 
at  20%  for  the  next  several  years.  At 
the  current  valuation  of  First  Data, 
American  Express  probably  has  a  $  1 .5 
billion  unrealized  profit  in  its  holding. 
At  some  point  it  will  sell  its  54%  stake 
for  a  couple  billion  dollars. 

Amex  stock  is  still  in  the  dumps. 
What  could  it  be  worth? 

At  some  point  in  the  next  t\vo  to  three 
years  I  think  these  shares  will  trade  at 
40  to  50.  But  there's  a  lot  of  work  to 
be  done  at  Shearson.  Have  all  the 
writeoffs  been  taken.^  I  haven't  got  the 
foggiest  notion.  I  do  know  the  cost 
structure  is  too  high. 

Are  you  buying  the  stock  now? 

I  would  like  the  dust  to  settle  first.  I 
would  like  to  get  a  better  feel  about 
Robinson's  program  at  Shearson. 

So  what  are  you  telling  your  clients? 

To  trade  the  stock.  All  this  media 
silliness  about  Mr.  Robinson's  per- 
sonality could  take  the  stock  down  to 
21  or  22.  In  that  case,  why  not  buy  it.' 
What  is  important  is,  can  Shearson 
be  turned  around?  I  think  it  can  be, 
but  only  by  a  ver)'  strong  chief  execu- 
tive. They've  picked  Robinson.  Can 
he  do  it?  I  don't  know.  If  he  can't, 
American  Express  has  a  major  prob- 
lem. But  it  has  nothing  to  do  with 
personalities.  Hi 


For  too  long  it  was  business  as  usual  at  United 
Technologies'  huge  jet  engine  division.  Hard  times 
and  tough  competitors  are  forcing  a  tradition-bound 
company  to  change  its  ways. 

Welcome  to 
the  real  world 
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By  James  R.  Norman 

A  CRISIS  ATMOSPHERE  prevails  these 
days  at  the  Hartford,  Conn,  head- 
quarters of  United  Technologies 
Corp.  as  layoff  follows  layoff  at  the 
huge  Pratt  8c  Whitney  jet  engine  divi- 
sion. Now  another  $700  million 
writeoff  for  1992 — mostly  for  Pratt  & 
Whitney — has  obliterated  UTC's  prof- 
its for  the  second  straight  year. 

For  Chairman  Robert  Dan- 
iell,  this  is  a  stunning  reversal 
from  the  heady,  profitable 
years  of  market  dominance  by 
Pratt  &  Whitney,  when  its 
JT8D  engines  powered  virtu- 
ally every  727,  DC-9  and  early 
737.  As  recently  as  1990,  Pratt 
&  Whitney  had  contributed 
two-thirds  of  UTC's  operating 
profit  on  just  one-third  of 
sales.  After  the  writeoff,  it  is 
now  in  the  red. 

UTC's  Carrier  air  condition- 
ers, Otis  elevators,  UT  auto 
parts  and  Sikorsky  helicopters 
are  doing  just  fine,  but  with 
less  cash  flowing  in  from  the 
jet  engine  business,  urc;  is  an 
eight-cylinder  engine  running 
on  four  cylinders. 

Chairman  Daniell  is  a  cau-  IBI 
tious  engineer,  but  he  has 
tackled  the  problems  at  Pratt  &  Whit- 
ney with  grim  determination.  Recog- 
nizing— perhaps  belatedly — the  im- 
portance of  controlling  costs,  Daniell 
last  year  handed  the  urc  president's 
job  to  George  David,  a  brust]ue 
cost-cutter  credited  with  reviving 
Otis  and  Cvarrier.  urc:  then  took  a 
$1.2  billion  writeoff^22%  of  its  net 
worth — with  half  of  that  at  Pratt.  But 


it  wasn't  enough. 

So  Daniell  shuffled  Pratt  managers 
last  fall,  and  he  and  Da\'id  brought  in 
from  Carrier  turnaround  veteran  Karl 
Krapek  to  head  the  unit.  Karl  Krapek 
sits  on  a  very  hot  seat.  Slimming  Pratt 
&  Whitney  in  line  with  dwindling 
orders  for  commercial  jet  engines  has 
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Testing  a  new  Pratt  &  Whitney  engine 
Coping  with  dwindling  aircraft  orders. 


proved  a  tough  task. 

The  stodgy  but  technically  superb 
and  fiercely  proud  engineering  corps 
based  in  East  Hartford  has  a  knack  for 
fending  off  corporate  interference. 
"We'd  send  in  young  M.H.A.s  and 
they'd  get  ground  up  by  the  stultifs'- 
ing  bureaucracy,"  David  frankly  ad- 
mits. "I  don't  think  Pratt  has  run  itself 
well  for  decades.  It  hasn't  paid  atten- 
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on  to  costs,  productivity 

r  responsiveness." 
How  big  is  the  problem? 

or  instance:  Pratt  &  Whit- 

ey  has  10  million  square 

;et      of      manufacturing 

3ace — mostly  in  high-cost 

Connecticut.    That's    25% 

lore  space  than  rival  Gen- 

ral  Electric  has  for  roughly 

ae   same   volume   of  en- 

ines.  At  its  peak  in  1990 

ratt     employed     50,000 

/orkers,  versus  fewer  than 

0,000  at  General  Electric 

drcraft  Engines,  which  got 

he  jump  on  Pratt  with  its 
lugely  successful  CFM56 

ngine  for  the  later  version 

f  the  Boeing  737. 
Right  now  Pratt  &  Whit- 
ley's work  force  is  down  to 
,t0,000,  with  another 
5,200  cuts  just  announced. 
Crapek's  goal  is  to  be  down 
o  30,000  workers — ge's 
:urrent  level — by  the  end  of 
lext  year. 

"Pratt  had  never  been 
breed  to  be  trim  and  fit  by 
he  marketplace,"  says  Da- 
'.id.  "Now  it  is  exposed  for 
he  first  time  to  the  ravages 
3f  cost-based  rivals  who 
lad  to  scramble  in  order  to 
liiurvive." 

The  scrambling  isn't 
over.  From  a  heady  produc- 
tion rate  of  more  than  800 
planes  in  1991,  commercial  airframe 
makers  Boeing,  Airbus  and  McDon- 
nell Douglas  saw  their  new-order  rate 
ast  year  shrivel  to  about  300  planes, 
net  of  cancelations.  Every  plane  not 
produced  means  at  least  two  fewer 
engines.  Analyst  Tassos  Philippakos  at 
[Moody's  predicts  that  average  deliv- 
eries will  fall  to  500  planes  a  year  until 
the  end  of  the  decade — down  nearly 
40%  from  the^'l 991  level. 

Militar}'  business  is  even  worse. 
Pratt  won  the  engine  contract  on  the 
new  F-22  fighter.  Even  so,  Pratt  will 
nrobably  build  only  about  100  mili- 

uy  engines  a  year,  versus  the  230  or 
so  FlOOs  it  turned  out  in  1990  for  the 
F-16  and  F->5  fighters.  "Order 
rates,"  Daniell  glumly  concedes,  "are 

ot  coming  back  any  time  soon." 
Meanwhile,      third-place      RoUs- 

oyce  is  determined  to  buy  its  way 


UTC  Chairman  Robert  Darnell  (left)  and  President  George  David 
After  fixing  Otis  and  Carrier,  time  to  tacitle  P&W's  problems. 


back  to  30%  of  the  engine  market, 
from  about  20%,  targeting  both  GE 
and  Pratt,  which  have  about  40% 
each.  The  competition  will  be  brutal. 
Since  most  planes  are  now  designed 
to  accommodate  engines  from  vari- 
ous makers,  price  is  crucial. 

New  rivalr)'  is  emerging  also  in  the 
parts  business  from  remanufacturers 
and  the  airlines'  own  repair  shops. 
Like  giving  away  razors  to  sell  blades, 
engine  makers  earn  little  or  nothing 
on  engine  sales,  but  make  it  up  on  the 
spare  parts — or  used  to.  From  $175 
million  a  month,  sales  of  commercial 
spares  have  plunged  by  about  half  in 
recent  months.  This  really  hurts; 
spares  are  a  business  in  which  operat- 
ing profits  can  run  to  65%  of  revenues. 

But  if  Daniell,  David  and  Krapek 
can  bring  costs  in  line  with  the  lower 
revenues,  all  is  not  bleak  at  UTC.  Cash 


flow  should  improve  as  r&d  spending 
on  upgrades  of  Pratt's  big  PW4000 
engine  winds  down.  And  if  there  are 
no  fiirther  big  writeoffs,  UTC  could 
earn  $5  a  share  in  1993,  what  with  its 
other  divisions  doing  well.  At  Pratt  & 
Whitney  R&D  and  capital  outlays  for 
powerfiil  new  engines,  recently  run- 
ning at  $500  million  a  year,  are  on  the 
decline. 

But  the  UTC  executive  team  doesn't 
have  forever.  Kidder,  Peabody  analyst 
Michael  Lauer  figures  that  at  current 
market  prices — less  than  $50  a 
share — UTC  sells  for  about  what  Carri- 
er and  Otis  alone  are  worth,  with 
Sikorsky  and  P&w  thrown  in  for  free. 
ln\'estors  these  days  are  might}'  impa- 
tient with  management  with  under- 
performing  assets.  Ask  Robert 
Stempel.  Ask  John  Akers.  Ask  Robert 
Daniell.  Hi 
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Newspapering  has  almost  always 
been  a  mostly  local  business. 
Though  he  runs  a  national  company, 
Tribune  Co.'s  Charles  Brumback  runs 
it  in  an  intensely  local  way. 


HometoTim  coverage 


By  Christopher  Palmeri 

In  a  new  book,  Read  All  About  hi, 
former  Chicago  Tribune  editor  James 
Squires  lashes  out  against  corporate 
publishers  who  put  profits  before  Pu- 
litzers. Considering  some  of  the  tripe 
that  has  won  Pulitzers,  this  isn't  quite 
the  put-down  Squires  intends  it  to  be. 
Squires  also  paints  a  harsh  picture 


of  current  Tribune  Co.  Chairman 
Charles  Brumback,  who  comes  across 
as  a  tightfisted  accountant  heartlessly 
crushing  Chicago's  newspaper 
unions.  Considering  what  the  unions 
have  done  to  newspapers,  that's  more 
a  compliment  than  an  insult. 

In  the  old  days  the  Chicago  Tribune 


Tribune  Chairman 
Charles  Brumback 
"The  future  of 
newspapering 
might  not  be 
putting  ink 
on  paper.  If  we 
don't  find 
out  what  that 
future  is, 
somebody  else 
will. " 
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proclaimed  itself  the  World's  Greatest 
Newspaper  on  its  own  front  page. 
Nobody  except  a  few  local  boosters 
and  the  eccentric  publisher  Robert 
McCormick  bought  that  claim.  Any- 
how, Brumback  isn't  interested  in 
such  boasts.  "The  future  of  newspa- 
pering may  not  be  putting  ink  on 
paper,"  says  Brumback.  "If  we  don't 
figure  out  what  that  future  is,  some- 
body else  will." 

Gone  are  the  glory  days  when  the 
local  newspaper  was  the  main  medi- 
um of  mass  communication  and  when 
many  people  read  two,  even  three, 
papers.  As  Brumback  is  well  aware, 
that  ended  with  T\'  and  with  changing 
lifestyles.  Young  people  are  not  read- 
ing newspapers,  advertisers  have 
many  other  ways  of  reaching  local 
consumers,  and  the  old-fashioned 
newspaper's  one-size-fits-all  ap- 
proach to  coverage  no  longer  fits  a 
more  fragmented  society. 

From  his  office  high  up  in  Chica- 
go's gothic  Tribune  Tower,  Brum- 
back sees  all  this  and  has  been  fashion- 
ing a  strategy  to  keep  his  company 
prospering  in  what  may  develop  into  a 
post- newspaper  age  in  which  the  old 
broadsheets  survive  but  play  a  dwin- 
dling role. 

Now  64,  this  graduate  of  Culver 
Militaiy  Academy,  who  earned  a 
Bronze  Star  in  Korea,  became  chief] 
executive  of  the  $2.1  billion  (reve- 
nues) Chicago  Tribune  Co.  two  years 
ago.  Most  newspaper  companies  have 
solved  the  problem  of  slow  local 
growth  by  buying  family-owned 
newspapers  and  thus  expanding  geo- 
graphically. Brumback's  strategy  calls 
for  expansion  in  depth  rather  than  in 
breadth. 

The  Tribune  Co.  has  strong  posi- 
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The  riskiest  thing  you 
can  do  with  iTioney  is  nothing. 


i^eft  to  themselves,  your  assets 
can  wither.  Part-time  tending 
won't  keep  them  flourishing  like 
they  should. 

True,  there's  no  shortage 
of  full-time  asset  managers. 
But  only  one  gives  you  so  many 
sophisticated  ways  to  make  your 
money  grow:  The  Private  Bank 
at  Bankers  Trust. 


With  us,  you'll  have  op- 
portunities unavailable  to  the 
ordinary  investor.  The  chance 
to  participate  in  everything 
from  private  placements  to  for- 
eign exchange.  All  the  kinds 
of  global  transactions  that 
Bankers  Trust  itself  does  so  well. 

To  learn  more  about  the 
special  advantages  of  being  one 


of  our  private  clients,  call 
Fran  Ford,  Vice  President,  at 
(212)454-2000. 

Call  now.  There's  risk  in 
everything  you  do  with  your 
money.  But  none  is  so  great  as 
the  risk  of  doing  nothing  at  all. 

The  Private  Bank 
at  Bankers  Trust 

LEAD      FROM      STRENGTH. 
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Tribune 

tions  in  good  markets,  all  of  which 
coririnue  to  offer  expansion  potential. 
Tribune  Co.  owns  seven  dailies  in  hot 
cities  like  Orlando  and  Fort  Lauder- 
dale. It  dominates  Chicago.  It  owns 
seven  independent  television  stations 
in  major  markets  such  as  New  York, 
Chicago  and  Los  Angeles.  And  it 
owns  baseball's  Chicago  Cubs. 

Brumback  told  his  executives  to 
spend  money  creating  targeted  publi- 
cations and  programming  to  pene- 
trate the  areas  where  they  were  al- 
ready strong.  Tribune's  Fort  Lauder- 
dale paper  created  two  colorful 
weekly  tabloids  targeting  non-news- 
paper readers,  namely  young  people 
and  Hispanics.  One  of  them,  XS,  a 
free  weekly  entertainment  guide, 
was  profitable  in  its  first  year. 
iExito!  ("success"  in  Spanish) 
prints  its  business  section  in  English 
because  that's  the  language  in 
which  Hispanics  feel  most  comfort- 
able reading  about  business  news. 

The  Chicago  Tribune  has 
launched  two  much-talked-about 
weekly  sections:  Kid  News  anci 
WomaNews,  whose  features  aimed 
at  working  women  are  now  s}'ndi- 
cated  in  50  other  newspapers.  The 
Tribune  has  also  been  a  leader  in 
following  its  readers  out  to  the 
suburbs.  Five  separate  daily  sec- 
tions cover  local  communities,  and 
the  paper  has  more  reporters  cov- 
ering local  news  in  the  suburbs 
than  they  do  downtown. 

Emphasizing  local  markets  has 
certainly  worked  in  broadcasting.  | 
Tribune's  stock  took  a  dive  along 
with  other  operators  of  independent 
stations  when  Rupert  Murdoch  an- 
nounced the  creation  of  the  Fox  Net- 
work seven  years  ago.  Independents, 
the  thinking  went,  would  never  be 
able  to  compete  with  another  televi- 
sion network. 

The  Fox  Network  did  well,  but  so 
did  many  of  the  independents.  Last 
year  Tribune's  stations  brought  $550 
million  in  revenues.  That's  more  than 
the  seven  Fox-owned  stations  or  c;bs' 
seven  owned-and-operated  stations 
brought  in  last  year.  The  Tribune 
stations  use  a  strategy'  similar  to  the 
newspapers':  Go  local  and  stay  local. 
They  emphasize  local  news,  sports 
and,  to  a  large  extent,  Tribune-creat- 
ed programming.  Tribune's  Los  An- 
geles station  sticks  to  local  news,  traf- 
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fic  anci  Hollywood  gossip  on  its  new- 
morning  show  and  gets  higher  ratings 
than  the  networks.  That's  right,  bet- 
ter ratings  than  The  Today  Show  and 
Good  Morning  America. 

In  Chicago,  Tribune's  indepen- 
dent WGN  brings  in  more  revenue 
than  any  of  the  three  network- affiliat- 
ed stations.  More  than  40%  Qf  wgs's 
programming  is  produced  internally. 
This  includes  talk  shows  like  Geraldo 
and  The  Joan  Rivers  Show,  creations  of 
Tribune  Entertainment,  the  compa- 
ny's syndication  arm.  wgn  also  broad- 
casts more  home-team  sports,  includ- 
ing the  Cubs,  the  White  Sox  and  the 
Bulls,  than  any  other  television  sta- 
tion in  America. 


A  newspaper  war  rages  in  Chicago 

Charles  Brumback  lost  a  skirmish,  but  he  is 

better  positioned  for  the  battle  ahead. 


Brumback  clearly  would  like  more 
of  such  local  TV.  Last  year  he  picked 
up  75%  of  a  non-network  Philadel- 
phia television  station,  vvphl,  valuing 
it  at  just  $40  million,  or  less  than  eight 
times  cash  How.  More  broadcast  ac- 
c]uisitions  are  likely  to  follow.  Expect 
all  of  them  to  be  heavily  local  in  their 
programming. 

Last  month  the  company  launched 
Chicago  Land  Television,  a  $10  mil- 
lion experiment  to  deli\er  24-hour 
local  news  on  a  cable  r\'  channel. 
Brumback  has  also  teamed  up  with 
America  Online,  a  Prodigy-like  inter- 
active computer  ser\'ice,  to  deliver  the 
Chicajjo  Tribune  via  computer.  Tri- 
bune Co.'s  $5  million  inxestment  in 
the  publicly  held  firm  is  now  worth 
$14  million.  The  computer  ser\ice 


may  never  replace  the  printing  press, 
but  again  it  might.  "It's  research  and 
development,"  says  Brumback  of  his 
electronic  ventures.  "I'm  prepared  to 
lose  it  all." 

In  areas  where  Brumback  can't  be 
strong,  he'd  rather  not  fight.  In  early 

1991  he  sold  the  loss-plagued  New 
York  Daily  News.  This  month  the 
company  is  selling  one-third  of  the 
stock  in  Quno  Corp.,  a  Canadian 
newsprint  subsidiar\',  \\hose  cyclical- 
it}^  has  dragged  down  earnings. 

In  Chicago,  Brumback  recently 
seemed  to  have  lost  a  skirmish.  The 
Tn'^'s  daily  competitor,  the  Sun- 
Times,  has  been  bragging  about  win- 
ning a  recent  newspaper  war.  After 
the  Tribune  raised  its  newsstand 
price  from  35  cents  to  50  in  Sep- 
tember, the  scrappy  Sun-Times 
held  its  price  at  35  cents.  The  Sun- 
Times  now  says  it  has  grabbed  the 
largest  circulation  gain  any  Chica- 
go paper  has  managed  in  15  years. 
However,  the  Trib  is  still  well 
ahead  in  circulation. 

The  Sun-Times''  gains  won't  last, 
insists  Brumback.  In  time,  the  Sun- 
Times  will  have  little  choice  but  to 
raise  its  price,  too,  to  cover  an 
increase  in  the  price  of  newsprint, 
of  maybe  12%,  that  looms  over  the  i 
newspaper  business.  Then,  says 
Brumback,  the  Trib  will  get  back 
what  it  has  lost. 

Brumback's  strategy  has  won 
favor  on  Wall  Street.  Goldman, 
Sachs  analyst  Eric  Philo  says  he 
expects  Tribune's  earnings  to  re- 
bound this  year  nearly  40%,  to 
$2.70  per  share.  The  numbers  cer- 
tainlv  look  good.  The  Tribune  (]o. 
a\eraged  17.5%  in  return  on  eciuit\' 
over  the  last  five  years,  including 

1992  estimates,  according  to  Value 
Line.  The  industry  average  is  1 1 .6%. 
In  terms  of  operating  margin.  Tri- 
bune averaged  20.4%,  versus  18.4% 
for  the  industry  over  the  same  time 
period,  same  source. 

Pondering  ex-editor  lames 
Squires'  critique  of  him,  Brumback 
says:  "We'd  all  love  to  return  to  the 
davs  of  swashbuckling  publishers  ex 
posing  political  shenanigans.  But 
Jim's  vision  is  through  a  rearview 
mirror."  Looking  through  the  wind- 
shield, Charlie  Brumback  sees  medij 
that  are  still  intensely  local  but  n 
longer  in  the  old  ways. 
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What's  better 
than  a 

long  distance 

service  that 

gives  your 

business 

money  back? 

Service  that  also  gives  you  ways 
to  make  your  job  easier 

If  your  company  spends 
between  12,000  and  $50,000 
a  month  in  long  distance,  it 
pays  to  consider  signing  up  for 
AT&TMegaconf  Plus  Service  now 
Your  company  would  get  a  one-time  credit  on  your  long 
distance  charges-up  to  $50,000?  It's  our  way  of  welcom- 
ing you  into  the  AMTMegaconf  Family}  (If  you're  already 
a  Megacom  customer  you  can  still  get  big  money  back?) 

Even  more  important,  our  Megacom  Plus  Service 
can  help  you  simplify  your  job.  Whether  you  use  regular 
business  lines  Qr  dedicated  access,  all  your  locations  and 
all  your  calls  (domestic,  AT&T  Calling  Card,  international 
and  USADirecf  calls)  are  combined  into  a  single  service. 
Also  making  it  simple  for  you  to  maximize  discounts. 

And  a  variety  of  billing  choices. 


Choose  from  numerous  billing  for- 
mats, on  paper,  diskette  or  CD  ROM. 
Opt  for  the  Megacom  Plus  PC 
Billing  Package,  and  get  virtually 


complete  control  over  all  your  calling  information— to  help 
you  analyze  your  bill  and  manage  your  business  better. 

And  competitive  pricing. 

what's  more,  Megacom  Plus  Service  of krs 
you  outstanding  value  for  the  money  To 
begin,  you'll  get  usage  volume  dis- 
counts that  save  you  more,  because 
they're  based  on  your  consolidated 
billing  across  locations.  And  when  you  factor  in  Term  Plan 
savings  on  top  of  that,  you'll  see  that  AT&T  is  very 
price  competitive. 

Altogether  better  long  distance  service 

from  the/ffi^A/eg^co/77  Family 

ofScrvices. 

AT&T  offers  mid-sized  companies 
not  just  one  service,  but  an 
entire  family  AlikT Megacom® 
Service,  Megacom  Plus  Service 
and  Megacom®  Optimum  Service. 

Every  member  of  the  AT&T  Megacom  Family  is  backed 
by  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  value  that  mid-sized  companies  want. 

Our  credit  offer  is  only  good  through  4/30/93,  so  there 
will  never  be  a  better  time  than  now  to  call  the  number  below 
for  more  information. 

There'll  never  be  a  better  time 

to  ask  about  our  long  distance  credit, 

worth  $2,500  to  $50,000.' 


Call  now: 

1800858-MEGA,Extl36 


AT&T 


'cpcnding  on  the  length  of  Term  Plan  commitment- Other  conditions  and  restrictions  may  apply 
^' '-  Lallation  by  6/18/95.  credit  applied  after  first  complete  bill  month  Penalties  will  apply  to  early  termination, 
rditappiiedafterfirstcompletcbillmonih  Penalties  will  apply  toearly  termination  Term  Plan  agreement 
rusi  be  signed  by  4/30/93 
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Timing  is  money.  That's  why  businesses  in  176 
countries  rely  on  Federal  Express  more  than  a 
million  times  a  day.  And  why  Federal  Express 
relies  on  Tandem  computers  tor  constant  avail- 
ability of  critical  online  information  to  help 
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track  packages  and  speed  shipments  thrc 
customs  around  the  world.  In  fact,  Tan 
online  technology  enables  Business  Logi 
Services,  a  rapidly  expanding  divisio 
Federal  Express,  to  replace  the  capital-intefi 


Tandem  and  the  Tandem  logo  are  trademarks  of  Tandem  Computers  Incorporated.  Federal  Express  and  Business  Logistics  Services  are  trademarks  of  Federal  Express  Corporation } 
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tion  networks  of  its  customers  with  inno- 
te  custom  solutions  that  increase  their 
d-to-market  and  reduce  their  overhead.  To 
out  how  we  do  it,  call  800-959-2492*.  And 
)ver  what  Tandem  can  do  tor  your  comoany. 

"miputers  Incorporated.  All  rights  reserved.     *ln  Canada,  call  800-345-8636. 
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Shouldn't  you  be  computing  like  this? 
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A  leftover  from  the  great  days  of  colonial  investment 
in  South  America,  Bolivian  Power  survived  coups 
and  hyperinflation,  thanks  to  the  efficient  efforts 
of  a  modest  English  engineer. 

Stiff  upper  lip 

By  Joel  Millman 


Bolivian  Power's  Kenneth  Lyons 

A  three-year  contract  stretched  to  nearly  four  decades. 
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Kenneth  Lyons  may  be  the  last  of 
once-vibrant  breed:  the  British  jungle" 
entrepreneur.  Three  months  after  fin- 
ishing   his    engineering    studies    at 
Widnes  Technical  College  in  Lanca- 
shire in  1956,  Lyons,  then  22,  tool 
off  for  Bolivia,  where  he  was  hired  as 
Contract  engineer  with  Boliviana  de 
Energia  Electrica  S.A.  It  took  him. 
four  days  to  get  there — via  Africa  t( 
Brazil,  Brazil  to  Buenos  Aires,  Buenos 
Aires  to  15,000  feet  up  in  the  Andes. 

"I  went  on  a  three-year  contract," 
Lyons  says  with  a  smile.  Two  years  in, 
he  married  a  Bolivian  woman  and 
decided  to  stay  a  while.  He's  still  there 
and  is  now  ending  a  glorious  career 

Bolivian  Power,  as  it's  known  in 
English,  served  just  35,000  of  the 
nearly  1 50,000  homes  in  La  Paz  when 
L\'ons  started  and  made  much  of  its 
money  supplying  power  to  the  big 
mining  companies  nearby. 

Three  decades  later.  Ken  Lyons  is 
still  lighting  La  Paz.  His  Bolivian 
Power  (1992  revenues,  $36  million) 
is  probably  the  only  foreign -owned 
utilit)'  in  Latin  America  to  escape 
nationalization.  "There  must  have 
been  a  dozen  attempts  at  expropria- 
tion," says  Lyons,  with  an  understat- 
ed chuckle.  "But  with  so  many 
changes  in  government,  no  one  was 
ever  in  power  long  enough." 

In  the  past  40  years  Bolivia  has  had 
at  least  20  coups;  only  a  handful  of  its 
presidents  served  out  their  terms. 

Eduardo  Gamarra,  a  political  scien- 
tist at  Elorida  International  University 
who  grew  up  in  La  Paz,  says  Bolivian 
Power  stayed  private  largely  because 
management  did  such  a  good  job  that 
the  pols  were  afraid  to  touch  it. 
''Some  politicians  in  La  Paz  always 
opposed  nationalization,"  he  says. 
"They  thought  it  would  mean  the 
cost  of  electricity  would  increase." 

Lyons,  who  took  over  day-to-day 
operations  at  Bolivian  Power  in  1982, 
was  careful  to  stay  one  step  ahead  of 
growing  demand,  investing  in  new 
plants  ever\'  couple  of  years  and  con- 
stantly upgrading  his  existing  ones. 
Bolivian  Power's  85-year-old  Acha- 
chicala  hydroelectric  plant  in  La  Paz  is 
still  operating  at  100%  capacity.  Hif 
teen  thousand  feet  above  sea  level,  its 
Zongo  Valley  system  is  made  up  ot 
eight  generating  plants,  some  dating 
back  to  the  1930s. 

Lyons'    meticulous   care    for   the 
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IVou 
Expect 

Full  Service 


OLDE's  full  service  investment  professionals  provide  you  with 
personal  service,  research  and  recommendations  on  stocks  and 
other  investments  designed  to  help  you  achieve  your  financial 
goals.  By  combining  full  service  with  discount  commissions, 
OLDE  has  set  a  new  standard  in  the  brokerage  industry.  Among 
the  top  five  discount  brokers,  OLDE  is  the  only  broker  that  has 
its  own  staff  of  research  analysts  who  provide  free  research. 


If  you're  a  person  who  has  come  to  expect  full  service 
at  any  cost,  you'll  be  happy  to  know  that  with 
OLDE  you  don't  have  to  pay  extra.  You  can 
save  up  to  90%*  on  commissions,  receive  a 

no  annual  fee  IRA  and  take  advantage  of  a  no-fee  cash 

management  account. 


As  a  special  incentive,  transfer  your  brokerage  account  or 
open  an  IRA  and  receive  your  first  stock  trade  commission-free. 
For  a  full  line  of  quality  investments,  premium  services  and  low 
commissions,  call  toll  free  and  ask  for  the  OLDE  office  nearest  you. 


*Based  on  a  November  1992  survey  of  several  leading  brokerage  firms.  Savings  depend  on  the  price-per-share  and  number  of  shares  traded. 


1 800  USA-OLDE 

Reference  code  432 


America's  Full  Service  Discount  Broker' 


Member  NYSE  &  SIPC 


Bolivian  Power 

plants  he  inherited  makes  sense. 
While  hydropow  ered  plants  are  more 
expensive  to  install  than  fossil  Fuel 
plants,  they  are  much  cheaper  to  run. 
By  squeezing  eight  ciecades  of  ser\'ice 
out  of  some  plants,  Bolivian  Power 
has  been  able  to  keep  rates  among  the 
cheapest  on  the  continent — less  than 
5  cents  per  kilowatt-hour.  "No  other 
power  generator  in  Latin  America 
sells  electricit)'  for  less,"  boasts  Lyons, 
"and  still  makes  money." 

But  Lyons  has  had  to  contend  with 
more  than  constant  changes  in  gov- 
ernment. His  bosses  have  changed 
almost  as  often  and  just  as  erratically. 


Heir  apparent  Roger  Dupuis 
Lighting  La  Paz. 


Bolivian  Power's  first  parent,  Canadi- 
an International  Power,  was  swal- 
lowed by  conglomerator  Morley 
Thompson's  Baldwin-United  Corp. 
When  Baldwin- United  filed  for  bank- 
ruptcy in  1983,  control  of  the  utilit\' 
passed  into  the  hands  of  U.S.  insur- 
ance giant  Leucadia  National.  Leuca- 
dia  got  it  when  it  bought  controlling 
interest  in  Baldwin- United.  Leucadia 
continues  to  hold  about  50%  of  Boliv- 
ian Power's  3  million  shares.  The  rest 
is  traded  on  Nasdaq. 

Lyons  has  ne\'er  cared  who  owned 
the  company.  "Remember  that  com- 
munication between  Bolivia  and  the 
outside  has  only  become  part  of  life  in 
the  past  five  or  six  years,"  he  says, 
savoring  the  fact  that  a  succession  of 
owners  have  left  him  alone. 

And  a  good  thing,  because  this  isn't 
the  kind  of  business  you  can  run  from 
London  or  New  York.  There  was 
Bolivian  hyperinflation  to  contend 
with,    sometimes    roaring    along    at 
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25,000%  a  year.  "Our  consumers  had 
20  or  40  days  to  pay,"  says  Roland 
Gibson,  Bolivian  Power's  financial 
vice  president.  "So  with  inflation  at 
that  rate,  the  pa^-ments  were  almost 
worthless  when  we  got  them." 

Close  to  closing  its  doors  in  1984, 
Bolivian  Power  sur\ived  only  because 
its  biggest  customer — the  state  mia- 
ing  monopoly,  Comibol — paid  its  bill 
in  dollars,  not  pesos.  "The  mines  got 
us  through,"  Lyons  says.  "That  was 
our  life  belt." 

Right  now  it  is  prosperity',  not  hy- 
perinflation, that  Bolivian  Power 
must  cope  with.  Higher  metals  prices 
and  falling  inflation  have  combined  to 
make  La  Paz  one  of  Latin  America's 
fastest-growing  cities.  Bolivian  Power 
now  ser\'es  over  150,000  homes,  and 
with  demand  for  electricitx'  growing 
by  about  6%  a  year,  the  compam'  faces 
the  daunting  task  of  keeping  up  with 
it.  Over  the  next  five  years  the  compa- 
ny will  spend  S120  million  to  expand 
four  plants  and  build  two  new  ones  in 
the  Zongo  Valley.  To  raise  the  mon- 
ey, the  currently  debt-free  company 
will  have  to  sell  bonds — and  possibly 
make  an  equit)'  ofi^ering.  With  the 
government's  recently  having  re- 
newed Bolixian  Power's  contract  for 
another  40  years,  it  should  have  no 
trouble  raising  the  money. 

The  company's  revenues  have  in- 
creased 138%  in  the  past  five  years, 
and  earnings  per  share  have  nearly 
doubled,  from  SI. 07  to  an  expected 
S2  this  year. 

All  this  has  made  the  little  company 
quite  attractive  to  foreigners  wanting 
a  stake  in  Latin  America.  Boli\ian 
Power's  shares,  at  a  recent  14,  have 
doubled  oxer  the  last  two  years.  That 
price,  however,  is  only  about  half 
book  value  and  less  than  five  times  the 
$3  a  share  analyst  Barr\'  Sahgal  of 
Ladenburg,  Thalmann  &  Co.  thinks 
the  company  could  earn  this  year.  The 
stock  yields  a  respectable  4.6%. 

Ha\ing  steered  Bolivian  Power 
through  turbulent  times.  Ken  Lyons, 
59,  is  handing  over  the  reins  to  his 
right-hand  man,"  Roger  Dupuis.  He 
says  he's  going  back  to  Cheltenham  in 
southwest  England  to  plant  roses,  do 
some  reading  and  reacquaint  himself 
with  British  life.  His  own  modest 
verdict  on  his  enviable  career:  "It's 
such  a  small  company,  you  know,  but 
we  met  our  objectives."  ^M 
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A  lot  of  businesses  are  picky  about  their  suppliers. 
National  Re  is  extremely  picky  about  its  clients. 
That's  one  reason  its  earnings  are  headed  upward, 

Know  your 
customeir 


By  Carolyn  T.  Geer 

When  times  are  tough,  you  tn^  to 
broaden  your  customer  base,  right? 
Not  National  Reinsurance  Corp. 
When  hurricanes  rage  and  price  wars 
loom,  National  Re  remains  fiissy 
about  which  companies  it  will  accept 
as  customers.  Out  of  more  than  3,000 
propert)'/casualt\'  insurers  in  the 
U.S.,  only  300  make  National  Re's  list 
of  desirable  clients.  It  is  now  doing 
business  with  a  quarter  of  those. 

Stamford,  Conn. -based  National 
Re  makes  its  living  b)'  absorbing  some 
of  the  risks  undertaken  by  small  prop- 
ert\'/casualt\'  insurers.  This  explains 
its  pickiness.  "You  can't  cat  off  a  dead 
horse,"  says  William  Warren,  the 
company's  chief  executive.  "We 
learned  a  long  time  ago  that  there's  no 
way  we  can  make  money  over  the  long 
haul  reinsuring  a  company  that 
doesn't  run  its  business  well."  Since  it 
is  sharing  risks,  National  Re  wants  to 
do  business  only  with  companies  that 
take  sensible  risks  for  a  sensible  price. 

Here's  how  the  business  works.  Say 
the  owner  of  a  grocen^  store  buys  a  $5 
million  liability  policy  to  insure 
against  the  cost  of  a  lawsuit  should  a 
customer  slip  on  an  orange  peel.  The 
grocer's  insurer  in  turn  becomes  a 
customer  of  National  Re.  For  a  price. 
National  Re  agrees  to  shoulder  any 
losses  exceeding  the  first  5500,000 
on  that  policy.  Obviously,  Warren 
wants  to  reinsure  grocery  stores  that 
keep  the  aisles  clean. 

Top-performing  Cincinnati  Finan- 
cial Corp.  (Forbes, /«w.  4)  has  been  a 
National  Re  client  for  years.  National 
Re  also  will  share  risks  with  new  com- 
panies if  it  likes  their  looks.  Says  War- 
ren:  "We  like  to  do  business  with 
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National  Re's  William  Warren 

"You  can't  eat  off  a  dead  horse." 


people  who  want  to  build  business- 
es." And  who  own  a  piece  of  them. 
"They  do  a  better  job  when  their  own 
money  is  at  risk,"  he  says. 

You  could  say  the  same  about  War- 
ren and  his  company.  Warren,  56,  has 
been  running  National  Re  since 
1980,  when  it  was  a  subsidiar)'  of 
Continental  Corp.  But  he  has  been  a 
significant  shareholder  only  since 
1990,  when  a  group  affiliated  with 
billionaire  Robert  Bass  bought  the 
firm.  Warren  got  213,000  shares  of 
insider  stock  at  $4.32  each. 

Following  a  public  offering  a  year 
ago  at  23,  National  Re  shares  have 
climbed  to  a  recent  32.  Analysts  are 
expecting  earnings  to  climb  from  S 1 8 
million  in  1992"  (excluding  capital 
gains  and  a  one-time  charge)  to  $38 
million,  or  $2.25  a  share,  in  1993. 

When  Warren  and  his  aides  like  a 
company,  they  love  it.  They  under- 
write, on  average,  75%  of  a  client's 
reinsurance  business.  This  is  good  for 
the  clients,  who  arc  often  smallish 


companies  with  limited  capital.  Ii 
puts  Warren  in  a  partner-like  relation- 
ship with  his  customers,  with  his  for- 
tunes intert\\'ined  with  theirs. 

Los  Angeles  area- based  Crusadei 
Insurance  Co.,  a  client  since  1985,] 
suffered  $21  million  in  losses  from  last 
year's  looting,  saddling  Warren  with  a 
S5  million  loss.  Legally,  this  was  War- 
ren's only  obligation  to  Crusader. 
Nonetheless,  National  Re  lent  Cru 
sader  an  additional  $2  million  to  help 
rebuild  its  surplus.  Further,  it  bought 
$800,000  worth  of  shares  of  Crusad- 
er's parent,  Unico  American  Corp.,  at, 
market  prices.  (Unico's  chairman' 
kicked  in  $36,000,  too.) 

There  was  nothing  out  of  the  ordi 
nan'  in  going  the  extra  mile  for 
customer.  "If  their  losses  were  com 
ing  from  bad  business  practices,  we 
wouldn't  have  done  it,"  explains 
Warren,  "but  [the  looting  ]  was  a 
discrete  event.  They're  a  good  ac 
count,  and  they  needed  help." 

Warren  learned  about  pricing  in- 
surance and  picking  partners  the  hard 
wa}'.  When  he  was  promoted  to  head 
of  National  Re,  he  discovered  that  the 
firm,  notwithstanding  a  top  rating 
from  A.M.  Best,  was  underresencd 
by  at  least  $75  million.  Why?  The 
company  had  been  underpricing  its 
product.  "We  were  damn  near  termi- 
nally ill,"  says  Warren. 

Warren  prescribed  bitter  medicine. 
He  threw  out  unprofitable  business, 
dropping  premium  volume  from 
$185  million  in  1979  to  $75  million 
in  1982.  "We  feel  you  cannot  stay  in 
the  game  and  compete  on  price,"  ] 
explains  Warren.  From  there  he  be- 
gan to  rebuild,  but  slowly.  Last  year's 
premium  revenue  was  $250  million. 

Following  a  year  in  which  primary' 
insurers  took  a  beating  from  Hurri- 
cane Andrew,  demand  for  reinsurance 
is  strong,  yet  many  reinsurers  are  in  no 
financial  position  to  write  more  busi 
ness.  National  Re  is  different.  Bol 
stered  by  the  1992  equit>'  offerini;. 
National  Re's  capital  surplus  will  sup 
port  a  lot  of  new  business.  But  Wil 
liam  Warren  is  taking  his  time  ami 
picking  his  shots  carefully.  He  is  tak 
ing  on  annual  premiums  equal  to  oiiK 
80%  of  National  Re's  capital  surplus, 
much   less  than  the    150%  it  could 
comfortably  take  in.  It's  a  reinsurer's 
market,  and  Warren  intends  to  make 
the  best  of  it.  ^ 

Forbes  ■  FcbniaiT  IS,  1W3 


FOREIGN  EXCHANGE 


MONEY  &  INVESTMENTS 


The  yen  is  going  to  make  a  big  move  against 
the  dollar  in  the  next  few  months,  but  I'm  not  yet 
ready  to  say  which  way  it  will  move  or  how  far. 

Too  soon 


to  call 


BYANDREWJ.KRIEGER 


Andrew  J.  Krieger  is  managing  director 

of  KB  Currency  Advisors,  Inc., 

a  foreign  exchange  investment  management 

and  hedging/advisory  firm 

based  in  Englewood  Cliffs,  N.J. 

He  is  author  of  The  Money  Bazaar. 


I  AM  STILL  cautiously  bullish  on  the 
dollar  versus  the  deutsche  mark  this 
year  {see  my  column,  Feb.  1).  Ger- 
many's cyclical  weakness  contrasts 
sharply  with  the  modest  growth  that 
the  U.S.'  economy  is  currently  experi- 
encing. Divergences  in  their  respec- 
tive economies  will  likely  lead  to  a 
continued  narrowing  of  interest  rate 
differentials,  which  in  turn  is  widely 
anticipated  to  fuel  a  significant  dollar 
rally.  This  is  the  consensus  view,  and 
though  I  rarely  follow  consensus 
views  it  looks  correct  in  this  instance. 

The  situation  vis-a-vis  the  dollar- 
yen  exchange  rate  is  much  less  clear, 
however.  Japanese  industrial  produc- 
tion has  been  declining  and  inven- 
tories are  rising  relative  to  sales.  Job 
opportunities  there  are  narrowing, 
and  there  has  been  a  reduction  in 
overtime.  Households  have  displayed 
a  reluctance  to  spend,  and  new  hous- 
ing starts  are  likewise  slowing. 

Japanese  net  exports  have  provided 
the  main  contribution  to  economic 
growth,  as  the  current  account  sur- 
plus has  grown  to  over  $  1 1  billion  per 


month.  This  surplus,  however,  is  gen- 
erating increasing  cries  of  protest 
among  Japan's  trade  partners,  and 
threats  of  protectionism  are  becom- 
ing a  real  danger. 

In  a  sense,  one  can  view  the  Japa- 
nese economy  as  being  built  on  a 
continuing  need  for  growth  and  ex- 
pansion lest  the  structure  collapse  in 
on  itself  in  a  massive  heap  of  deflated 
assets.  During  the  1980s  and  early 
1990s  Japan  embarked  on  an  aston- 
ishingly ambitious  capital  spending 
investment  program  in  which  Japa- 
nese investors  pumped  over  $1  tril- 
lion into  plant  and  equipment  and 
manufacturing  enhancement.  With- 
out continued  export  growth  a  lot  of 
this  investment  will  never  pay  off. 

The  danger  of  the  Japanese  situa- 
tion is  worsened  by  the  political  scan- 
dals that  have  hurt  prospects  for  badly 
needed  economic  stimulus. 

As  against  these  negatives,  upcom- 
ing elections  will  increase  the  domes- 
tic pressure  for  a  growth  package  and 
international  pressure  will  mount  for 
Japan  to  take  some  action  to  boost  its 
domestic  economy  and  thereby  help 
reduce  its  dangerous  and  unsustain- 
able external  trade  imbalances. 

I  think  that  the  Japanese  authorities 
will  finally  and  belatedly  recognize 
th^r  severity  of  the  current  situation. 
The  Bank  of  Japan  will  lower  the 
official  discount  by  50  basis  points,  to 
2.75%,  and  there  will  be  an  additional 
boost  to  infrastructural  expenditures. 
There  will  also  very  likely  be  a  cut  in 
personal  taxation. 

However,  the  action  will  be  reflex- 
ive not  pro-active,  so  the  problems 
will  not  be  sufficiently  addressed  to 
ward  off  a  recurrence  in  the  fiature. 

Does  this  somewhat  pessimistic 
view  of  Japan's  immediate  economic 


prospects  make  me  negative  toward 
the  yen?  Not  necessarily.  The  Bank  of 
Japan  has  lowered  interest  rates  quite 
dramatically  over  the  past  several 
years,  and  Japan  may  very  well  be 
close  to  a  cyclical  low  in  both  its  rate 
structure  and  its  economy.  Further- 
more, even  if  the  next  dosage  of  fiscal 
and  monetary  stimulus  proves  to  be 
insufficient,  the  enormous  trade  sur- 
plus creates  a  steady  demand  for  yen, 
as  foreign  sales  are  translated  back 
into  the  domestic  currency. 

One  must  also  consider  that  part  of 
the  perversity  in  foreign  exchange  is 
that  over  relatively  short  periods  of 
time  (e.g.,  three  to  six  months)  there  is 
no  clear  correlation  between  relative 
economic  performance  and  the  rela- 
tive strength  of  the  currency.  Capital 
flows  anticipating  shifts  in  monetary  or 
fiscal  policy,  or  coordinated  govern- 
mental intervention,  are  more  likely  to 
drive  a  currency  higher  or  lower  than 
actual  levels  of  domestic  output. 

The  bottom  line  is  that  I  can't  now 
formulate  a  convincing  argument  for 
either  a  surging  or  collapsing  yen. 
This,  however,  is  not  to  say  that  I 
expect  the  dollar/yen  rate  to  remain 
stable.  In  the  next  few  months  a  major 
move  will  begin.  The  monstrous 
trade,  capital  and  speculative  flows  in 
and  out  of  Japan  will  finally  build  up 
an  overwhelming  tidal  wave  of  pres- 
sure, which  will  yield  a  giant  currency 
shift.  But  I'm  not  yet  ready  to  make  a 
bet  on  the  direction. 

In  the  Nov.  23,  1992  issue  of 
Forbes,  I  recommended  that  my 
readers  sell  at  63  ticks  50%  of  their 
March  66  Aussie  puts,  which  had 
originally  cost  23  ticks.  It  is  time  to 
take  profits  on  the  balance  of  the 
position  at  82  ticks.  ^ 
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Health  insurance  covered  your  surgery.  life 
insurance  protects  your  family.  Car  insurance 
guards  the  old  jalopy.  Your  homeowner's  policy  I  j 
even  protects  the  ciiair  you're  sitting  in.  fc 

AU  you  can  lose  is  the  nest  e^  tmt  lets  you 
sit  there. 


Can  you  insure  your  nest  egg?  Absolutely  Next  time  you  buy  municipal  bonds,  make 
sure  they  come  with  MBIA  insurance.  Whatever  may  happen  to  the  city  or  state  that 
issued  your  bonds — your  checks  keep  coming  Both  Moody's  and  Standard  &  Poor's  give 
their  highest  rating,  Triple-A,  to  bonds  that  we  insure. 

Our  protection  is  very  reasonable.  For  the  average  $1,000  bond,  you  give  up  less  than 
five  dollars  in  interest  income  per  year  Speak  with  your  financial  advisor  Find  out  how 
MBIA  can  help  to  make  your  investments  even  safer  than  your  easy  chair 

Municipal  Bond  Investors  Assurance  Corporation,  113  King  Street,  Armonk,  New  York  10504 
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Invacare's  Mai  Mixon  plotted  his  chief  competitor's 
downfall  with  the  precision  of  a  military  campaign. 

Wheel-to-wheel 
combat 


By  Christopher  Palmeri 

The  fiercest  competition  in  the 
$1.3-billion-a-year  market  for  home 
health  care  equipment — beds,  com- 
modes, walkers  and  the  like — is  for 
wheelchairs.  So  far,  Elyria,  Ohio- 
based  Invacare  Corp.  is  winning  most 
of  the  battles. 

Invacare.^  Fourteen  years  ago  it  was 
a  tiny  division  of  giant  Johnson  & 
Johnson,  and  going  nowhere  fast. 
Then  a  J&J  manager  named  Malachi 
(Mai)  Mixon  and  a  group  of  investors 
did  a  leveraged  buyout,  paying  $8 
million  for  Invacare,  which  was  then 
doing  less  than  $20  million  in  sales. 


Last  year  Invacare  earned  an  estimat- 
ed $17  million  ($1.25  a  share)  on 
sales  of  $308  million,  according  to 
Baird  &  Co.  analyst  Peter  Emch. 
Mixon,  now  Invacare's  chairman,  and 
his  partners  took  the  company  public 
in  1984.  With  the  stock  recently  at 
$24  a  share,  Mixon's  8%  stake  is  worth 
nearly  $25  million. 

Mixon,  52,  detected  weakness  in 
Invacare's  chief  competitor.  Everest 
&  Jennings  International  had  over 
80%  of  the  wheelchair  market,  but, 
says  Mixon:  "They  were  arrogant  and 
had  lost  touch  with  the  customer." 


Before  earning  a  degree  from  Har- 
vard's business  school,  Mixon  served 
in  Vietnam  as  an  artillery  officer  in  the 
U.S.  Marine  Corps.  He  plotted  E&j's 
downfall  as  if  planning  an  artiller\' 
strike  on  a  massed  North  Vietnamese 
division.  First,  he  stockpiled  ammuni- 
tion, strengthening  Invacare's  distri- 
bution network,  so  that  the  nation's 
6,000  independent  home  health  care 
dealers  could  easily  get  his  product. 
Mixon  offered  the  dealers  prepaid 
freight,  48 -hour  deliver)',  cheap  fi- 
nancing, money  for  cooperative  ad- 
vertising, and  volume  discounts. 

In  1982  Invacare  introduced  a  new 
product:  a  motorized  wheelchair  with 
the  industry's  first  computerized  con- 
trols. Invacare's  controls  could  be 
easily  adapted  to  the  specific  needs  of 
the  severely  disabled.  At  more  than 
$3,500  per  chair  (paid  almost  entirely 
by  health  insurance  plans),  it  is  still  the 
industry  standard. 

Everest  &  Jennings  fought  back  by 
cutting  prices.  But  lean  production 
techniques  helped  Invacare  match  the 
cuts.  Many  of  Invacare's  standard 
chairs  are  now  produced  in  a  low-cost 
maquiladora  plant  in  Mexico.  Today 
E&J  has  about  20%  of  wheelchair  sales 


?   Invacare  s 

;;.   Mai  Mixon 

Commanding  the 
wheelchair  wars. 
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Deluxe  high-rise  office 
space,  going  fast. 


The  L^arjet  60  provides  a  spacious  office  with  a  panoramic  view  of  the  business  world  below. 

Powering  this  airborne  executive  suite  are  new-generation  Pratt  &  Whitney  Canada  PW305  engines.  They 
provide  the  thrust  to  operate  from  smaller  airports  closer  to  business.  And  link  transcontinental  destinations 
with  the  highest  cruising  speeds.  The  upwardly  mobile  Learjet  60  climbs  quickly  above  the  weather  where 
comfort  and  operating  efficiency  are  greatest.  Its  quiet,  stand-up  cabin  and  many  office  amenities  make  the 
Learjet  60  the  most  productive  working  environment  you'll  find  anywhere. 

However  you  compare  the  Learjet  60,  it  is  an  exceptional  value  in 
high-rise  office  space.  For  details,  call  Ted  Farid,  Vice  President  Domestic 
Marketing,  at  (316)  946-2450.  Nothing  else  comes  close: 


BOMBARDIER 


Learjet 


01992  Learjet  Inc. 
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□  he  company  that  helped  cany  them  to  your 
home.  From  NFL,  NBA  and  NHL  coverage  to 
the  World  Series  and  NCAA  Final  Four,  WilTel's 
nationwide  fiber-optic  network  carries  TV  feeds  for 
up  to  35  live  events  every  day 

Ifyou  need  a  leading 
carrier,  call  our  number. 

WILTEL  TURNS  UP  EVERVWHERL 

Total  Business  Communications  and  OuLscmrcing  /I-  800-364-5113 
One  of  the  WHliams  Companies  JF  *  ©1993  WilTel 


Invacare 

Quikie  Designs' 
Marilyn  Hamilton 
Making  chairs 
you  can  play 
tennis  in. 


and  the  company  is  in  the  red. 

These  days  Mixon's  toughest  op- 
ponent is  Quikie  Designs,  a  maker  of 
ultralightweight  wheelchairs  that  is 
owned  by  Sunrise  Medical  Inc.  of 
Torrance,  Calif  Quikie  was  co- 
founded  by  Marilyn  Hamilton,  a  bub- 
bly Californian  who  was  paralyzed  in  a 
hang-gliding  accident.  Using  aircraft- 
qualit)'  aluminum  frames,  Hamilton 
cut  her  chair's  weight  from  60  pounds 
to  25  pounds  for  a  hand -powered 
chair,  and  made  it  available  in  jazzy 
colors.  Sunrise,  the  parent  company, 
promotes  Quikie  chairs  to  active  users 
by  sponsoring  Team  Quikie,  wheel 
chair  athletes  who  compete  in  tennis, 
basketball,  racing  and  skiing  events 
for  the  disabled. 

Quikie's  chairs  sell  for  $1,700  and 
up,  versus  $800  for  a  standard  light 
weight  chair.  But  Quikie  has  captured 
60%  of  the  rapidly  growing,  $80 
million-a-year  market  for  ultra 
lightweight  chairs.  And  Quikie  now 
has  its  own  line  of  motorized  chairs. 

Mixon  isn't  about  to  let  Quikie  do 
to  him  what  he  did  to  FAcrest  i<c 
Jennings.    He    developed    his    own 
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ultralightweight  Action  chair,  and  be- 
gan marketing  it  widi  a  sense  of  hu- 
mor. "Why  settle  for  a  Quikie?"  jokes 
one  of  Invacare's  promotional  but- 
tons, "Get  real  Action!" 

Mixon's  strategic  advantage:  Inva- 
care's heavy  dealer  orientation.  Un- 
like most  medical  products,  w^heel- 
chair  purchases  are  influenced  less  by 
a  doctor's  recommendation  than  by 
test  drives  with  a  dealer  and  a  physical 
therapist.  Mixon  has  added  crutches, 
oxygen  concentrators  and  other 
home  health  care  products  to  Inva- 
care's line.  Because  dealers  get  vol- 
ume discounts  on  everything  Invacare 
makes,  the  new  products  are  a  power- 
fiil  incentive^for  dealers  to  push  Inva- 
care's high-margin  wheelchairs. 

Recentiy  the  battle  has  swung  to 
Europe,  where  the  $250-million-a- 
year  wheelchair  market  is  consolidat- 
ing rapidly.  Invacare's  acquisition  this 
past  November  of  a  leading  French 
company  pushed  it  into  the  number 
two  position  in  Europe  behind  Meyra 
GmbH,  a  privately  held  German  firm. 
Promises  Mixon:  "I  don't  like  being 
number  two  in  anything."  ■■ 

Forbes  ■  February  15,  1993 


WHICH  CANMMIE 

CARraEDBOIH 

CONVEItflOliS? 

□  mong  many  older  candidates,  WilTeFwas 
chosen  by  every  major  network  to  cany 
TV  coverage  of  the  1992  Republican  and  Democratic 
Conventions  and  the  national  elections.  The  reason? 
Extraordinary  reliability  of  our  nationwide 
fiber-optic  network. 

And  our  unconventional  thinking. 


WiliaiUMISUPEVERVWHERL 

Total  Business  Qmmmntcations  and  Outsourcing /I- 800-364-51 13 
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Clinton's  Cabinet  may  or  may  not  look  like  America 
but  it  certainly  doesn't  think  like  America. 

The  anointed 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Much  has  been  made  of  the  fact  that 
the  Clinton  Administration's  Cabinet 
"looks  like  America."  Apparently 
looks  count — and  a  quota  isn't  a  quo- 
ta unless  you  call  it  a  quota. 

Where  performance  is  the  criterion, 
seldom  does  that  lead  to  an  even 
"representation"  of  the  various 
groups  in  any  societ^^ 

Basketball  fans  do  not  expect  to  see 
teams  that  "look  like  America."  No 
one  cares  that  the  leading  beer  com- 
panies in  this  country  have  German 
names,  or  that  Asian  Americans  are 
statistically  "over-represented"  in  sci- 
ence and  engineering. 

Wherever  there  is  open  competi- 
tion, this  has  produced  demographi- 
cally  uneven  distributions  of  people  in 
all  sorts  of  endeavors,  in  countries 
around  the  world  and  down  through 
history. 

Commerce  and  finance  in  the  Ot- 
toman Empire  were  dominated  by 
people  who  were  not  Turks,  as  they 
were  dominated  in  medieval  Spain 
by  people  who  were  not  Spaniards, 
and  in  20th  century  Thailand  by 
people  who  were  not  Thais.  Most  of 
the  college  degrees  in  Malaysia  were 
earned  by  people  who  were  not  eth- 
nically Malays — until  quotas  were 
instituted. 

Demographic  representativeness  is 
seldom  achieved  in  a  multi-ethnic 
society  without  quotas,  whether  or 


not  people  are  honest  enough  to  call 
them  quotas. 

Those  of  us  old-fashioned  enough 
to  be  concerned  about  how  people 
think  and  perform,  rather  than  how 
they  look,  will  find  that  the  Clinton 
Administration  Cabinet  does  not 
think  like  America,  and  is  unlikely  to 
act  in  accordance  with  the  values  or 
beliefs  of  most  Americans. 

As  regards  economic  policy,  the 
Clinton  team  is  almost  uniformly  in 
favor  of  a  larger  role  for  government. 
Some  of  them  talk  about  the  defi- 
cit— as  a  prelude  to  asking  for  higher 
taxes — while  others  are  just  bursting 
with  bright  ideas  for  specific  inter- 
ventions in  the  economy.  But  the 
bottom  line  in  both  cases  is  more 
government. 

Those  who  talk  about  the  deficit  are 
oft:en  called  "consen'atives,"  but  in- 
voking the  deficit  to  justify  higher 
taxes  accomplishes  nothing  more 
than  to  channel  a  higher  percentage 
of  the  nation's  resources  through  the 
government.  If  raising  tax  revenues 
would  reduce  the  deficit,  we  would 
have  achieved  a  surplus  years  ago,  for 
tax  revenues  doubled  between  1980 
and  1991. 

The  more  straightforward  advo- 
cates of  activist  government  are  per- 
haps epitomized  by  Robert  Reich, 
selected  by  Clinton  to  be  Secretary 
of  Labor.  Although  the  media  keep 
referring  to  him  as  "Professor" 
Reich  and  an  "economist,"  he  is  in 
fact  neither.  Although  he  has  long 
been  a  fixture  in  the  media,  bub- 
bling over  with  ideas  for  reshaping 
the  economy,  Reich  has  a  law  de- 
gree, and  the  Kennedy  School  has 
never  conferred  on  him  the  title  of 
"professor." 

Among  the  latest  in  the  never-end- 
ing stream  of  bright  ideas  by  Robert 
Reich  are  increases  in  the  minimum 
wage  and  mandating  training  costs  on 
employers,  both  of  which  make  it 
more  expensive  to  hire  low-skill  labor. 


and  can  be  expected  to  make  it  harder 
for  young  people  to  get  a  start  in  the 
labor  force. 

Then  there  is  Laura  Tyson,  a  Berkc 
ley  professor  of  economics,  selected 
to  be  chairman  of  the  Council  of 
Economic  Advisers  in  the  new  Ad- 
ministration. Professor  Tyson  has  a 
long  histor\'  of  favoring  more  govern- 
ment interxention  in  the  economy. 
Just  a  few  years  ago,  she  even  had 
good  things  to  say  about  the  govern- 
ment-controlled economies  of  East- 
ern Europe. 

Conversely,  in  1990,  she  referred 
to  the  "free  market  fi^enzy  in  the 
United  States  during  the  past  de- 
cade." We  need  fear  no  such  fi-enzy 
during  the  Clinton  Administration. 

Professor  Tyson  is  one  of  those 
clever  people  who  can  show  that  the 
real  world  does  not  conform  to  the 
abstract  textbook  models  of  econom- 
ic competition,  and  therefore — here 
is  where  the  leap  beyond  logic  comes 
in — politicians'  decisions  should  re- 
place the  flawed  and  shortsighted  de- 
cisions of  others. 

By  parallel  reasoning,  one  could 
show  that  the  law  of  grasit}'  does  not 
follow  the  abstract  textbook  model, 
whose  scientific  formula  for  the  speed 
of  a  falling  object  leaves  out  air  resis- 
tance. Nor  do  the  chemicals  of  the  real 
world  coincide  with  the  100%  pure 
chemicals  assumed  in  textbook  for- 
mulas for  chemical  reactions. 

But  would  anyone  wave  aside  the 
principles  of  physics  and  chemistry, 
and  say  that  such  things  should  be 
determined  in  Washington? 

Even  within  the  field  of  econom- 
ics, one  could  just  as  easily  have 
started  with  the  proposition  that  the 
decisions  of  government  are  flawed 
and  shortsighted,  and  concluded 
that  therefore  such  decisions  should 
be  replaced  by  the  decisions  of  the 
marketplace. 

There  is  method  in  the  madness  of 
such   people  as   Reich   and    Tyson 
Their  consistent  theme  is  that  people 
like  themselves  should  be  preempt 
ing  the  decisions  of  the  rest  of  us, 
that  the  anointed  should  be  able  to 
experiment    with    the    money,    the 
jobs,  and  the  futures  of  their  fellow 
Americans. 

That  idea  doesn't  sound  like 
America,  no  matter  what  the  ('abiiiet 
looks  like.  ^ 


66 


Forbes  ■  Icbriian'  IS,  \W^ 


Details. 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


■'•  1992  The  Prudential  Real  Estate  Affiliates,  Int  ThePnidential  and  ^  are  registered  service  mar1<s  of 
r  Prudential  Insurance  Company  of  America.  Equal  Housing  Opportunity,  (si  Each  Office  Independently  Owned  and  Operated. 


ThePrudential  l^y 

Real  Estate  Affiliates® 
Rock  solid  in  real  estatef 


It  brings  a 

M  even  h 


Would  you  like  a  very  entertaining  car  that  features  a  140-horsepower  engine,  anti-lock  brakes,  a  driver 


©  1992  American  Honda  Motor  Co..  Inc. 
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p  the  party 

the  party 


M  and  lots  of  space  for  your  stuff?  Here's  your  open  invitation.  The  Accord  EX  Wagon 
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The  unions  are  geared  up  to  ask  Bill  Clinton  to  prevent 
hundreds  of  thousands  of  people  from  working  at  home. 

New  outlaws^ 


By  Jody  Brennan 


Carol  Roberts  knitting  hats  in  her  home  in  Maine 

"I  just  want  the  government  to  leave  me  alone." 


Carol  Roberts,  of  Gorham,  Me., 
works  hard  to  help  support  her  family. 
Married  and  with  three  children, 
Roberts,  43,  works  at  home  knitting 
sweaters,  hats  and  mittens  for  a  dis- 
tributor who  then  sells  the  knitted 
goods  to  retailers.  The  distributor 
provides  Roberts  with  yarn  and  de- 
signs; Roberts  produces  on  a  piece- 
rate  basis  that  in  effect  pays  her  up- 
wards of  SIO  an  hour. 

Roberts'  husband  works  fijll  time  as 
a  parts  inspector  at  a  local  c;tk  Sylvania 
plant,  but  the  couple  can't  make  it  on 
one  salary  alone.  With  one  child  in 
college  and  fat  monthly  mortgage 
payments,  Carol  Roberts'  knitting  in- 
come is  desperately  needed.  But  if  the 
countr\''s  big  labor  unions  have  their 
way,  she  may  lose  her  job. 

Roberts  is  what  the  unions  call  an 
"industrial  homeworker,"  meaning 
she  does  in  her  home  what  could  be 
done  in  a  factory.  The  akl-cio  esti- 
mates   that    there    arc    more    than 


600,000  industrial  homeworkers 
around  the  countr\'.  Most  of  these 
workers  are  women,  and  many  work 
one  way  or  another  in  the  apparel 
industr)'. 

Unions  don't  like  people  like  Carol 
Roberts.  Homeworkers  don't  join 
unions,  and  they  compete  against 
union  labor.  In  1938  Congress  and 
the  Department  of  Labor  banned  in- 
dustrial homework  in  se\en  indus- 
tries: ladies'  garments,  jewelr)',  gloves 
and  mittens,  buttons  and  buckles, 
handkerchiefs,  embroideries  and 
knitted  outerwear.  But  in  the  1980s 
exceptions  were  created  to  allow 
homework  in  all  but  ladies'  garments 
and  some  jewelry." 

With  the  Democrats  back  in  the 
White  House,  the  AH.-cio  is  now 
hoping  to  eliminate  these  exceptions. 
Says  John  Zalusky,  AH.-cio  head  of 
wages  and  industrial  relations, 
"When  the  opportunity'  exists,  we're 
going  to  the  Hill  as  well  as  to  the 


Administration  to  make  sure  the 
[1938]  ban  is  reinstated  [for  the  ex- 
empt businesses]." 

There's  even  been  talk  of  expand- 
ing the  homework  ban  to  ser\'ice  in- 
dustries, where  rapidly  improving 
technologies  are  making  a  daily  com- 
mute to  an  office  unnecessary.  For 
example,  some  data  entr\'  employees 
for  insurance  companies  are  now  set 
up  to  work  from  home. 

Working  at  home  has  obvious 
benefits  beyond  the  merely  monetary 
ones.  Working  mothers  can  spend 
more  time  with  their  children.  Older 
workers  can  supplement  their  Social 
Securit\'  checks. 

In  some  rural  areas,  the  extra  in- 
come from  homework  can  mean  the 
difference  between  holding  on  to  a 
family  farm  and  losing  it. 

The  unions  are  unmoved  by  such 
arguments.  Officials  of  the  Interna- 
tional Ladies'  Garment  Workers' 
Union  insist  that  homeworking  mere- 
ly encourages  exploitation — that  eco- 
nomically desperate  homeworkers  of- 
ten enlist  their  children  to  help  them, 
violating  child  labor  laws  and  creating 
a  stressful  home  environment.  AFL- 
Cio  officials  complain  that  labor  and 
civil  rights  laws  can't  be  enforced  in 
private  homes,  and  that  sexual  harass- 
ment is  more  likely  to  occur.  Such 
assertions  have  little  basis  in  fact  or 
common  sense,  but  they  do  make 
good  headline  copy. 

Neither  Bill  Clinton — nor  his  new 
Secretar\'  of  Labor,  Robert  Reich — 
has  yet  said  how  he'll  lean  on  the 
homework  issue.  But  the  betting  is 
the  union  representatives  will  get  a 
ver\'  sympathetic  hearing.  "This  is  a 
major  issue  for  the  unions,"  says  a 
former  labor  official.  "How  can  Clin- 
ton ignore  them.^" 

Carol  Roberts  fears  the  unions  will 
get  their  way.  As  an  insurance  policy, 
she  is  tr\'ing  to  develop  her  own  knit- 
ting business,  Mirjama  Knits.  When 
she  isn't  knitting  for  the  distributor 
who  buys  her  output,  she  knits  and 
sells  her  own  designs  directly  to  retail- 
ers. If  Roberts  can  get  her  sideline 
business  going,  then  as  a  proprietor 
she  can  work  wherexer  she  wants. 

"I  just  want  the  government  to 
leave  me  alone,"  says  Roberts.  With 
lots  of  government  interxentionists 
taking  up  residence  in  Washington, 
she's  unlikely  to  get  her  wish.         ^ 
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When  your  co-workers  were 
stretcning  tneir  paycnecks  trying 
to  impress  tne  neignnors,  you  were 

into  INVESCOs  Rnancial 
Strategic  lecnnology  Fbrfcrolio. 


And  now  you  don't  n 
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nbors. 


.■■'^- 


n-j^.  "^^.^.^  » 


\/^>yij^''^ 


jijirjflL^^AJC^i 


I  11111111 


1 1  you  think  investing  m 
tomorrow's  tecnnology  is  tne 
rigkt  move  today,  INVESCOs 
Financial  Strategic 'Ecnnology 
Fbrtrolio  wtxxla  lie  a  great  cnoice. 

While  past  perrormance  is 
no  guarantee  or  ruture  results, 
over  the  last  rive  years  the  kind 
returned  25.91%,  versus  15.28% 
ror  the  Dow  Jones  Industrial 
Average  and  15.42%  ror  the 
OTC/NASDAQ  Composite 
Index. 

That's  why  Lipper  ranlsed  it 
as  one  or  the  top  25  mutual  iunds 
ror  the  past  nve  years.  And  why 
Donald  Rowe's  Mutual  Ftmd 
Advisor  recently  listed  it  among 
the  top  20  no-load  kinds. 

The  Financial  Strategic  Tech- 
nology Portrolio  is  one  or  the 
smart  choices  kom  INVESCO, 
investment  advisers  tor  over 
60  years  and  part  or  the 
$60  hillion  INVESCO  glohal 
investment  management 
network.  So  call  ror  more 
inlormation  today. 


Financial  Strategic 
Technology  Portfolio 

Aiiiuialucil  Rcuini  Thrcnish  12/31/92 

One  Year 

18.79% 

Five  Year 

25.91% 

Since  Inception 

16.99% 

INVESCO 
FUNDS  GROUP 

^fc^^^^^  Manager  of  "Rie  Financial  Funds 

Just  one  or  the 
smart  choices  you've  made. 

1-800-525-8085 


■limes  remvestment  of  dividend  and  capital  gain  distributions  for  the  period  indiated.  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate  so  that,  when  redeemed,  an  investor's  shares 
more  or  less  than  their  original  cost.  Lipper  Analytical  Seivices  ranked  the  Fund  #14  of  all  mutual  Rinds  (2,074)  for  total  return  for  the  5-years  ending  12/31/92.  For  the  3-  and  1-year  periods  ending  12/31/92,  the  Fund  ranked  #3  out  of 
,:iial  funds  and  #135  out  of  3,618  total  mutual  funds,  respectively.  Mutual  Fund  Advisor  listing  as  of  10/92.  The  Dow  Jones  Industrial  Average  and  the  OTC/NASDAQ  Composite  Index  are  unmanaged  indices  of  stocks  considered  to  be 
-1  the  stock  market  in  general.  For  more  complete  information,  including  management  fees  and  expenses,  call  or  write  for  a  ftee  prospectus.  Read  it  GirefuUy  before  you  invest  or  send  money.  INVESCO  Funds  Group,  Inc.,  Distributor. 
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Make  Time. 


With  Sonv  Videoconferencing.  \oii  can  do  business  all 
over  the  world.  Face  to  face.  And  arrive  at  decisions  instantly. 

Which  means  you  can  spend  less  time  on  the  road. 

And  a  lot  more  time  at  home.  Call  1-800-551-7173.  ext.22 

to  see  what  Sony  can  do  for  your  business. 

AVisiON  For  Business;' 
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Now  America  will 
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e  our  name  in  liglits. 


Not  just  in  lights.  But  on  appliances  and  t(K)ls. 
Electronics  and  air  conditioners.  Sports  protection 
and  plumbing. 

We  are  the  Canadian  Standards  Association.  For 
almost  75  years,  we've  been  a  world  leader  in  the  field 
of  safety  standards,  certification  and  testing.  And  with 
50?^  of  our  business  outside  of  North  America,  we're 
making  our  mark  on  the  world. 

Now  we  ha^^e  just  received  formal  accredita- 
tion from  the  U.S.  Occupational  Safety  and  Health 
Administration.  And  that  means  our  Rexdale  fiicility 
is  a  Nationally  Recognized  Testing  Laboratory 


(Fei' 


(NRTL)  in  America  in  over  360 
product  categoriesf 

This  new  national  recognition  in  the  U.S.,  coupled 
with  our  existing  partnership  network  in  Europe,  Japan, 
the  Far  East  and  America  will  enable  us  to  offer  you  the 
kind  of  quality,  timeliness  and  cost-effective  service 
that  has  made  us  No.  1  in  our  marketplace. 

It's  a  move  that  not  only  reflects  the  spirit  of  the . 
North  American  Free  Trade  Agreement,  but  talks  to  the 
needs  of  customers  on  both  sides  of  the  border.  And 
worldwide. 

We  think  that's  an  enlightened  way  of  doing  business. 
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bavid  McMurtry  didn't  have  enough  confidence  in  his 
Invention  to  quit  his  job  to  promote  it.  Fortunately  for 
IcMurtry— and  for  Britain— a  co-worker  did. 

lie  reluctant 
ntrepireneuir 


By  Peter  Fuhrman 

Despite  Britain's  well-publicized 
economic  woes,  you  can't  write  off 
the  old  British  lion  yet.  Not  so  long  as 
t  breeds  companies  like  David 
VIcMurtry's  Renishaw  Pic.  From  its 
3ase  in  the  English  Cotswold  village 
of  Wotton-under-Edge,  Renishaw  is 
the  world's  leading  supplier  of  a  mea- 
suring device  that  makes  machine 
tools  accurate  to  within  five-thou- 
sandths of  an  inch  (0.005  inches), 
reliably  and  consistently. 

Renishaw's  product  is  a  stunningly 


simple  device  that  acts  as  the  eyes  and 
fingertips  of  the  tool,  while  getting 
round  the  key  problem  of  metrology, 
the  science  of  measurement.  Usually, 
as  soon  as  an  instrument  touches  the 
object  being  measured,  it  tends  to 
move  it,  even  if  only  minutely,  making 
the  measurement  inaccurate.  Lasers 
often  don't  work  well,  either,  on  a 
machine  shop  floor,  because  cutting 
oils  and  metal  shavings  upset  their 
precision. 

At  the  heart  of  a  Renishaw  device  is 


a  small,  rugged,  ruby-tipped  probe 
that  is  fitted  to  the  cutting  end  of  a 
computer-controlled  machine  tool. 
Customized  software  allows  the 
probe  not  onh'  to  measure  size  to 
microscopic  standards  but  also  to 
check  shape  and  surface  finish  while 
the  part  is  being  machined. 

Prior  to  the  invention  of  the  Reni- 
shaw probe,  in  the  mid-1970s,  a  ma- 
chinist had  to  remove  each  part  from 
the  machine  tool  and  measure  it  on  a 
separate  machine,  shuttling  back  and 
forth  until  the  part  finally  met  the 
specifications. 

David  McMurtr)'  had  his  flash  of 
inspiration  one  weekend.  An  amiable 
52 -year-old  who  still  has  a  faint  lilt 
from  his  native  Ireland,  he  was  then 
deputy  chief  designer  at  Rolls-Royce 
Pic,  the  British  aircraft  engine  maker, 
where  he  started  work  as  a  16-year- 
old  apprentice.  While  working  on  the 
supersonic  engines  used  on  the  Con- 
corde, he  faced  an  awkward  problem. 
Ever}'  time  the  location  of  a  length  of 
tubing  along  the  afterburner  was 
measured,  the  tubing  was  knocked 
very  slightly  out  of  alignment,  harm- 
ing the  engine's  performance. 


David  McMurtry, 
chairman  and 
inventive  force 
of  Renishaw  Pic. 
Winning  Japa- 
nese respect, 
the  hard  way. 
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Renishaw 


,^,^1, 


"I  went  home  and  built  a 
model  of'a  new  npe  of  mea- 
suring deviee  using  some 
old  metal  bits  and  some 
carpet  underlay,"  he  re- 
calls. How  it  works — and 
how  it  a\'oids  moving  the 
part  it  is  measuring — can  be 
seen  in  the  drawing  here. 

In  a  little  over  a  decade, 
Renishaw  probes  have  be- 
come uni\ersally  used  in 
advanced  engineering. 

N'.ASA  uses  one  to  ensure  the 
fit  of  heat  shields  on  the 
space  shuttle.  GM  relies  on 
them  to  guide  the  cutting 
of  key  parts  such  as  engine 
blocks  produced  at  its  Sat- 
urn factor}'. 

"If  \'ou  read  a  Lexus  ad,  it 
stresses  how  quiet  the  en- 
gine is  and  how  tight  the 
doors  fit,"  McMurtr\-  says. 
"This  is  the  result  of  ma- 
chining parts  to  within  \er\' 
low  tolerances,  with  no  slop- 
py fits."  Using  Renishaw 
probes,  needless  to  sa\'. 

He  won  that  respect  the 
hard  way.  Japan  has  eight  of 
the  world's  ten  largest  ma- 
chine tool  companies  and 
did  not  take  easily  to  being 
dependent  on  a  foreigner. 
While  stalling  his  Japanese 
patent  application  for  1 1 
years,  Japanese  companies 
made  and  sold  duplicates  of 
the  Renishaw  probe. 

The  elegant  simplicity'  of  ^^^M 
McMurtr\''s  invention 

made  reverse-engineering  it  all  that 
much  easier.  The  Japanese  apparently 
felt  that  a  litde  British  outfit  would 
have  neither  the  stomach  nor  the 
money  to  fight  patent  cases  in  Japan. 
But  McMurtn,'  had  the  financial  back- 
ing of  his  old  employer,  Rolls-Royce 
Pic;  McMurtr\'  had  granted  Rolls  a 
50%  share  in  his  royalties  in  return  for 
the  big  company's  promise  to  finance 
his  patent  protection. 

With  Rolls-Royce's  support,  Reni- 
shaw spent  more  than  S4  million  in 
outside  legal  fees  to  fight  and  win  12 
major  patent  suits.  Finally  Japanese 
imitators  were  being  forced  to  cease 
making  their  ripoff  models,  and  so 
were  GTE  in  the  U.S.  and  Carl  Zeiss  in 
Germanv. 


By  a  hair's 
breadth 


The  ingenious  Renishaw  probe  is  set  among  three  electronic 
sensors  that  register  the  faintest  contact  v/ith  the  piece  being 
measured,  whether  the  pressure  comes  slightly  sideways  or 
vertically.  Conventional  measuring  instruments  detect  only 
vertical  contact  and,  as  a  result,  tend  to  move  the  workpiece, 
thereby  making  the  measurement  imprecise. 


The  key  legal  decision,  in  1979,  was 
winning  a  U.S.  patent,  thus  prexent- 
ing  Japanese  companies  from  selling 
their  knockofl^'s  in  the  U.S.  market. 
Thus,  for  all  the  respect  the  Japanese 
now  accord  him,  McMurtn,'  remains 
somew  hat  standoflfish  w  here  his  Japa- 
nese customers  are  concerned.  He 
turns  down  the  politest  request  from 
Japanese  customers  to  tour  the  fac- 
tor)'. "Why,"  he  asks,  "should  I  gi\e 
them  any  ideas  about  how  to  compete 
with  us?" 

The  year  Renishaw  won  its  U.S. 
patent,  its  sales  were  just  $1.5  mil- 
lion. As  the  company  won  the  patent 
suits  and  put  its  competitors  out  of 
commission,  revenues  climbed  to 
$43  million  bv  1988  and  $70  million 


last  year.   In    1988   Reni- 
shaw bought  back  Rolls-^ 
Royce's  royalty  participa- 
tion for  S2  million. 

Its  profits  are  strong,] 
too.  The  average  aftiertax] 
profit  margin  in  the  U.S. 
machine  tool  industr\'  is 
under  3%.  Renishaw  makes 
over  14%,  despite  current 
weakness  in  machine  tool 
orders.  The  Renishaw 
probe  is  contributing  to  an- 
other trend,  a  noticeable 
shift  by  users  to  bu)'ing 
cheaper  machine  tools;  ad- 
vanced machine  tools  cost 
around  S50,000  on  aver- 
age toda\',  down  from 
S80,000  five  >'ears  ago.  The 
reason:  Fitting  a  probe  and 
its  control  boxes  makes  the 
performance  of  all  lathes, 
milling  machines  or  drills 
more  or  less  equal. 

Some  of  McMurtr\''s 
original  patents  begin  ex- 
piring in  three  years.  He 
and  Renishaw's  engineers 
continue  to  tinker,  howev- 
er, de\eloping  new  ideas 
and  more  elaborate  ver- 
sions of  the  probe  and  its 
related  black  boxes.  The 
company  has  filed  31  new 
patents  in  the  last  year 
alone.  Renishaw  has  devel- 
oped an  integrated  s\'stem 
using  a  variety'  of  inter- 
changeable probes  and 
sofh\  are  that  can  cost  up  to 
$60,000.  Attach  one  of 
these  to  even  a  standard  machine  tool, 
McMurtr\'  says,  and  a  customer  can 
feed  raw  metal  in  at  night,  and  return 
in  the  morning  to  find  fully  machined, 
quality-inspected  parts. 

Renishaw  has  made  McMurta' 
rich.  His  35%  holding  in  the  Londoji 
Stock  Exchange  issue  has  a  paper 
value  of  $70  million.  The  irony  is  that 
when  he  first  made  his  invention  he 
had  so  little  confidence  in  it  he  stayed 
with  his  job  at  Rolls-Royce  for  two 
more  years  to  finish  up  his  work  on 
the  C^oncorde.  Fortunately,  a  co- 
worker, John  Deer,  was  willing  to 
leave  Rolls-Royce  and  sell  the  probe 
full  time.  Deer  is  now  the  deputy 
chairman  and  owns  17%,  worth  $35 
million.  ^ 
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Protection  from  a 
Different  Perspective* 

A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national 
presence.  Strength  and  stability  with  experience  and 
innovation. 

For  protection  from  a  different  perspective,  get  behind 
the  shield. 


Royal  Insurance 


®    Your  Shield  Against  the  Unexpected. 


>  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 
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Recently,  an  inde- 
pendent research  firm 


compared  the  new 
%m)00*  Nissan  Altima- 


against  the  $26,550**  Thanks  in  part  to        as  accurate  as  its  strato-      mean  in  layman's  ten  tiliind 

Lexus  ES  300  to  deter-      Nissan's  state-of-the-art      spherically  priced  com-  It  means  the  dotfBll'nni 


mine  which  car's  body       robotic  body  assembly 
panels  were  put  to-  system  and  over  3500 


gether  with  a  higher 
level  of  precision. 

The  results  were 
quite  astonishing. 


precisfon  welds,  the 
Altimah  tolerances 
between  body  panels 
proved  to  be  every  bit 


petition's.  In  fact,  the  fit  snugly  the  trunk 

Altima  is  built  with  such  .shuLs  soundly  and  tli 

precision  that  it  had  an  hood  clo-ses  perfec  1 1 

average  gap  difference  It  also  means  the  an 

of  just  .018  inchesf**  m()bilc()flei>»su(  h  si 

What  does  this  tiiral  .soundness  that 


Nissan  Motor  Ccrporalum  U.S.A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  helLs.  *  Manufacturer's  .mggested  retail  price  for  1993  Nivuni  /Mtl 
XE  excluding  taxes,  title,  license,  destination  charges  and  optiims.  **  Manufacturer's  suf^ested  retail  price  for  1992  Lexus  ES  300  excluding  taxes,  title,  license,  destitut^^ 


.J  eaks  and  rattles  are      Nissan  Altima's  cabin       let  nothing  slip  through     tailored  to  offer  re- 
K  ually  nonexistent.        and  you'll  see  that  we     the  cracks. The  seats  markable  support. 

Slide  inside  tJife  have  been  specially      Every  control  has  been 

thoughtfully  placed  to 
assist  the  driver  All 
four  doors  have  been 
triple-sealed  to  help 
it[_j2aiiHiE^ ^HiHiz: SHHE :9H^ keep  out  moisture. 


And  noise  is  so  minimal 
that  at  55  mph,  the 
Nissan  Altima's  cabin  is 
actually  quieter  than  a 
BMW  325i'sf  ** 

But  while  the  AUima 
delivers  total  comfort, 
you  can  rest  assured 
you  won't  fall  asleep  at 
the  wheel.  A  150-horse- 
power  engine  offers 
exemplary  responsive- 
ness, while  its  suspen- 
sion is  yet  another 
Nissan  engineering 
marvel.  On  a  slalom 
course  the  AUima  can 
beat  an  Acura  Legend 
LSedanr* 

Call  us  at  1-800- 
NISSAN-3,ext.604, 
and  find  out  more 
about  our  amazing  new 
car  You'll  discover  that 
an  automobile  that's  put 
together  well  needn't 
put  you  well  into  debt. 

The  New  Nissan 

AUima 

It's  time  to  expect 
more  from  a  can 


1  and  options.  *** Based  on  independent  tests  conducted  by  LSAC.  Body  panel  tolerances  based  on  average  gap  consistency.  Other  claims  certified  by  AMCIfor  1993 
AUima  XE  or  SE  vs.  1992  competitive  vehicles.  Slalom  comparison  based  on  course  completion  time.  Interior  quietness  based  on  decibel  level  at  55  miles  per  hour. 


President  Clinton  complained  about  "quota  games" 
and  "bean  counters"  when  people  criticized  the 
composition  of  his  Cabinet.  Welcome,  Mr.  President, 
to  a  problem  that  you  now  share  with  millions 
of  your  fellow  Americans. 

When  quotas 
replace  ment, 
eveifybody  suffers 


By  Peter  Brimelow  and  Leslie  Spencer 


"Qitota       ^ames .  .  .  math 
games  .  .  .  he  an  counters]" 

President-elect  Bill  Clin- 
ton had  even'  reason  to  lash 
out  at  feminist  groups  at  his 
Dec.  21  news  conference. 
In  fact,  he  had  been  bean- 
counting    busily    himself: 
According    to    widespread 
reports,  some  of  his  original 
Cabinet  picks  were  bumped  because 
they  were  the  wrong  sex  or  race,  key 
constituencies  like  urban  Catholics 
and  supporters  of  Israel  have  been 
crowded  out,  and  his  entire  appoint- 
ment   process    has    been    seriously 
slowed.  But  now  mindless  feminist 
pressure  was  forcing  him  to  admit  the 
ultimate  contradiction  of  all  such  af- 
firmative action  policies:  "Diversity" 
can  conflict  with  merit. 

Above  all,  the  President  must  know 
the  issue  is  death  for  the  Democrats: 
His  own  pollster,  Stanley  Greenberg, 
conducted  the  post- 1984  focus 
group  interviews  that  found  opposi- 
tion to  quotas  was  key  to  the  defec- 
tion of  white  working-class  voters. 
(The  part)'  promptly  suppressed 
Greenberg's  report  and  now  uses  only 
happy-talk  such  as  "looking  like 
America."  But  a  quota  by  any  other 
name  is  still  a  quota.) 

If  quotas  are  clogging  the  Clinton 
transition,  what  are  they  doing  to  the 
economy.'  The  subject  went  unmen- 
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tioned,  needless  to  say,  at 
Clinton's  t%vo-day  eco- 
nomic summit  in  Little 
Rock.  In  fact,  it  has  gone 
^«  \'irtually  undiscussed 

^•^^  throughout    the    quarter- 

^  I  centur)' of  bureaucratic  and 
i  judicial  decrees  that  have 
':^^  I  effectivelv  transformed  the 
^  '  color-blind  1964  Civil 
Rights  Act  into  a  per\'asive  quota 
system. 

Ironically,  just  as  socialism  has  col- 
lapsed across  the  globe,  the  leading 
capitalist  power  has  adopted  a  pecu- 
liarly American  neosocialism,  putting 
politics  (and  lawyers)  in  command  of 
its  workplace,  albeit  on  the  pretext  of 
equit)'  rather  than  efficiency.  Says  Ed- 
ward Potter  of  the  Washington,  D.C.- 
based  Employment  Policy  Founda- 
tion: "We  have,  without  doubt,  the 
most  far-reaching  equal  employment 
laws  found  anywhere  in  the  world." 

Before  applauding  Potter's  sweep- 
ing statement,  stop  for  a  minute  and 
ponder  this  question:  What  does  the 
replacement  of  merit  with  quotas  cost 
the  American  people?  The  answer  is: 
plent)'.  The  impact  may  easily  have 
already  depressed  gnp  by  a  staggering 
four  percentage  points — about  as 
much  as  we  spend  on  the  entire  public 
school  system. 

Quotas  arc  not  the  law  of  the  land, 
exactly.  They  are  explicitly  banned  in 


Gary  Becker,  1992 
Nobel  laureate  in  eco- 
nomics, University 
of  Chicago 
"Competition 
forces  people  to 
face  costs,  and 
therefore  reduce 
the  amount  of 
discrimination 
when  compared 
with  monopolistic 
situations." 


both  the  1964  and  1991  Civil  Rights    '"'^ 
Acts.  Nevertheless,  corporate  Ameri 
ca  has  been  terrorized  by  the  legal    jjgcr 
legerdemain  whereby  any  statistical     "^ 
disparit}'    between    work    force    and 
population  is  equated  with  intention 
al  discrimination.  Throughout  Amcr 
ican  business,  newly  entrenched  aflir 
mative  action  bureaucrats  are  enforc 
ing  discrimination  by  race  and  sex — in 
favor    of   the    "protected    classes" 
(women,  minorities  and,  most  recent 
ly,    the    disabled) — as    decreed    b\ 

Forbes  ■  February  15,  199.^     ' 


Washington.  ' 

One  such  bureaucrat,  Xerox  Man- 
ager of  Corporate  Employment 
Theodore  Payne,  puts  it  bluntly:  "We 
have  a  process  that  we  call  'balanced 
work  force'  in  Xerox,  ever^^body  un- 
derstands that,  and  it's  measurable, 
it's  goals.  .  .  .  Relative  numbers.  Rela- 
tive numbers.  That's  the  hard  business, 
that's  what  most  people  don't  like  to 
deal  with,  but  we  do  that  all  the  time. " 

"Balanced  work  force"  is,  of 
course,  yet  another  euphemism  for 
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quotas.  Payne  is  apparently  saying 
that  Xerox  discriminates  against  white 
males  in  favor  of  the  "protected  class- 
es." He  says  it  without  apolog)'.  But, 
if  anyone  cares,  white  males  have  feel- 
ings (and  families  to  support),  too. 

"To  cut  whites  out  of  the  entire 
process  is  racism  pure  and  simple," 
laments  a  white  male  reporter  for  the 
San  Antonio  Light,  which  is  due  to 
close  down  any  day.  He  says  Gannett 
and  other  major  news  organizations 
are  showing  interest  in  his  Hispanic 


colleagues  exclusively.  But  he  adds: 
"I  don't  want  to  be  quoted.  I'll  never 
find  another  job  if  I  am." 

In  a  blistering  1987  article  in  Society 
magazine,  the  late  Professor  William 
Beer  of  Brooldyn  College  described 
his  fellow  social  scientists'  attitude  to 
affirmative  action  as  one  of  "resolute 
ignorance."  Forbes'  search  of  aca- 
demic journals  and  Ph.D.  theses  con- 
firms that  ignorance  has  remained 
resolute.  What  little  work  has  been 
done  tends  to  focus  only  on  whether 
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DIRECT  COSTS 


$17  to  20  billion 


COST  OF 
REGULATION 


COMPLIANCE 
COSTS 


)  Areas  where 
data  were 
insufficient 
to  mal(e 
estimates. 


Equal 
Employment 
Opportunity 
Commission 
$202  million 


Office  of 

Federal 

Contract 

Compliance 

$53  million 


Department 

of  Education 

$48  million 


Other 

federal 

agencies 

$122  million 


State 

and  local 

agencies 

$120  million 


State  and 

Education 

Private 

Federal 

local 

(schools  and 

sector 

government 

government 

colleges) 

$5  to  8 

• 

$167  million 

$11  billion 

billion 

INDIRECT  COSTS 


$96  billion 


Federal 
government 

^  ($1  billion 
in  set-asides) 


State  and 

local 
government 


Education 

(schools  and  Private 

colleges)  sector 

•  $95  billion 


Total  direct  and  indirect 


OPPORTUNITY  COSTS 


$113  to  116  billion 


$236  billion 


Effect  on 
morale 


Misaiiocation  of 
financial  resources 


Total  1991  GNP  sho 


Direct  dollars  spent  on  "civil  rights"  law  enforcement  and  compliance  is  only  the  tip 
of  the  quota  iceberg.  Below  water,  the  indirect  costs— resources  diverted  from  other 
activities— are  even  larger.  And  this  causes  an  accumulating  GNP  shortfall. 


affirmative  action  policies  have  bene- 
fited the  "protected  classes."  (Have 
they?  For  an  answer,  see  below. ) 

Corporate  America  contributes  to 
this  resolute  ignorance  by  declining 
to  disclose  its  costs.  "Our  members 
would  never  say,"  the  National  Asso- 
ciation of  Manufacturers'  Diane  Gen- 
erous predicted  (rightly).  "They 
would  be  concerned  they  might  be 
accused  of  complaining  about  how 
much  money  they  had  to  spend  on 
this." 

Another  big  business  lobby,  the 
Business  Roundtable,  did  publish  a 
study  by  accountants  Arthur  Ander- 
sen more  than  a  decade  ago  on  how 
much  its  members  spent  to  comply 
with  federal  regulation,  including 
specifically  the  Equal  Employment 
Opportunit)'  Commission  (EEOC). 
But  today  a  Roundtable  spokeswom- 
an says  the  organization  has  no  plans 
to  update  the  study — and  that  it  no 
longer  even  possesses  any  copies. 

Sure,  measuring  the  costs  of  regula- 
tion is  difficult.  But  it  can  be  done. 
For  example,  the  Environmental  Pro- 
tection Agency  is  required  by  execu- 
tive order  to  make  regular  estimates  of 


Its  economic  impact. 

So  here  is  a  rough  but  reasonable 
try  at  figuring  the  cost  of  quotas.  That 
funny  noise  you  hear  from  now  on  is 
economists  gritting  their  teeth.  Our 
response  to  them:  Go  make  your  own 
estimates.  And  remember — the  truth 
shall  set  you  free. 

Two  points  about  quotas  emerge 
immediately: 

Quotas  are  a  very  big  deal.  All  em- 
ployers with  more  than  15  staff,  pub- 
lic, private  or  nonprofit,  come  under 
the  EEOC's  Uniform  Guidelines  on 
Employee  Selection  Procedures.  All 
can  be  sued  by  the  eeoc  for  "dis- 
crimination" if  the  racial,  ethnic  and 
sex  mix  of  new  hires  diverges  suffi- 
ciently from  that  of  all  other  qualified 
applicants — for  example,  if  the  per- 
centage of  blacks  hired  is  lower  than 
the  percentage  of  blacks  applying. 
That  covers  86%  oFthe  entire  nonfarm 
private -sector  work  force. 

Additionally,  more  than  400,000 
corporations  doing  business  with  the 
federal  government,  covering  about 
42%  of  the  private  sector  work  force, 
have  to  file  with  the  Office  of  Federal 
Contract      Compliance      Programs 


(OFCCP).  This  process  is  so  onerous 
that  the  OFCCP's  explanatory  manual 
is  about  700  pages  long.  Corpora- 
tions with  contracts  of  $50,000  or 
more  must  develop  an  "afifirmative 
action  plan"  aimed  at  achieving  staff- 
ing at  all  levels  that  is  proportionate 
to  the  composition  of  the  qualified 
work  force. 

Many  colleges  and  universities  are 
subject  to  no  fewer  than  three  federal 
agencies:  eeoc,  ofccp  and  the  De- 
partment of  Education's  Civil  Rights 
Office.  And  finally,  there  are  federal, 
state  and  local  governments.  Here  a 
racial  and  gender  spoils  system  has 
effectively  subverted  the  merit  hiring 
rules  so  painfully  established  by  Pro- 
gressive Era  reformers  at  the  begin- 
ning of  the  centur)'. 

All  of  which  means  that  the  1984 
poll  that  found  one  in  ten  white  males 
reporting  they  had  lost  a  promotion 
because  of  quotas  was  quite  possibly 
accurate.  Indeed,  it  could  be  an  un- 
derestimate. Quotas  have  been  imple- 
mented with  extraordinary'  secrecy 
and  deceptiveness,  in  part  because  of 
their  dubious  legal  status. 

"Word  comes  down,  but  it  does 
not  go  out,"  says  Claremont  McKen- 
na  College  sociologist  Frederick 
Lynch,  author  of  the  only  study  on 
the  impact  of  quotas  on  white  males. 
Invisible  Victims.  He  cites  a  Los  Ange- 
les manufacturer  whose  receptionist 
was  instructed  to  accept  but  quietly 
shelve  employment  applications  from 
whites  and  Hispanics — after  they  had 
left  the  room — because  the  plant  did 
not  have  "enough"  blacks. 

Typical  of  the  secrecy  and  scale  of 
quotas:  the  "race-norming"  saga. 
EEOC  Vice  Chairman  R.  Gaull  Silber- 
man — a  Reagan  appointee — says  that 
until  she  read  it  in  a  newspaper  in 
1990,  she  and  ee(x;  Chairman  Evan 
Kemp  had  "absolutely  no  idea"  that 
their  own  agency  was  pressing  for 
aptitude  tests  to  be  race-normcd.  This 
bit  of  bureaucrat-speak  refers  to  the 
practice  of  radically  adjusting  scores 
to  compensate  for  minorities'  system- 
atically lower  results.  Yet  race-norm- 
ing had  been  going  on  throughout 
the  1980s.  It  reportedly  subjected  at 
least  16  million  test- takers  to  a  quota 
system  they  knew  nothing  about. 

After  public  outer)',  race-norming 
was  banned  in  the  1991  Civil  Rights 
Act.  But  quotas,  like  vampires,  have 
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FINE  DINING  AND  EXECUTIVE  MEAL  OPTION         PREMIUM  FRENCH  WINES  AND  CHAMPAGNE 


MULTICHANNEL  PERSONAL 
ENTERTAINMENT  SYSTEM 


DIGITAL  ELECTRONIC  CONTROL  UNIT 


38%  MORE  LEGROOM  THAN  REGULAR 
INTERNATIONAL  BUSINESS  CLASS 


STATE-OF-THE-ART  ELECTRONIC 
SLEEPER  SEAT 


ADJUSTABLE  ELECTRONIC  LUMBAR  SUPPORT 


ADJUSTABLE  ELECTRONIC  FOOTREST 
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You  want  First 
Class.  You  deserve 
First  Class.  So  why 
settle  for  regular  Business  Class  on  international  flights?  That's 
why  Continental  created  BusinessFirst'"-the  comfort  and  ser- 
vice of  International  First  Class  at  a  Business  Class  fare. 

We  started  with  a  new  custom-crafted  electronic  sleeper 
seat-the  only  true  Business  Class  sleeper  seat  of  any  major 
airline.  Our  55"  seat  pitch  provides  more  room  than  the  usual 
40"-42"  offered  by  other  major  airlines.  And  our  new 
BusinessFirst  cabin  features  a  spacious  two-abreast  seating  con- 
figuration so  you'll  never  have  more  than  one  neighbor  sitting 
next  to  you. 

Then  enjoy  a  new  multi-channel  personal  entertainment 
system  witn  a  high  resolution  liquia  crystal  display  and  elec- 
tronic stereo  sound,  offering  a  virtually  continuous  selection  of 
movies,  sports,  news  and  music  programs. 

You'll  also  be  treated  to  a  tempting  selection  of  appetizers, 
entrees,  premium  wines,  liquors  and  non-alcoholic  beverages. 


And  our  Executive  Meal  Option  gives  you  the  choice  of  dining 
before  or  after  our  regular  meal  service. 

We've  also  increased  the  number  of  flight  attendants  on 
every  flight.  So  you  will  enjoy  the  same  attentive  service  asso- 
ciated with  International  First  Class. 

BusinessFirst  is  now  being  introduced  on  our  flights  to 
London  and  Paris,  with  Madrid,  Munich  and  Frankfurt  starting 
soon.  And  we're  planning  service  to  the  South  Pacific  and  Tokyo 
in  Spring  1993. 

Call  your  travel  agent  or  Continental  at  1-800-231-0856 
for  more  information. 

And  discover  an  International  Business  Class  that's 
First  Class. 

Continental 

One  Airline  Can  Make  A  Difference.'" 


©  1993  Continental  Airlines,  Inc. 
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PASS  YOUR  MID 


Just  when  you  thought  it  might 
be  time  to  settle  down  and  tum  into 
your  father,  life  comes  knocking 
in  the  breathtaking  form  of 
the  BMW  K75S. 

The  motorcycle  built  on 
the  simple  theory  that  the  only  truly  satisfying  way  to 
approach  a  crossroads  is  while  straddling  500  pounds  of 


aerodynamically  molded  steel. 

TheK75,K75S  and  K75RT 
memories  of  open  roads  and  opt 
'times.  When  there  was  no  anxuM^ 
750cc's  of  pure  power  couldn't  s(; 
Nothing's  changed  except  ttu 
package.This  is  your  life  reflected  in  a  flash  of  chrome.  ' 
chips  dissolve  into  blue  skies.  Just  one  stroke  of  hard  | 


©  1993  BMW  of  North  America.  Inc.  Trie  BMW  trademark  and  logo  are  registered.  "See  your  aultiorized  BMW  dealer  tor  details  about  the  limited  warranty  "For  details,  see  your  Motor  Club  Benedts  Guide.  Some  benefits  not  available  in  all  slates  Services  provdM 


CRISIS  JII 55  MPH. 


le  leaves  the  world  of  dark  suits  and  power  hand- 
;s  behind.  Until  finally,  those  60-hour  weeks  pay  off 
interest  in  the  only  currency  that  counts.  Freedom. 
eel  it  in  the  seductive  power  of  the  liquid  cooled, 
1-3  engine.  As  well  as  in  the  expansive  comfort  and 
uring  stability  of  BMW's  sports  suspension  and  ABS 
!S.  Add  to  this  a  3-year,  unlimited-mileage,  limited 
mty,*  our  automatic  Roadside  Assistance  Plan**  and 


no-cost  riding  school!  and  freedom  has  never  been  so  free. 
Somehow,  things  just  seem  clearer  astride  a  machine 
that  speaks  the  language  of  speed  in  such  civilized  terms. 
The  BMW  K75  series.  Call  800-345-4BMW  to  find  your 
nearest  fountain  of  youth,  also  known  as  your  authorized 
BMW  motorcycle  dealer.  It's  a  guarantee  that 
the  only  thing  going  fast  in  your  life  won't  be  your 
waist  Or  your  dreams  WORTH  THE  OBSESSION/ 
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(Of  Club,  Inc.  Boston,  MA  02155,  except  in  California  where  services  are  provided  by  Cross  Country  MotorClubofCA,  Inc.  Boston,  MA02155.  Available  on  all  1989  or  later  BMW  motorcycles.  tMSF  riding  schools  may  not  be  available  in  every  city  or  state. 
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Quotas 

proved  virtually  impossible  to  kill. 
Now  they  seem  to  be  rising  from  the 
graxe  in  the  shape  of  a  new  test- 
txvisting  technique  called  "band- 
ing"— concealing  difrerences  in  per- 
formance by  lumping  ranges  of  scores 
together. 

The  second  point  about  quotas: 
Qiiotas  are  very  expensive.  There's 
surprising  denial  about  this.  Universi- 
ty' of  C^iicago  free  market  economist 
Gar\'  Becker,  a  1992  Nobel  laureate, 
wrote  the  standard  analysis,  Tlje  Eco- 
nomics of  Discruninntion  ( 1957).  But 
Becker  recently  shrugged  off  affirma- 
tive action  in  a  Business  Wi?^^  column. 
He  argued  that  although  affirmati\e 
action  "does  hurt  some  individuals,  as 


something  like  what  your  work  is 
worth.  If  you  belong  to  an  unpopular, 
group,  employers  may  pay  you  less. 
But  that  means  that  they  will  make 
more  money  off  \'ou.  Because  you  are 
such  a  profitable  hire,  you  will  come 
into  demand,  and  your  labor  will  be 
bid  up.  This  process  can  only  be  pre- 
\'ented  by  monopoly  or  go\'ernmeiV: 
interxention — both  of  which'  hap- 
pened, for  example,  in  South  Africa 
under  apartheid.  And  now  in  the  U.S. 
under  affirmative  action. 

Talking  to  Forbes,  Becker  is  ver\' 
an.xious  to  stress  that  he  is  not  saying 
discrimination  will  be  completely  com- 
peted  away.  But  there  is  a  tendency  for 
it  to  be  competed  away.  "Competi- 


Theodore  Payne, 
manager  of  corporate 
employment, 
Xerox  Corp. 
"Relative  num- 
bers— that's  what 
most  people 
don't  like  to  deal 
with,  but  we  do  it 
all  the  time." 


it  caters  to  minorities  with  political 
clout,"  it  "probabh'  causes  less  harm 
than  many  other  programs,"  such  as 
farm  supports. 

Strangely,  however,  Becker  tells 
Forbes  that  in  fact  he  has  no  idea 
what  quotas  cost  ("I  think  it's  an 
important  subject  for  research").  But 
we  do  know  w  hat  farm  supports  cost: 
about  S9.7  billion  in  1992,  which  is 
substantially  lower  than  our  estimate 
of  S16  billion  to  S19  billion  for  pri- 
vate-sector and  education  compliance 
costs  alone  (seep.  82). 

Nexertheless,  Becker's  anah'sis  of 
discrimination  remains  the  best 
framework  for  assessing  the  economic 
impact  of  quotas: 

In  a  free  market,  Becker  argued, 
there  is  an  inexorable  tendency  for 
ever\'one  to  receive  the  marginal  \  alue 
of  his  or  her  labor.  This  means  that 
ultimately,  you  are  likeh'  to  be  paid 
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tion  forces  people  to  face  the  co.sts, 
and  therefore  reduces  the  amount  of 
discrimination,  w  hen  compared  with 
a  monopolistic  or  noncompetiti\e  sit- 
uation," Becker  says. 

If  you  beliexe  that  racism  stalks 
America  like  the  Angel  of  Death  and 
that  only  federal  force  can  keep  it  in 
check,  you  won't  like  what  Becker  is 
saying.  But  the  evidence  clearly  sup- 
ports him. 

"Once  adjustments  are  made  for 
factors  like  age,  education  and  experi- 
ence, 70%  to  85%  of  the  obser\ed 
differences  in  income  and  emplox- 
ment  betxveen  the  various  groups  in 
America  disappears,"  says  economist 
Howard  R.  Bloch  of  George  Mason 
Universit)'.  "That's  been  shown  by 
studies  dating  back  to  the  mid-  196()s. 
And  you  can't  e\en  be  sure  that  the 
residual  gap  is  due  to  discrimination. 
It  could  be  due  to  factors  we  ha\en't 


controlled  for." 

Indeed,  Han'ard  economist  Rich- 
ard Freeman  found  blacks  and  whites 
with  the  same  backgrounds  and  edu- 
cation had  achie\ed  wage  parity  by 
1 969,  well  before  quotas  had  America 
in  their  grip. 

.Even  the  recent  much-touted  Fed- 
eral Resene  Bank  of  Boston  study 
claiming  to  prove  the  existence  of 
racial  discrimination  in  mortgage 
lending  turns  out  to  have  made  a  basic 
methodological  error  in  its  handling 
of  default  rates  (Forbes, /a;/.  4).  Per- 
haps significantly,  its  coauthor,  Bos- 
ton Fed  Research  Director  Alicia  H. 
Munnell,  was  a  featured  speaker  at  the 
Clinton  economic  summit. 

All  of  which  shows  the  fallacy  of 
t\\o  common  arguments  for  goxern- 
ment-imposed  quotas:  that  they  are 
necessan'  to  force  corporations  to  tap 
new  pools  of  labor,  and  that  corpora- 
tions need  a  dixerse  work  force  to 
serx'ice  an  increasingly  dixerse  popula- 
tion. Both  simply  assume  that  markets 
don't  operate — that  corporations 
couldn't  figure  this  out  themselxes. 

In  fact,  it's  hard  to  see  any  benefits 
contributed  by  c]uotas  to  the  overall 
economy — as  opposed  to  the  benefits 
they  channel  to  the  "protected  class- 
es." ".\ffirmati\e  action  is  a  fairly  pure 
form  of  rent-seeking,"  says  the  Uni- 
xersitx'  of  Arizona's  Gordon  Tullock, 
using  the  concept  he  developed  for 
special  interests'  use  of  political  poxxer 
to  extract  subsidies  for  themselxes 
from  the  economy.  "There  simply 
isn't  anx'  other  economic  rationale." 


"In  1987  hhoc's  local  field  office  wrote 
nie  a  letter  sayinjj  they  bad  reason  to 
believe  I  didn^t  have  enoujjh  women 
'food  servers'  and  intsers.''  No  woman 
had  complained  a£iainst  me.  So  the 
HEOc:  advertised  in  the  local  paper  to  tell  ' 
women  whose  job  applications  we  had 
rejected — or  even  women  who  had  just 
thoujjht  ofapplyinjj — that  they  could  be 
entitled  to  dajuajjes.  TwcJity-scvcn 
women  became  plaintiffs  in  a  lawsuit 
ajjaijist  me.  Tlie  h.Eoc  interviewed  me 
for  hours  to  find  out  what  kind  of 
person  I  was.  I  told  them  in  Sicily  where 
I  came  from  I  learned  to  respect  wom- 
en. I  supplied  them  with  hundreds  of 
pounds  of  paper.  I  had  to  hire  someone 
full  time  for  a  year  just  to  respond  to 
F.toc  demands.  Si.y  months  ajjo  I  finally 
settled.  I  ajjreed  to  pay  Sl.'^dOOO  dam 
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Standard  Equipment. 


With  the  1993  LeSabre, 
safety  isn't  an  afterthought. 
It's  a  quality  designed  in  right 
from  the  start. 


A  driver  air  bag  and 
energy-absorbing  steering 
column  are  standard. 


The  LeSabre  driver 
benefits  from  an  array  of 
accident-avoidance  features 
Standard  anti-locic  brakes 
help  you  avoid  sudden 
trouble.  The  3800  V6 
engine  lets  you 
summon  power  at 


critical  moments.  An 
expansive  laminated 
windshield  helps  you 
see  harm's  way  before 
you're  in  it. 

And  if  an  accident 
proves  unavoidable, 
LeSabre  is  prepared. 
For  maximum  collision 
protection,  you're 
surrounded  by  a  passenger 
safety  cage,  front  and 
rear  crumple  zones, 
steel  side-guard 
door  beams  —  even 
energy-absorbing 

materials  inside  the 
cabin.  A  driver  air  bag 
combined  with  that 


LeSabre's  seattxlts 
fit  federally  approved 
child  safety  seats. 


Anti-lock  brakes  tielp 

you  steer  safely  during  panic  stops. 

features,  the  safety  belt 
system,  is  also  standard. 
Put  it  all  together 
and  you  have  Buick's 
Total  Safety  Systems™ 
The  culmination  of 
Buick's  dedication  to 
your  safety.  The  kind 
of  safety  that's 
designed  in  from  the  start. 

For  more  on  LeSabre  and 
Buick  safety  features,  call 
1-800-4A-BUICK. 


•sPASS-Key® 
anti-theft  system  is  vexing 
would-be  thieves. 


LeSabre 's  safety  features 

help  make  it  an  ideal  family  car      mOSt  vital  Of  Safety 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


"  ®  ©1992  GM  Corp.  All  rights  reserved. 

LeSabre  is  a  registered  trademark  of  GM  Corp. 
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M993  J.P  Morgan  &  Co.  Incorporated 


How  far  back 


does  your  image 


of  a  J.  P.  Morgan 


banker  date? 


Once  upon  a  time,  banking  was  banking.  Today  at  Morgan,  it's  everything  from 
investment  management  to  Generational  Planning  services.  Managed  by  a  private 
banking  advisor  who  works  with  a  team  of  financial  strategists.  Analyzing  global  research 
day  to  day.  Tailoring  creative  opportunities  day  to  day.  Maximizing  your  portfolio's  long- 
term  growth  day  to  day.  Assets  can't  sit  idle.  How  can  a  financial  advisor?  If  you  have 
assets  of  $5  million  or  more,  call  Richard  B.  Jones,  TT^l%yir^^-i«^V^^  w^ 
J.R  Morgan  Cahfornia,  at  (213)  489-9354.  Private  Banking    J  K    iVlfJl  iL  dli 

New  York,  Wilmington,  Del.,  Palm  Beach,  Los  Angeles,  San  Francis' o,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau,  Paris,  Geneva,  Zurich,  Hong  Kong,  Singapore,  Tokyo 


R.  Gaull  Silberman,  vice  chairman,  Equal  Employment  Opportunity  Commission 

Silberman  says  "race-norming"  of  aptitude  tests  was  news  to  her,  although  her  agency  had  been  encouraging  its  use  for  a  decade. 


a0es,  and  as  jobs  open  up,  to  hire  the 
women  on  the  eeoc's  list.  Even  if  they 
don^t  know  what  spaghetti  looks  like!  I 
have  to  advertise  tivice  a  year  even  if  I 
have  no  openin£[s,  just  to  add  possible 
female  employees  to  my  files.  I  also  had 
to  hire  an  EEOC-approved  person  to 
teach  my  staff  how  not  to  discriminate. 
I  employ  12  food  senders  in  these  tivo 
restaurants.  Gross  sales,  around  $2 
million.  How  much  did  it  all  cost  me'< 
Cash  outlay,  about  $400,000. 

What  the £iovernment's  done  to  me — 
devastating.  I  wouldn't  wish  it  on  my 
worst  enemy. " 

— Thomas  Maggiorc, 

Owner  of  Tomaso's  and 

Chianti  restaurants, 

Phoenix,  Ariz. 

Economists  break  the  cost  of  regu- 
lation into  three  parts: 

Direct  Costs:  the  eeoc's  outlay  of 
taxpayers'  money  in  regulating  and 
suing  Thomas  Maggiore,  and  the 
money  he  spends  in  fines,  damages, 
filling  in  forms,  advertising  and  other- 
wise complying  with  eeoc  demands. 


Indirect  Costs:  the  time  and  over- 
head Maggiore  has  to  divert  from 
other  activities  to  argue  with  the 
EEOC,  do  the  continuing  paperwork, 
sit  through  sensitivity'  training,  reor- 
ganize his  workplace  and  his  methods 
of  operating. 

Opportunity  Costs:  what  Maggiore 
might  have  achieved  if  he  had  been 
allowed  to  invest  his  time  and  money 
as  he  wanted;  the  loss  to  the  Phoenix- 
area  economy  if  he  gives  up  and  goes 
back  to  Sicily. 

Remember:  Thomas  Maggiore  is 
precisely  the  kind  of  small  business 
person  the  politicians  claim  they  want 
so  badly  to  help. 

Let's  look  at  some  numbers. 

Direct  Costs.  One  guess  of  private 
sector  compliance  costs  for  affirma- 
tive action:  In  1977  Business  Round- 
table  members  spent  $217  million 
complying  with  equal  opportunity' 
regulations.  They  employed  5%  of  the 
nonfarm  work  force;  OFCCP  regula- 
tions cover  42%  of  the  private  work- 
force, implying  total  costs  of  $1.8 


billion.  Adjusted  for  inflation,  that's  a 
current  $4.2  billion. 

Second  guess:  In  1981  a  study  by 
the  Senate  Labor  &  Human  Re- 
sources Committee  suggested  com- 
pliance costs  for  the  largest  500  com- 
panies of  about  $  1  billion.  That's  $1.8 
billion  extrapolated  over  the  ohcx:p 
universe.  Adjusted  for  inflation:  $2.8 
billion. 

Neither  of  these  figures  includes 
the  EE()c:'s  impact,  although  it  is  by  far 
the  larger  bureaucracy.  But  the  guess- 
timates are  in  line  with  the  rule  Qf 
thumb  developed  by  regulation - 
watchers  from  the  Center  for  the 
Study  of  American  Business  at  Wash- 
ington University'  in  St.  Louis:  pA'ery 
dollar  spent  on  regulator)'  enforce- 
ment inflicts  about  $20  in  compliance 
costs.  By  Forres'  count,  the  federal 
government  spent  some  $425  million 
on  civil  rights  oversight  in  1991,  oi 
which  about  $303  million  appears  to 
be  directed  at  the  private  sector.  Im 
plied  private-sector  compliance  cost: 
$6  billion. 
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^222-TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLEniEE 

HOTELS 

When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 

i 


There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 

Over  the  past  11  years  we've  become  a 
financial  services  company  with  $15  billion  in  assets  under 
management.  We've  grown  by  embracing  the  ageless 
basics  of  common  sense  and  simplicity  and  bringing  them 
into  a  new  age  of  technology  and  management. 

This  has  allowed  us  to  centralize  and  streamline 
operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 
most  cost-effective  means  of  distribution.  And,  allowed  us 
to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 
be  tomorrow. 


@  1993  Conseco.  Irt 
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Quotas 

To  get  an  estimate  of  compliance 
costs  in  colleges  and  universities, 
FoRBKS  turned  to  John  Attarian,  a 
writer  and  economics  Ph.D.  who  has 
analyzed  the  budget  of  his  alma  ma- 
ter, the  University  of  Michigan.  Un- 
der its  "Michigan  Mandate,"  the  uni- 
versity is  devoting  much  effort  to  the 
recruitment  and  retention  of  the 
"protected  classes." 

Attarian  says  about  2.5%  of  the 
University  of  Michigan  at  Ann  Ar- 
bor's general  budget  appears  to  be 
devoted  to  this  cause.  This  does  not 
capture  costs  buried  in  department 
budgets,  such  as  for  recruit- 
ment. (Minor  example:  Ad- 
vertising  faculty  posts  in 
special  minority-oriented 
publications  costs  over 
twice  the  usual  rate.)  Still, 
extrapolated  across  the  esti- 
mated $164  billion  spent 
on  U.S.  higher  education  in 
1992,  this  suggests  total 
compliance  costs  of  $4.1 
billion. 

If  the  same  relationship 
holds  true  for  the  $261  bil- 
lion spent  on  public  and 
private  schools  in  1992, 
their  compliance  costs 
would  be  $6.5  billion.  Of 
course,  the  problems  of 
schools  are  different  from 
those  of  colleges.  They  may 
be  worse.  Busing  for  racial 
balance  has  reportedly 
caused  some  school  ciis-  ^^^M 
tricts  to  spend  over  a  quar- 
ter of  their  budgets  on  transportation. 

Quotas  are  just  another  excuse  for 
the  American  academic  establishment 
to  eschew  scholarship  for  social  engi- 
neering. Thus,  a  long  survey  of  "mi- 
norities in  science"  in  the  Nov.  13 
issue  of  Science  magazine  reported 
that  the  National  Science  Founda- 
tion, which  is  supposed  to  be  funding 
research,  has  spent  a  staggering  $1.5 
billion  in  the  last  20  years  on  fostering 
black  scientists.  The  magazine  de- 
scribes the  results  as  "dismal." 

State  and  local  governments  also 
face  compliance  costs — and  they  also 
inflict  them  on  the  private  sector. 
New  York  State,  for  example,  spent 
$10.5  million  complying  with  its  own 
and  federal  laws  last  year,  and  $7.5 
million  on  "civil  rights"  enforce- 
ment. In  1990  state  and  local  govern- 
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ments  spent  some  $835  billion.  Im- 
plied total  expended  on  quota  com- 
pliance and  coercion,  given  New 
York's  rate:  $287  million.  Additional 
private  sector  compliance  costs,  given 
New  York's  enforcement  costs  and 
applying  csab's  20-to-l  rule  of 
thumb:  $2.4  billion. 

Note  that  we  include  no  estimate  of 
what  it  costs  the  federal  government 
to  comply  with  its  own  regulations. 

We  like  to  be  moderate. 

Private-sector  compliance  costs  are 
apparently  much  exacerbated  by  the 
federal  enforcers'  arbitrarv  and  erratic 


EEOC  Chairman  Evan  Kemp 

Bush  appointee,  critic  of  quotas. 


behavior.  Some  rare  case  studies  ap- 
peared in  the  September  1992  issue  of 
the  American  Academy  of  Political  & 
Social  Science's  journal  Annals.  One 
victim  reported  supplying  documents 
nine  times  because  the  ohccp  kept 
losing  them.  Another,  the  National 
Bank  of  Greenwood,  Ind. — $117 
million  assets,  138  staff,  full-  and  part- 
time — was  subject  to  a  grueling  and 
chaotic  two-year  audit,  costing  more 
than  $100,000  and  4,000  staff  hours, 
although  no  complaint  had  apparent- 
ly been  lodged  against  it.  Later  the 
bank  was  audited  twice  more,  again 
apparently  without  any  complaints 
being  lodged.  Typically,  the  India- 
napolis-based Merchants  National 
Corp.,  which  has  meanwhile  taken 
(wer  the  National  Bank  of  Green- 
wood, refused  to  allow  its  officers  to 


talk  about  the  experience. 

Total  direct  costs:  $16.5  billion 
$19.7  billion.  Or  about  $300  p 
family  of  four.  Compare  it  with  th 
$20  billion  of  "infrastructure  spem 
ing"  Clinton  has  promised  to  kic 
start  the  economy.  And  this  is  just  t 
tip  of  the  iceberg. 

Indirect  Costs  are  the  part  of  th 
iceberg  just  under  the  water — easily; 
seen  but  involving  no  direct  cas! 
outlay. 

"It  takes  me  50  extra  hours  t 
make  every  faculty  hire  because  o' 
the  need  to  comply  with  affirmativ 
action  rules,"  says  Profes 
sor  Herbert  London,  for 
merly  Dean  of  New  Yorl 
University's  Gallatin  Divi^ 
sion,  "even  when  I  end  up' 
hiring  the  person  I  wanted 
to  hire  in  the  first  place." 

Naturally,  this  cost  does 
not  appear  as  a  cash  item  in 
NYU's  operating  budget  of} 
$627  million,  excluding 
the  medical  school.  (The 
two-person  affirmative  ac- 
tion office  costs  just 
$172,000— or  about 

$6.50  per  full-time  stu- 
dent— although  a  spokes- 
man tells  FoRBKS  that  over 
a  hundred  people  deal  with 
minority  recruitment  every 
day.)  Nevertheless,  the 
cost  is  real. 

A  measure  of  these  indi- 
rect costs  is  provided  by  the 
single  Ph.D.  thesis  Forbhs 
found  that  investigated  costs,  by  Peter' 
Griffin,  now  assistant  professor  at  Cal- 
ifornia State  University  at  Long; 
Beach.  Grifihi's  rarefied  econometric 
analysis  concluded  that  by  1980, 
OKCCP  regulation  had  increased  feder- 
al contractors'  labor  and  capital  costs 
by  an  average  of  6.5%.  (As  compared 
with  noncontractors — although  actu- 
ally their  costs  would  also  have  been 
increased  by  HKOc:  requirements.) 

The  implications  of  this  are  sub 
stantial.  ofccp  regulation  co\cis 
about  42%  of  the  civilian  work  force. 
The  contractors'  cost  of  labor  alone 
exceeded  $1 .4  trillion.  The  minimum 
cost  of  quotas  to  them,  based  on 
Griffin's  methodology:  about  $95 
billion— L7%  of  ciNP." 

And  the  cost  to  the  federal  taxpayer 
is  heavy.  In  1991,  $211  billion  was 

Forbes  ■  l'obiiiar\'  IS,  199.^ 


( 


I 


NlNCOMPOOR 

j  He  said  he  didniget  the  package  Fd  sent  him.  He  said  I  was  a 
scatter-brained y  spaced-out,  good-for-nothings  totally  reckless, 
untrustworthy^  undependable,  unreliable,  absent-minded 
moron.  So,  I  put  him  on  hold  and   \    \].nK  I  yXy.RlJ 


They  told  me  the  package  was  delivered  at  9:22  a.m.  and  his 
assistant,  Joan,  signed  Jor  it.  He  said  he  meant  ^Nincompoop' 
in  a  good  way.  yy 


When  you  need  to  know  exactly  when 

your  package  arrived  and  exactly  who 

signed  for  it,  send  it  with  Federal  Express. 

Because  only 'Federal  Express  can  tell  you 

where  your  package  is  within  seconds  of 

its  delivery.  Not  days.  Not  hours.  Seconds. 


Our  Most  Important  Package  Is  Yours: 


No  other  company  offers  such  a  sophisti- 
cated tracking  system.  Not  UPS.  Not 
DHL.  Nobody  So  call  800-238-5355  and 
send  your  next  package  with  Federal 
Express.  Or  risk  the  chance  of  reaUy  being 
called  a  nincompoop. 


J 1993  Federal  Express  Corporation 


Quotas 

expended  on  federal  contracts  with 
non- government  entities.  The  addi- 
tional costs  inflicted  by  affirmative 
action  regulation  that  Griffin's  work 
suggests  this  sum  incorporates:  some 
SlS^billion. 

Which  is  on  top  of  the  damage 
inflicted  on  the  taxpayer  by  "set- 
asides,"  the  reserving  of  some  portion 
of  federal  work  entirely  for  contrac- 
tors from  the  "protected  classes." 
About  $10  billion  of  federal  contract 
monies  were  channeled  in  this  way  last 
year.  The  premium  paid  is  not  sup- 
posed to  go  over  10%  (although 
Forbes  has  heard  of  premiums  as  high 
as  25%).  Additional  quota  tax:  per- 
haps $1  billion. 

Ironic  set-aside  fact:  The  law  is 
confused  about  this  t)^pe  of  quota  too. 
In  Richmond  v.  Croson  (1989),  the 
Supreme  Court  ruled  that  many  of  the 
234  state  and  local  government  set- 
aside  programs  were  unconstitution- 
al, unless  actual  discrimination  could 
be  proved.  Local  politicians,  anxious 
to  continue  handing  out  the  pork, 
instantly  created  a  minor  "disparit)' 
studies"  industry  to  make  the  case 
that  discrimination  against  minorities 
was  widespread.  In  a  detailed  account 
in  the  January  1993  issue  of  Public 
Interest  magazine,  Universit)'  of 
Maryland  at  Baltimore  Professor 
George  La  Noue  estimates  that  at 
least  S13  million  of  taxpayers'  money 
had  been  fed  into  this  young  industr)' 
by  June  1992,  with  another  $14  mil- 
lion commissioned  by  the  federal  Ur- 
ban Mass  Transit  Authorit)'  alone. 
Atlanta  spent  $532,000  for  a  1,034- 
page  report  coauthored  by  Ray  Mar- 
shall, the  Carter  Administration's 
Secretary'  of  Labor. 

Expensive."  Well,  proving  discrimi- 
nation is  hard  work.  Most  localities 
have  long  been  legally  required  to 
accept  the  lowest  bid — a  Progressive - 
era  reform  aimed  precisely  at  patron- 
age-hungr)'  politicians.  And,  signifi- 
cantly, cities  like  Atlanta,  which  now 
want  to  claim  they  discriminated, 
have  actually  been  under  black  politi- 
cal control  for  years. 

Even  more  ironic  set-aside  fact: 
This  t)'pe  of  quota  has  created  another 
industr)' — corruption.  A  prime  con- 
tractor can  set  up  his  black  electrician, 
for  instance,  in  "business"  as  a  pur- 
chaser. The  electrician  needn't  have 
credit  or  contacts  with  suppliers.  He 
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just  takes  5%  off  the  top.  One  "native 
American"  contractor  in  Tulsa  re- 
portedly had  blue  eyes  and  an  Irish 
name  but  had  managed  to  join  the 
Cherokee  Nation  of  Oklahoma  on 
the  strength  of  an  alleged  great-great- 
great-great  grandparent. 

These  abuses  can  only  be  checked 
by  more  supervision.  But  piinofit)' 
contractors  have  been  quoted  com- 
plaining the  program  is  too  bureau- 
cratic already. 

Astoundingly  ironic  set-aside  fact: 
According  to  Professor  La  Noue,  over 
one-half  of  the  Small  Business  Ad- 
ministration's set-asides  go  to  groups 
that  are  composed  largely  of  first-  or 
second-generation  immigrants.  He 
suspects  the  same  is  likely  to  be  true 
for    all    set- asides.    In    Washington, 


Fred  Lynch,  Claremont  McKenna  College 
White  males  are  "invisible  victims." 


D.C. — where  an  amazing  90%  of  the 
cit)''s  road  construction  contracts 
have  been  set  aside — one  of  the  larg- 
est beneficiaries  has  been  the  Fort 
Myer  Construction  Corp.,  owned  by 
a  family  of  Portuguese  origin  who 
qualify'  as  Hispanics  because  they  emi- 
grated from  Argentina. 

Absurdly,  all  immifjrants  who  fall 
into  the  '^protected  classes''  qualify  for 
all  U.S.  quota  projjrams.  Which  is  a 
pretty  clear  indication  that  quotas  arc 
not  about  righting  past  wrongs  at  all, 
but  about  asserting  political  power 
over  the  economy. 

A  further  indirect  cost  of  the  affir- 
mative action  system:  litigation.  (You 
thought  massive  regulation  would 
preclude  litigation."  This  is  America!) 

The  number  of  discrimination  suits 
in  federal  courts  is  rising  astronomi- 


cally—by 2,166%  between  1970  and 
1989,  when  some  7,500  were  filed, 
versus  an  increase  of  only  about  125% 
in  the  general  federal  caseload. 

Significantly,  suits  about  discrimi- 
nation in  hiring  used  to  outnumber 
suits  about  firing.  Today  it's  the  n 
verse,  by  a  factor  of  three  or  more.  It'i 
obviously  absurd  to  suppose  the  sam^ 
employer  discriminates  in  firing  bui 
not  in  hiring.  The  civil  rights  frenz; 
has  simply  led  to  a  more  litigious,  ai 
well  as  politicized,  workplace. 

Example:  Alabama  state  law  re 
quired  the  Lamar  Count)'  Board  of 
Education  to  fire  a  black  teacher  after 
she  failed  a  mandator)^  competency 
test  five  times  during  the  three  years 
allowed.  She  alleged  discrimination 
because  the  test  failed  a  dispropor- 
tionate number  of  blacks.  A  judge 
reinstated  her  with  three  years'  back 
salar)'. 

And  it's  going  to  get  much  worse. 
Preliminary'  reports  are  that  since  the 
1991  Civil'  Rights  Act  and  the  1990! 
Americans  With  Disabilities  Act 
(which  few  people  yet  realize  is  also  a 
quota  bill)  filings  have  jumped  some 
30%.  Both  acts  for  the  first  time  allow 
punitive  damages,  an  explicit  incen- 
tive to  contingency-fee  trial  lawyers. 

Opportunity  Costs  are  the  base  of 
the  quota  iceberg,  down  in  the  murki- 
est depths.  Unlike  the  direct  and  indi- 
rect costs  of  regulation,  they  don't 
show  up  in  gnp  statistics.  They  repre- 
sent what  gnp  could  have  been  if  these 
more  tangible  costs  had  been  spent 
differently — for  job-creating  invest 
ment,  say,  or  for  education.  But  these 
indirect  costs  are  the  most  massive  o: 
all.  For  example: 

Havinjjf  the  wi'onjj  people  in  th 
wronpi  jobs.  Corporate  America  seems! 
to  have  resigned  itself  to  quotas  as  yet 
another  tax.  But  they  are  a  peculiarly 
debilitating  sort  of  tax,  levied  not  .on 
the  bottom  line  but  on  eveiy  phase  of 
the  corporation's  activities,  increasing 
inefficiency  throughout.  Most  taxev 
are  a  burden  to  be  shouldered.  This  is 
an  enfeebling  drug. 

That  affirmative  action  quotas  Ic.ul 
to  lowered  standards  is  all  but  guaiaii 
teed  by  the  fact  that  all  standards  aix 
suspect  to  F3qual  Employment  enforc 
ers.  "Many  of  these  people  belic\c 
there  really  is  no  such  thing  as  job 
performance  or  productivity  objec- 
tivelv  defined,  that  it's  reallv  just  a 
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A  luxury  sedan  so  unique, 
its  capable  of  thought. 


The  Mazda  929 


Now  there's  a  luxury  sedan 
'J  that  thinks  like  a  human.  By  using  the  same  kind 
of  processes  that  let  you  make  choices  and  solve 
puzzles,  the  Mazda  929  can 
anticipate  many  things  you 
%i:i:-,'  want  to  do.  And  then  do  them 

for  you.  ^  Drive  up  a  steep  hill,  for 
instance,  and  you'll  find  that  the  929 
cruise  control  maintains  a  steady  speed 
.  without  annoying  and  unwanted  shifts- 
thanks  to  its  advanced  "fuzzy  logic" 


Air  hags  are  staruiard  for  both 
driver  and  front  passenger. 
Abo  standard  is  a  computer- 
controlled  Anti-lock  Brake 
System  to  help  you  keep  con- 
trol during  hard  braking.  And 
that's  a  comforting  thought. 


computer,  an  automotive  first.  Turn  on  the  wind- 
shield wipers  when  it  rains,  and  the  climate  control 
knows  to  automatically  turn  on  just  enough  air 
conditioning  to  dehumidify  the  interior.  Or  park 
in  the  sunlight,  and  an  available  solar-powered  ven- 
tilation system  knows  to  activate  fans  to  help  cool 
the  cabin.  ^  So  while  you'll  certainly 
appreciate  the  929's  V6  power,  its  sculpted 
shape,  and  luxuries  such  as  the  avail- 
able leather  trim,*  what  you  may  like 
most  is  the  way  this  car  thinks. 


Standard  features  include  a  Preferred  Maintenance  Plan,  covering 

all  scheduled  rruxintenance  for  15  months  or  15,00C  miles.  24-hour 

Roadside  Assistance  Program.  And  a  36-month/50,000-mile,  no- 


deductible,  "bumper-to-bumper"  limited  vuarranty.  For  details  on 
these  plans  see  your  dealer  For  a  free  brochure  on  the  929  or  any 
new  Mazda,  call  1-800-639-1000. 


*Seats  upholstered  in  leather  except  for  back  side  of  front  seats,  bottom  cushion  side  panels,  and  other  minor  areas.  ©  1992  Mazda  Motor  of  America,  Inc. 


"A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
luxury  afforded  to  only  the  very  few.  Or,  the 
\fery  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


President  William  H.  Taft  was  one  of  many  who 
enjoyed  a  suite  at  The  Faimiont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis 

As  a  President's  Club  member,  you 
also  receive  deluxe  welcome  gifts,  as  well 
a  special  dining  certificate  and  complimeJ 
overnight  shoeshine.  In  the  moming,  lool 
forward  to  coffee  or  tea,  and  your  choice  ^ 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmoni 

No\%  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
open  doors  at  The  Fairmont.  You  simply 
need  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
you  will  automatically  be  upgraded  to  a  suite, 

when  one  is  available, 

at  no  extra  charge. 

What's  more,  youll  enjoy 
guaranteed  room  availability  whenever  you  make  your  reserva- 
tions at  least  48  hours  in  advance— even  when  a  city  is  sold  out. 
As  well  as  access  to  our  Health  Clubs  and  Business  Centere 


But  that's  not  all.  Because  if  you  belong 

the  American  Airlir 

AAd vantage*  program,  yc 

earn  500  miles  with  every  stay. 

President's  Club  membership  is  comple 

free.  To  enroll,  just  call  1-800-522-3437. 

No  other  hotel  makes  it  so  easy  for  guests  to 

experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same 
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AMERICAS  GRAND  HOTELS.  SINCE  1907 


Chicago 

H65 


Dallas 


New  Orleans 

H19 


San  Francisco 

H65 


San  Jose/Silicon  Vai  l 


President's  Club  benefits  apply  at  the  published  National  Corporate  rate  abo\T,  rack  or  wrekend  rates.  Rales  subjetl  to  availability  Amencan  Airlines  resems  the  right  In  t  hange  the  AAdvantagt-  program  at  an\  tin»e  without  itnt 

American  Airlines  and  AAdvantapr  are  registeml  iraflrmarks  of  Amerit  an  Airlines,  Int 
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Thomas  Maggiore,  restaurant  owner,  Phoenix,  Ariz. 
"I  wouldn't  wish  this  on  my  worst  enemy." 


matter  of  one's  cultural  definition  or 
cultural  orientation,"  says  Frank 
Schmidt,  a  University  of  Iowa  indus- 
trial psychologist.  Increasingly,  they 
have  been  abk  to  impose  this  view  on 
American  business. 

The  civil  rights  revolution  has  also 
virtually  aborted  the  use  of  tests  de- 
vised by  inciustrial  psychologists, 
which  in  the  1950s  promised  to  make 
employee  selection  a  science.  Tests 
came  under  atmck  because  minorities 
typically  scored  lower  on  them.  To- 
day they  are  only  used,  if  at  all,  after 
work- related  validation  studies  that 
can  cost  millions  of  dollars. 


Industrial  psychologists,  however, 
ha\'e  gone  on  believing  in  their  work. 
Schmidt  and  John  Hunter  of  Michi- 
gan State  Universit)^  have  produced 
numerous  studies  showing  that  hiring 
the  able  results  in  enormous  produc- 
tivit)^  increases.  Today,  Hunter  esti- 
mates that  total  U.S.  output  would  be 
about  $150  billion  higher  if  every' 
employer  in  the  country^  were  free  to 
use  tests  and  select  on  merit.  That's 
about  2.5%  of  GN P. 

Effect  on  morale.  Poor  hiring  shows 
up  not  merely  in  poor  decisions  but 
also  in  poor  morale.  Quotas,  like  in- 
come tax  (and  unlike  farm  supports). 


have  an  immediate  and  dramatic  im- 
pact on  incentives. 

Frank  Schmidt  put  it  like  this: 
"■When  the  less  competent  employees 
reach  a  critical  mass,  their  lower  per- 
formance standards  become  the  stan- 
dards of  the  organization."  The  long- 
er-established employees  who  are 
ec]uipped  for  the  job  abandon  their 
old  high  standards  and  conform  to 
the  new,  lower  ones. 

Schmidt  and  Hunter  made  no  esti- 
mate of  the  impact  of  this  phenome- 
non. But  they  have  speculated  that  it 
lay  behind  the  U.S.  productivity'  stall 
of  the  1970s,  as  the  first  effects  of  the 
war  against  testing  were  being  felt. 

Misallocation  of  resources.  Monies 
expended  to  meet  the  costs  of  affirma- 
tive action  cannot  be  spent  on  re- 
search and  development  and  plant 
modernization.  The  effect  of  this  is 
cumulative:  The  growth  path  of  the 
economy  diverges,  permanently  and 
increasingly,  from  its  potential.  Thus 
we  estimate  that  an  extra  $  1 1 3  billion 
in  direct  and  indirect  costs  have  been 
inflicted  on  the  economy  annually 
since  1980.  A  standard  calculation 
converts  this  into  an  estimate  of  GNP 
shortfall  because  of  affirmative  action: 
about  1.5  percentage  points  by  1992. 

GNP  in  1991  was  about  $5.7  tril- 
lion. The  total  shortfall  quotas  may 
already  have  caused  comes  to  some 
4%.  That's  well  over  $225  billion, 
money  that  could  buy  a  lot  of  social 
programs.  Or  finance  a  good  deal  of 
job-creating  investment. 

So  quotas  cost  a  lot.  But  do  they  do 
any  good  at  all? 

Quotas  have  obviously  failed  to  pre- 
vent continuin£i  catastrophe  in  much 
of  black  America.  Prevailing  taboos 
make  this  subject  difficult  to  discuss. 
But  the  distressing  facts  are  powerfijl- 
ly  summarized  in  a  remarkable  new 
book,  Jared  Taylor's  Paved  With  Good 
Intentions:  The  Failure  of  Race  Rela- 
tiojis  in  Contemporary  America  (Car- 
roll &  Graf).  In  1950  only  9%  of  black 
families  were  headed  by  a  single  par- 
ent; in  1965,  28%;  now,  fully  half  In 
1959  only  15%  of  black  births  were 
illegitimate;  in  1992,  66%.  One  in 
four  black  men  in  their  20s  is  either  in 
jail,  on  probation  or  on  parole.  Clear- 
ly, affirmative  action  has  done  noth- 
ing to  reverse  the  dismal  trends. 

Qiiotas  have  not  decisively  improved 
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overall  black  employment.  "Despite  all 
the  controversies  surrounding  affir- 
mative action,"  says  Queens  C^ollege 
Professor  Andrew  Hacker,  a  support- 
er of  c^uotas,  in  his  Lx'stselling  Tn'o 
Nations:  Black  and  White,  Separate, 
Hostile,  Unequal.,  "fewer  blacks  now 
ha\e  steady  jobs  of  any  kind  and  their 
unemployment  rates  have  been  grow- 
ing progressively  worse  relati\'e  to 
those  recordeci  for  whites." 

Qiiotas'  effect  on  black  incomes  ap- 
pears at  best  mixed.  Between  1970 
and  1990  black  median  family  in- 
come, adjusted  for  inflation,  crept 
snail-like  from  S21,151  to  $21,423. 
But  the  proportion  of  black  families 
earning  above  $50,000  jumped 
sharph',  from  about  10%  to  nearly 
15%.  Dragging  down  the  median:  the 
increase  in  black  families  receiving 
below  $15,000,  now  nearly  40%.  So 
quotas  may  have  helped  create  a  black 
middle  class  (although  educated 
blacks  might  have  done  well  anyway; 
after  all,  the  proportion  of  white  high 
income  families  also  rose  in  this  peri- 
od). But  the  black  poor  have  not 
benefited. 

Qtiotas  in  colle^jes  have  not  prevent- 
ed the  £[ap  between  black  and  white 
colle£ie  participation  from  widening  in 
the  1980s.  By  1976  some  22.6%  of 
black  18-to-24-year-olds  enrolled  in 
college,  compared  with  27.1%  of 
whites.  Thereafter  black  participation 
declined,  then  recovered.  In  1990, 
25.4%  blacks  enrolled,  but  meanwhile 
white  participation  had  grown  to 
32.5%. 

And  although  crude  enrollment 
numbers  are  dear  to  the  hearts  of 
college  admissions  oftkers,  they  con- 
ceal tragic  differences  in  attrition.  For 
example,  only  37.5%  of  blacks  enroll- 
ing at  Berkeley  in  1983  had  graduated 
five  years  later,  compared  with  72%  of 
whites.  Critics  argue  that  top  colleges 
burn  out  black  students  by  irresponsi- 
bly recruiting  them  to  All  c]uotas, 
when  they  could  be  successful  at  less 
high-pressure  schools. 

Qjtotas  may  have  improved  the  sta- 
tus of  women — or  they  may  not.  It's 
easiest  to  show  that  women  have 
gained  in  the  last  decades — ironic, 
because  their  plight  was  hardly  as 
serious  as  that  of  blacks,  with  whom 
they  are  now  competing.  Women's 
share  of  professional  degrees  grew 
from  2.7%  in  1960  to  36%  in  1990, 


and  their  average  earnings  as  a  per- 
centage of  men's  has  increased  from 
61%  to  72%  over  the  same  period. 

But  quotas  may  not  be  responsible. 
Female  participation  in  the  work  force 
has  fluctuated  widely  for  generations, 
correlated  with  demographic  factors 
like  marriage  and  fertility'  rates.  For 
example,  the  Hoover  Institution 
economist  (and  Forrks  columnist) 
Thomas  Sowell  has  noted  that  wom- 
en earned  17%  of  Ph.D. sin  1921  but 
only  10%  in  the  early  1960s.  Amaz- 
ingly, as  long  ago  as  1879  women 
constituted  40%  of  all  college  faculty 
and  administrators.  Many  of  these 
colleges  were  women-only,  but  they 
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could  still  be  highly  competitive:  In 
1902  the  proportion  of  women  listed 
in  Who's  Who  was  more  than  double 
that  in  1958. 

This  problem  of  apportioning  cred- 
it bede\'ils  the  whole  quota  debate 
and,  indeed,  the  entire  subject  of 
government-mandated  social  change. 
Looking  back  on  the  1964  ('i\il 
Ilights  Act  and  its  contrcnersial  en- 
forcement, the  American  F^nterprise 
Institute's  Charles  Murray,  author  of 
Losinjj  Ground  and  In  Pursuit,  offers 
this  startling  thought:  "There's  hard- 
ly a  single  outcome — black  voting 
rights,  access  to  public  accommoda- 
tion, employment,  particularly  in 
white-collar  jobs — that  couldn't  ha\'e 
been  predicted  on  the  basis  of  pre- 
1964  trend-lines."  That's  pretty  dev- 
astating.   It   suggests   that   we    have 


spent  trillions  of  dollars  to  create  ar 
outcome  that  would  have  happenec 
ex'en  if  the  go\'ernment  had  don^ 
nothing. 

From    an    economic    standpoint] 
quotas  work  rather  like  an  older  forr 
of  American  neosocialism:  price  anc 
wage  controls.  They  may  seem  tc 
produce  the  desired  result.  But  theyj 
could  equally  well  just  be  simulating! 
it,  or  even  smothering  it. 

Meanwhile,  of  course,  the  econo- 
my suffers. 

It  may  be  that  before  America  can! 
talk  rationally  about  race,  the  genera- 
tion that  remembers  segregation  \\'ill 
ha\e  to  die  off  Aiid  we're  not  talkint 
about  liberals.  FoRl?HS  asked  Gan^ 
Becker,  62,  what  he  thought  would] 
be  the  ideal  public  policy  in  this  area. 

Becker:  I  prefer  to  pass  on  that  one. 
I  have  \iews  on  it,  but  I  don't  want  tc 
talk  about  it  at  this  moment. 

Oh.  Why  not.> 

Becker:  Well,  let  me  just  make  tha^ 
judgment.  1  prefer  not  to. 

Becker's  University  of  Chicago  col- 
league Richard  A.  Epstein,  49,  seems] 
to  be  less  nerxous  about  his  popularity! 
in  the  Faculty  Club.  His  book  Forbid-i 
den  Grounds:  The  Case  Against  Em\ 
ployment  Discriminatiofi  La ))'.v  argues] 
that  the  modern  civil  rights  laws  are| 
flawed  to  their  heart  because  in  negat- 
ing freedom  of  association  they  ha\e 
inexorably  led  to  government  coer- 
cion that  threatens  markets  and,  ulti- 
mately, liberty. 

"At  bottom  are  only  two  purej 
forms  of  legislation —  productive  and! 
redistributive,"  Professor  Fpsteinj 
argues.  "Antidiscrimination  legisla- 
tion is  always  of  the  second  kind.  The' 
form  of  redistribution  is  covert;  it  isJ 
capricious,  it  is  expensive  and  it  isi 
wasteful." 

And  F^pstein  makes  the  key  eco-[ 
nomic  point:  If  we  want  to  subsidi/x'  aj 
"protected  class,"  he  writes,  it  can  beM 
done  more  efticiently  by  just  giving]^ 
grants. 

"I  ha\'e  a  dream,"  Martin  Luthcrl 
King  Jr.  said  30  years  ago,  "that  m\  I 
four  little  children  will  one  day  live  in  a 
nation  where  they  will  not  be  judged] 
by  the  color  of  their  skin,  but  by  the 
content  of  their  character." 

As  bean-counting  has  displaced! 
merit  in  America,  that  day  is  furtheq 
off  than  e\er. 
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Quality  Means  The  World  To  Us."" 
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Time  not  timing.  That's  how  we  MAKE  our 
INVESTMENT  DECISIONS.  While  others  might 
have  an  EYE  for  a  QUICK  RETURN,  55  years 
experience  has  taught  us  that  an  investment 
CONSTANTLY  NURTURED,  and  carefully  steered, 
should  PAY  OFF  HANDSOMELY  in  the  LONG 
RUN.  Something  our  2.4  million  INDIVIDUAL 
INVESTORS  and  over  200  INSTITU- 
TIONAL  CLIENTS    appreciate. 
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Do  you  think  you  can  spot  a  turnaround  candidate? 
Here  are  some  formulas  to  use  in  your  search.        "^ 

The  dog  pound 


• 


By  Robert  Rosenstein 

You  COULD  HAVE  made  a  lot  of  money 
buying  Chn'sler  back  in  1981,  when  it 
was  a  seemingly  hopeless  loser.  Where 
does  one  go  hunting  for  future  Chrys- 
lers? A  computer,  by  itself,  won't  pick 
the  right  stocks,  but  it  can  narrow 
down  the  list  of  turnaround  candi- 
dates to  a  manageable  few.  We've 
used  a  stock  screening  package  to  kick 
out  the  list  below  of  companies  that 
are  losing  money  but  could  stage  a 
comeback  this  year. 

Our  searching  rules  combine  bal- 
ance sheet  items,  earnings  forecasts 
from  Wall  Street  analysts  and  a  price 
ratio  popularized  by  Kenneth  Fisher, 
F01U5HS  columnist  and  Woodside, 
Calif  money  manager. 

Fisher's  favorite  tool  is  the  price/ 
sales  ratio.  To  get  this  number  you 
divide  a  company's  market  value 
(price  of  common  times  shares  out- 
standing) by  its  annual  sales.  Other 
things  being  equal,  you  want  a  stock 
with  a  low  PSR,  on  the  theor)'  that 
profit  margins  of  both  good  compa- 
nies and  bad  companies  tend  to  re- 
gress toward  the  mean.  One,  not  very' 
profitable,   paper  company   may  be 


going  for  0.5  times  rexenues,  another 
for  2  times  revenues.  If  the  first  gets  its 
costs  in  line  and  the  second  attracts 
new  competition,  profits  will  rise  fast- 
er at  the  first. 

Take  sci  Systems,  a  manufacturer 
of  electronics  and  electrical  equip- 
ment. A  year  ago  sci  showed  12- 
month  trailing  earnings  of  7  cents  a 
share  and  traded  as  low  as  6V2.  At  93 
times  earnings,  sci  certainly  seemed 
no  bargain,  but  looked  at  another  wa\' 
it  was  dirt  cheap;  its  market  capitaliza- 
tion was  only  13%  of  its  revenues.  In 
other  words,  it  had  a  PSR  of  1 3  cents 
on  the  sales  dollar,  while  the  average 
PSR  for  its  industry'  group  was  60  cents 
on  the  dollar.  Ken  Fisher's  hunch  that 
cost-cutting  would  eventually  kick 
more  revenue  to  sc:rs  bottom  line  was 
correct,  sci's  12-month  earnings  rose 


to  30  cents  a  share,  causing  the  stock 
to  triple. 

We  refined  Fisher's  ratio  by  includ- 
ing debt  in  the  price  tag  affixed  to  a 
company.  Thus,  if  the  firm's  share 
valuation,  debt  outstanding  and  sales 
\olume  are  each  $1  billion,  it  really 
costs  $2,  not  $1,  to  buy  $1  of  sales 
rexenue  at  this  firm.  We  call  this  the 
"total  price/sales"  ratio.  All  of  the 
prospects  below  show  a  total  psr  oi 
1.0  or  less. 

Next,  we  compared  the  total  psr  u 
the  a\erage  ratio  for  the  firm's  indus 
tr\'.  The  result  is  shown  as  the  "rela- 
tive psr";  in  all  cases  this  ratio  is  1 .0  or 
less.  Finally,  we  limited  the  list  to 
companies  with  recognized  prospects 
for  a  rally  in  earnings;  all  are  expected 
to  earn  money  in  1993,  according  to 
consensus  earnings  forecasts.  I 


Recovery  candidates 


Company/business 


Crown  Central  Petroleum/petroleum  refining  &  marketing 
Charter  Power  Systems/batteries  &  equip 
El  Chico  Restaurants/Tex-Mex  restaurants 
Summagraphics/scanners,  digital  tablets  and  CAD 
Sunbelt  Nursery/retails  lawn  &  garden  products 
Keithley  Instruments/electronic  test  equip 

Golden  Poultry/poultry  &  meat  processing 

Sheldahl/electronics 

Data  General/computer  file-servers 

Devcon  Intl/land  development  &  contracting 

Gleason/equip  for  gear  manufacturing 

Kulicke  &  Soffa/semiconductor  production  equip 

'Debt  plus  market  value  of  common,  divided  by  sales.    ^  Book  value  excludes  intangible  assets  such  as  patents  and  goodwill. 
Sources:  Institutional  Brokers  Estimate  System  and  Value  Line  via  Lotus  One  Source;  Forbes. 


Recent 

Earnings  per  share 

Estimated 

Price/sales  ratio^ 

Price/ 

Debt/ 

Latest  12 

price 

latest 

1993 

1993 

total 

relative 

book^ 

equity 

mos  sales 

12mos 

estimate 

P/E 

to  industry 

($mil) 

15Va 

$-1.81 

$1.83 

8.3 

0.12 

0.28 

0.49 

22% 

$1,778 

5 

-0.27 

0.50 

10.0 

0.38 

0.44 

0.94 

63 

132 

I3y4 

-0.18 

0.75 

17.7 

0.66 

0.49 

2.49 

5 

90 

6Va 

-0.07 

0.62 

10.1 

0.40 

0.66 

0.95 

17 

77 

evs 

-0.43 

0.50 

12.3 

0,39 

0.68 

1.95 

3 

136 

UVi 

-3.43 

0.92 

13.2 

0.55 

0.69 

2.07 

34 

95 

10% 

-0.04 

0.40 

25.9 

0.46 

0.72 

1.60 

44 

353 

83/8 

0.00 

0.53 

15.8 

0.54 

0.74 

2.23 

73 

82 

11% 

-2.01 

0.33 

34.5 

0.50 

0.81 

0.88 

37 

1,101 

8y2 

-1.41 

0.50 

17.0 

0.72 

0.92 

0.52 

25 

77 

15% 

-0.21 

0.75 

20.5 

0.70 

0.95 

0.74 

24 

151 

8Va 

-1.56 

0.31 

26.6 

0.97 

0.97 

1.68 

69 

95 
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How  do  you  make  a  German  cordial  with 
medicinal  properties  into  a  bestseller 
with  the  college  crowd? 

Meet  the 
Jagerettes 


By  Christopher  Palmeri 

JAGERMEISTER  is  a  reddish-brown 
German  cordial  that  tastes  like  a  mix- 
ture of  root  beer,  black  licorice  and 
Vicks  Formula  44.  Older  Europeans 
have  been  sipping  it — warm,  after 
dinner — since  1935.  Jagermeister's 
alcoholic  content  is  35%,  but  Europe- 
ans drink  it  less  for  the  buzz  than  for 
the  medicinal  value  of  the  drink's  56 
herbs  and  spices. 

That  sure  isn't  what  sells  Jagermeis- 
ter  in  the  U.S.  Witness  the  scene  on  a 


recent  Thursday  night  at  Yak-Zies 
Bar-Grill,  a  watering  hole  popular 
with  singles  on  Chicago's  North  Side. 
Forget  about  medicinal  values.  A 
boisterous  crowd  is  rapidly  downing 
shots  of  ice-cold  Jagermeister,  served 
in  test  tubes  at  $2  each.  Throughout 
the  bar,  six  bubbly  "Jagerettes" — 
lithe  coeds  clad  in  black  bodysuits 
with  plunging  necklines — hand  out 
Jagermeister  T  shirts  and  cowboy 
hats.  Jagermeister  Frisbees  fly. 


Can  all  this  hoopla  really  sell  col 
dials?  It  can  and  it  does.  Last  yea 
Jagermeister  sales  jumped  more  tha 
30%,  to  350,000  cases.  From  almoi 
nothing  in  1980,  Jagermeister  is  no^ 
the  nation's  number  four  importc 
cordial,  behind  Kahlua,  Bailey's  Iris 
Cream  and  Grand  Marnier,  but  ahea 
of  Sambuca  Romana  and  Amaretto  i 
Saronno,  according  to  liquor  industr 
watchers  M.  Shanken  Communica 
tions.  This  year  Jagermeister  is  likeJ 
to  overtake  Grand  Marnier.  Jage^ 
meister's   importer.   New   Rochelld 
N.Y.-based  Sidney  Frank  Importinj 
Co.,  took  in  some  $42  million  las 
year,  80%  of  that  from  distributinj 
Jagermeister. 

Sidney  Frank,  73,  got  his  first  tastJ 
of  Jagermeister  in  a  bar  in  New  Yorl 
Cit)'  in  1974,  a  few  years  after  lea\'in{ 
Schenley  Brands  to  set  up  his  owi 
liquor    importing    and    distribution 
company.   He  visited  Jagermeister'! 
distiller\'  in  Wolfenbiittel,  near  Ham| 
burg,  and  con\inced  the  Mast  familj 
which  owns  the  brand,  to  give  him  tl 
distribution  rights  to  the  southeast! 
em  U.S.  But  the  last  thing  drinkers  ij 


Jagermeister's  Sidney  Frank  and  the  slinky  Jagerettes 

Sophisticated?  No,  but  who  ever  said  college  kids  were  sophisticated? 


108 


Forbes  ■  February  l.S,  I^^^ 


\ 


1 


y* 


A  promise  to  keep  a  lon^  stay  in  tne  nospital  from  Decoming  a  rinancial  injury. 


A  promise  to  make  concern  tor  tneir  loved  ones  ^o  beyond  ''How's  tne  lamily? 


A  promise  tnat  tne  end  or  a  career  won't  ne  tne  end  or  a  comrortanle  litestyle. 


Nothing  binds  us  one  to  tne  otner  like  a  promise  kept.  Notning  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  Tbat  way  all  tbe  lamilies  and  businesses  tbat  rely  on  us  can  keep  tneirs. 


O  1990  Massachusetts  Mutual  Lite  Insurance  Co    Spnnglield  MA  Ollll 


MassMutual^ 

Wfe  nelp  you  keep  your  promises. 
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Over  18  million  people  use  some  version 
of  Lotus*  1-2-3®  every  day.  They  depend  on  it. 
They  trust  it.  They  know  it.  Which  is  why  if 
the/re  moving  from  DOS  to  Windows^"  they're 
moving  to  1-2-3  for  Windows ...  for  some  very 
good  reasons. 

They  knowthat  ohIi/  1-2-3  is 
fully  compatible  with  1-2-3. 

Only  1-2-3  for  Windows  is  able  to  read 
and  execute  every  1-2-3  for  DOS  file,  style  and 
macro.  Which  means  you  can  preserve  your 
full  investment  in  1-2-3  for  DOS  files  when  you 
move  to  1-2-3  for  Windows.  And  only  1-2-3  for 
Windows-with  its  built-in  Classic*  Menu-lets 
you  use  all  your  familiar  1-2-3  commands. 

They  know  that  1-2-3  offers 
the  best  3D  technology. 

Only  1-2-3's  3D  technology  gives  you  easy 
access  to  256  worksheets  and  lets  you  build 
3D  formulas  just  like  you  do  in  2D.  Which 
ultimately  makes  consolidating,  comparing 
and  analyzing  data  much  simpler.  In  compar- 
ison, Excel's  Workbook™  is  a  limited  imitation 
of  true  3D.  And  while  working  in  Group  Mode 
in  Borland's"  Quattrtf^  Pro  for  Windows,  simply 
cutting  a  range  of  data  in  one  sheet  unfortu-  ■ 
nately  means  you'll  delete  the  data  on  every 
sheet.  And  what's  worse,  you  can't  undo  it.  All 
of  which  means  if  the  analytical  power  of  3D 
technology  is  important  to  you,  1-2-3  is  still 
the  best  choice  you  can  make. 


They  knowthat  1-2-3 

for  Windows  now 

includes  the  most 

ashed-for  enhancements. 

The  new  release  of  1-2-3 
for  Wmdows  Release  II  includes  ^ 
a  number  of  performance 
enhancements.  For  example, 
it's  now  the  fastest  Windows 
spreadsheet  for  printing  on 
PostScript*  printers.  And  it's 
also  the  fastest  to  launch. 
We've  also  added  over  25 
innovative  new  features, 
usability  enhancements 
and  GUI  development 
tools.  The  result?  1-2-3 
for  Windows  is  now  more 
powerful  and  easier  to  use 
than  ever  before. 

Theyknowthatl-2-3 

forWindows  ^ 

offersunmatjched 
database  capabilitias. 

It's  true.  If  you're  a  spread- 
sheet user  who  needs  to  access  exter- 
nal databases,  1-2-3  for  Wmdows  remains 
unmatched-particularlyif  you  need  rela- 
tional capabilities.  In  fact.  Corporate 
Computing  (August  1992)  recently  wrote  that 
'far  the  experienced  1-2-3  database  user,  1-24 


In  Canada  call  l-800-GO4X)TUS.  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway.  Cambridge,  MA  02M2,  All  rights  re.served.  Utus,  12  :)  and  l)atal,ons  arr  p 
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/or  Windows  mth  DataLen^'  is  the 
front- end  tool  of  choice" 

They  know  we're  the 

best  company  to  do 

business  with. 

Not  only  do  more  people  prefer 
our  product,  but  according  to 
the  ComputerWorld  Spread- 
sheet Brand  Preference 
Study,  more  people  prefer 
our  company.  And  even 
more  recently  the  Infor- 
mation Technology 
Association  of  America 
announced  that  Lotus 
has  been  awarded  its 
prestigious  Quality  Award 
recognizing  outstanding 
customer  service  and 
customer  satisfaction. 
So  if  you're  staying 
in  DOS  or  moving  to 
Windows  or  still  trying  to 
decide,  remember  one  thing. 
That  people  who  know  spread- 
sheets are  staying  with  1-2-3.  Call 
us  today  for  your  free  demo  disk  at 
1-800-TRADEUI!  ext  7359*  or  visit 
your  Lotus  Authorized  Reseller. 


1-2-3  forWmdows 


Development  Corporation.  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation.  Windows  and  Workbook  are  trademarks  of  Microsoft  Corporation, 
s  a  registered  trademark  of  Adobe  Systems,  Incorporated. 
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the  sweltering  South  wanted  was  a 
warm  Jagermeister.  "I  didn't  know 
how  to  sell  it,"  confesses  Frank. 

Frank's  luck  changed  when  he 
found  a  bar  on  New  Orleans'  Bour- 
bon Street  that  served  up  cold  Jager- 
meister shots,  poured  from  a  bottle 
kept  in  the  freezer.  Wunderbar!  Frank 
told  other  New  Orleans  bars  to  serve 
the  drink  cold,  and  pretty  soon  col- 
lege kids  down  for  the  Sugar  Bowl 
were  taking  bottles  of  Jagermeister 
back  to  school. 

By  1985  Frank  had  acquired  the 
distribution  rights  for  the  rest  of  the 
U.S.  and  was  ready  to  come  back  to 
New  York  City.  Again  he  stumbled. 
An  expensive  ad  campaign  featured  a 
series  of  people  making  silly  faces  and 
proclaiming  silly  reasons  for  liking 
Jagermeister.  Says  Frank:  "People 
told  me  they  saw  the  ads,  but  nobody 
ever  bought  the  stuff" 

So  Frank  fell  back  on  a  well-tested 
lure  for  young,  restless  males:  girls. 

In  1988  Frank  hired  his  first  Jager- 
ette.  He  outfitted  her  in  sexy  clothes 
and  told  her  to  spray  shots  into  peo- 
ple's mouths  with  a  specially  config- 
ured bottle.  The  head  Jagerette  then 
recruited  other  young  women  whom 
she  met  in  bars.  Frank  now  employs 
400  Jagerettes  in  25  states,  who  make 
$25  an  hour  for  three  hours  of  zany 
work  a  night. 

The  Jagerettes  cost  Frank  more 
than  $  1  million  a  year.  Much  of  the 
rest  of  his  $6.5  million  annual  market- 
ing budget  goes  into  promotional 
trinkets  for  Jagermeister  parties  at 
bars — the  Frisbees,  T  shirts  and  pen- 
nants. A  "Jager  Madness"  kit  con- 
tains a  button  with  an  arrow  that  can 
point  to  two  possible  outcomes:  "1 
buy"  and  "you  buy." 

Unsophisticated.^  Yes,  but  whoever 
thought  college  students  sophisticat- 
ed? "The  kids  love  it,"  gloats  Frank. 
And  those  sales  figures  back  him  up. 

This  year  Frank  is  expanding  his 
reach  into  niche  markets:  rock  'n'  roll 
clubs,  black  nightclubs,  gay  bars.  For 
the  latter,  Frank  is  now  hiring  "Jiiger- 
dudes." 

When  asked  how  long  he  thinks  he 
can  keep  up  this  kind  of  razzle-dazzle 
in  the  treacherous  world  of  fad  drinks, 
Frank  turns  somewhat  defensive. 
"Everything  starts  as  a  fad,"  he  snaps. 
"Coca-Cola  was  once  a  fad."  Sidney 
Frank  is  thinking  big.  ^M 
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Aging  baby  boomers  are  dropping  out  of  health  clubs 
and  buying  lots  of  exercise  equipment  to  use  in  the 
privacy  of  their  homes.  So  why  aren't  the  equipment 
makers  making  much  money? 

Fancy  coattacks 


WINTER'S  CHILL  is  in  the  air,  the  was- 
sail has  worn  off,  and  lists  of  New 
Year's  resolutions  stare  grimly  back 
from  the  refrigerator. 

It's  time  to  lose  weight  and  get  fit. 
Which  means  marketers  of  stair 
climbers,  exercise  bikes,  weight  ma- 
chines and  similar  instruments  of  self- 
torture  are  at  the  peak  of  their  frenzy 
to  wrest  an)'\vhere  from  $250  to 
$5,000  from  you  to  counter  the  rav- 
ages of  gravit)'  and  time. 

Sales  of  home  fitness  gear  always 
spike  in  the  first  quarter  of  the  year, 
thanks  mainly  to  all  those  well-mean- 
ing New  Year's  resolutions.  Overall, 
the  home  fitness  market  has  grown 
around  10%  a  year  for  the  past  five 
years,  barely  pausing  for  breath  dur- 
ing the  recession.  Sales  last  year  are 
estimated  to  have  risen  6%,  to  around 
$2.2  billion  at  retail. 

The  growth  has  been  fueled  in  part 
by  a  growing  demographic  phenome- 
non— health  club  dropouts.  These 
are  the  people  who  as  taut- limbed  20- 
and  30-somethings  helped  pump  up 
the  health  club  craze  ten  years  ago. 
Today  they're  older,  busier,  pudgier 
and  richer.  And  less  interested  in  so- 
cializing and  putting  their  bodies  on 
display  at  the  local  health  club. 

"If  you're  40  years  old  and  making 
$250,000  a  year,  you  don't  want  to 
go  to  a  club  and  sweat  next  to  a  22- 
year-old  kid  in  a  bodysuit,"  says 
Jeanne  Hopkins,  director  of  sales  and 
marketing  for  Trotter.  Factor  in  the 
increased  time  demands  from  high- 
powered  jobs  and  young  families,  and 
the  perfect  customer  for  Trotter's 
$3,400-to-$6,000  in-home  tread- 
mills emerges. 

Trotter's  ad  theme:  "For  those 
who  consider  exercise  a  matter  of 
privacy."  Hopkins  says  that  Trotter's 
sales  grew  24%,  to  around  $25  mil- 


An  ad  for  Trotter's  home  treadmills 

No  sweating  next  to  kids  in  bodysuits. 


lion,  last  year. 

Of  the  1 30  or  so  makers  of  home 
exercise  equipment,  roughly  a  third 
have  entered  the  business  within  the 
past  two  years.  One  newcomer,  San 
Diego's  Aerowind  Corp.,  is  beating 
swords  into  stair  climbers.  Aerowind 
is  the  largest  subcontractor  to 
Hughes  Missile  Systems  for  the 
Tomahawk  cruise  missile.  But  3^2 
years  ago  a  dimming  future  for  mili- 
tary' hardware  prompted  Aerowind  to 
get  into  making  stair-climbing  ma-' 
chines,  which  can  be  machined  on 
much  of  the  same  equipment  used  foi 
the  Tomahawk. 

Aerowind  is  selling  a  $1,600  stair 
climbing  unit  for  the  home,  and  .i 
$4,000  model  for  health  clubs  and 
hospitals.  The  big-ticket  model  in 
eludes  a  built-in  television,  vcR  and 
videogame. 

Unfortunately,  the  new  competi 
tion  in  the  home  fitness  market   i< 
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Home  fitness  discovers  advertising. 


Ultimate  fitness— and  Body  t)y  Jake 

Trying  to  stand  out  in  a  crowded  market. 


turning  exercise  equipment  into  a 
commoditA  business,  with  few  com- 
panies making  much  money.  "A  lot  of 
people  look  at  the  demographics  and 
think  there  must  be  a  gold  mine  here, 
but  there  isn't,''  grouses  Curtis  Nel- 
son, director  of  sales  and  marketing 
for  Universal  Gym  Equipment  Inc., 
which  sells  weight-litting  machines 
that  retail  for  between  S2,000  and 
S5,000.  Since  1987,  Unixersal's  gross 
margins  have  slipped  trom  41%  to 
37%.  Aerow  ind  expects  its  fitness  divi- 
sion to  run  at  a  loss  tbr  the  next  couple 
of  years. 

To  distinguish  their  products  from 
the  pack,  the  equipment  makers  are 
beginning  to  spend  big  money  on 


advertising.  Diversified  Products, 
Inc.,  w  hich  makes  a  line  of  less  expen- 
sive (S19.95  and  up),  mass-market 
exercise  machines,  is  spending  S3  mil- 
lion on  consumer  adxertising  this 
year.  Last  year  it  spent  nothing. 

Diversified  Products  has  also 
formed  a  partnership  with  L'sa  Di- 
rect— the  people  w  ho  haw  k  the  ubiq- 
uitous luiceman  juice-making  ma- 
chine on  late-night  television  info- 
mercials — to  sell  its  new  Bod\'  by  Jake 
equipment  line  to  consumers  directly 
via  an  S8.5  million  ad  effort.  The  line 
ties  in  with  Jake  Steinfeld,  a  trainer 
w  ho  parlayed  his  pectorals  into  a  tele- 
vision career. 

But  creatinu  brand  awareness  for 


muscle-building      equipment      isr 
easy,  says  William  Smith,  dp's  direc 
of  marketing.  When  dp  introduce 
Bo  Jackson  signature  line  of  equi 
ment,  it  flopped.  "It  turns  out  Bo  i 
better  spokesman  than  he  is  a  bran 
sa\s  Smith. 

Se\eral  equipment  makers  are  t 
ing  to  differentiate  their  products 
other  w  ay,  through  sleek  design  a 
by  loading  them  up  with  high-te 
gadgetT)'.  For  example,  Vectra  Fitne 
makes  its  weight-training  machin 
w  ith  elegant,  sculpted  steel  columr 
"We    can't    reiment    the    exerc 
equipment,  so  we  tr\-  to  reinvent  tl 
wa\  it  looks,"  says  marketing  directc 
Scott  Logan. 

For  its  Sl,500-a-copy  treadmi 
Di\ersified  Products  looked  into 
censing  the  kind  of  windshield  xid^ 
screen  that  Hughes  Aircraft  uses  in  i 
jet  fighters.  However,  the  added  co 
w  ould  have  made  the  product  \  irtua 
ly  unsalable. 

By  all  accounts,  the  exercise  equij     ^J 
ment  company  that  has  most  succe: 
fijlly   developed    a    brand    name 
Chaska,    Minn. -based    NordicTrac 
(FoRBHS,  Mar.  16,  1992).  A  divisio 
of  CML  Group,  NordicTrack  has  spei 
more  than  SI 00  million  on  advcrti 
ing  since  1988  to  tout  its  compar. 
ti\ely  austere,  unelectrified  exerciv 
machines. 

Sales  for  the  fiscal  year  ended  la 
Julv  31  hit  S267  million,  up  from  S3 
million  in  1988.  "We're  tning  t 
foster  the  impression  that  there 
NordicTrack  and  then  there's  ever^ 
body  else,"  says  President  Jim  Bosti 

But  even  Bostic  seems  to  feel  tl 
exercise  equipment  market  is  rapid 
maturing.  With  the  estimated  S3 
million-plus  it's  spending  this  yea  f 
NordicTrack  is  extending  its  brai 
into  food  with  a  line  of  cookwai 
called  Healthy  Kitchen.  It  is  ah 
opening  fa.st-food  outlets  dubbt 
Healthy  Express. 

Here's  another  factor  that  limi 
the  equipment  makers'  growth  p( 
tential.  By  the  spring  of  e\er\  yea 
many  of  the  machines  the\  sell  carh 
the  year  are  gathering  diisr  or  sen  ii 
as  expensive  coatracks. 

"VVe  sell  a  lot  of  stuff  to  people  w  1 
never  use  it,"  concedes  L'nivcr'- 
Gym's  Nelson.  Nelson  knows  abo 
this.  His  w  ife  uses  his  ow  n  home  g\ 
to  ham;  laundn on.  -J.I 
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The  Bank  of  New  York  offers  a  more  complete 
range  of  processing  and  operating  services  than  any 
other  bank.  Thanks  to  our  proven  commitment  to 
these  businesses  and  innovative  technological  solu- 
tions, there's  virtually  no  need  we  can't  fulfill. 

The  World's  #1  Depositary  Receipt  Bank. 

No  bank  is  better  than  The  Bank  of  New  York  in 
establishing  Depositan/  Receipt  (ADR  and  GDR) 
programs  and  in  helping  non-U.S.  companies  reach 
American  investors.  As  a  result,  we  administer 
over  one-half  of  the  world's  sponsored  Depositan/ 
Receipts. 

America's  #1  Government  Securities  Clearing  Bank. 

The  Bank  of  New  York  clears  over  $400  billion  in 
government  securities  each  day-more  than  40% 
of  all  government  clearing.  That  means  we're  one  of 
the  foremost  providers  of  clearing  sen/ices  to  the 
U.S.  Government  securities  market. 

A  World  Leader  In  Custody. 

The  breadth  of  our  capabilities,  combined  with 
the  global  scope  of  our  operations  and  our  tradition 
of  responsive  service,  has  made  The  Bank  of 
New  York  one  of  the  largest  custodians  in  the  world. 
As  such,  we  have  more  than  $900  billion  of  assets 
in  safekeeping. 

A  World  Leader  In  Securities  Lending. 

The  Bank  of  New  York  offers  the  most 
complete  range  of  securities  lending 
services.  Furthermore,  our  global 
lending  capabilities  are 
supported  by  full-service 
operations  located  in 
major  financial 
centers  abound 
the  world 


Stocklransfer  Agent  And  CorporatelrusteeloThe 
World's  Largest  Companies. 

As  stock  transfer  agent.  The  Bank  of  New  York 
serves  over  6  million  shareholders  around  the  world. 
We  are  also  a  leading  corporate  trustee.  The  fact 
is,  we  act  as  trustee  for  over  half  of  the  50  largest 
companies  in  the  U.S. 

One  Of  America'sTop  Cash  Management  Banks. 

Even/  day  The  Bank  of  New  York  processes  over 
$150  billion  in  funds  transfer  transactions.  We  service 
customers  in  over  70  countnes  and  have  active  rela- 
tionships with  more  than  2,000  correspondent  banks 
around  the  world. 

To  talk  with  someone  at  The  Bank  of  New  York 
about  our  broad  range  of  processing  and  operating 
services,  please  call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Secunties  Processing  services  or 
Donald  Monks 
at  (212)  815-3900 
regarding  our 
Cash  Man- 
agement 
services. 


World  Leader  In  Processing  And  Operating  Services. 


D1993  The  Bank  of  New  York  An  Equal  Opportunity  Lender 


Must  the  river  water  New  Mexico's  Indians  use  in  their 
ceremonies  be  made  potable?  Yes,  says  the  EPA— 
and  the  city  of  Albuquerque  shudders. 

Riparian  extremism 


By  Nina  Munk 

In  December  the  Environmental 
Protection  Agency  opened  another 
Pandora's  box.  The  agency  ruled  that 
under  the  1987  Water  Qualit)'  Act, 
American  Indians  living  on  the  Pueb- 
lo of  Isleta  reservation  have  the  right 
to  demand  that  water  taken  straight 
from  the  Rio  Grande  as  it  passes 
through  the  pueblo's  territory  be 
pure  enough  to  drink. 

The  city  of  Albuquerque  (pop. 
589,131)  has  since  filed  suit,  claiming 
that  the  epa  ruling  is  both  unscientific 
and  arbitrary'.  Albuquerque,  which  is 
about  5  miles  upstream  fi-om  the  Is- 
leta reservation  (pop.  2,915),  would 
have  to  pay  a  horrendous  price  if 
forced  to  comply  with  the  Pueblo's 
demands. 

Trying  to  make  the  ri\'er  water 
drinkable  could  cost  the  cit)'  up  to 
$250  million — nearly  as  much  as  Al- 
buquerque spends  each  year  operat- 
ing its  cit}'  government.  Gene  Leyen- 
decker,  manager  of  the  wastewater 
utility  division  in  Albuquerque's  pub- 
lic works  department,  estimates  that 
such  a  river  cleanup  would  raise  the 
average  water  bill  for  Albuquerque 
households  from  $25  a  month  to  $35. 
And  even  afi:er  spending  all  this  mon- 


ey, there  is  no  certaint)'  that  the  water 
will  be  pure  enough  to  drink. 

The  1987  Water  Quality  Act  was 
sponsored  by  then  Representative 
James  Howard  (D-N.J.).  Ronald 
Reagan  vetoed  the  bill,  saying  that  it 
was  "loaded  with  waste  and  larded 
with  pork."  It  was,  but  then  who 
could  argue  against  the  sacred  cause 
of  clean  water?  Congress  easily  over- 
rode the  veto. 

Embodied  in  the  law's  fine  print  is  a 
little-noted  provision  that  gives 
American  Indian  tribes  the  same 
rights  to  adopt  water-qualit)'  stan- 
dards as  a  state  enjoys.  Thus  New 
Mexico  can  adopt  one  standard,  and 
the  state's  Indian  reser\'ations  can 
adopt  a  higher  standard  if  it  pleases 
them  to  do  so. 

That's  just  what  the  Isleta  Pueblo 
did — abetted  by  Albuquerque  lawyer 
Lamar  Parrish.  Then,  late  last  month, 
the  EPA  agreed  that  a  second  reserxa- 
tion,  the  Pueblo  of  Sandia  (pop. 
3,971),  just  upstream  from  Albu- 
querque (see  map),  has  the  right  to  set 
its  own  water  standards,  too.  A  third 
reservation,  the  Pueblo  of  San  Juan, 
has  also  demanded  the  right,  and  will 
probably  get  it. 


s  Three  Pueblo 
I  reservations  and 
I  the  river  they 
I  seek  to  clean  up 

Q 

I  Making  the  river 
water  drinkable 
could  cost  Albu- 
querque up  to 
$250  million. 


Nobody  claims  that  any  of  thd 
Pueblos  lacks  sufficient  potable  waterj 
But  this  isn't  about  needs;  it  is  aboi 
"rights."  Lamar  Parrish,  the  lawyel 
who  represents  all  three  reservations] 
claims  his  clients  need  potable  rive 
water  for,  among  other  things,  cere] 
monial  use. 

"What  we're  facing  is  the  possibilij 
t>'  of  having  dozens  of  diflferent  water! 
qualit}'  standards  in  this  state,"  say 
Ronald  Curry,  deputy  secretar)'  fol 
New  Mexico's  environment  depart! 
ment.  "It  could  be  chaos."  Says  Albul 
querque's  Gene  Leyendeckcr| 
"We're  all  kind  of  baffled." 

Among  those  especially  baffled  arJ 
business  people.  Companies  that  apl 
ply  for  state-  and  EPA-approved  perl 
mits  to  discharge  waste  could  be  rc[ 
quired  to  seek  Pueblo  approval,  anc 
be  held  to  ransom  for  it. 

Even  the  epa  bureaucrats  sounc 
worried.  "The  intent  of  the  Watel 
Qualit)'  Act  was  not  to  make  ever 
waterway  drinkable,"  says  epa  spokesl 
man  David  Bar}'.  "You  have  to  b'( 
realistic." 

Not  if  you  speak  in  the  name  o| 
environmentalism  or  Indian   rights 
vou  don't. 
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Yes!  1  would Jike  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Income 
Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FOB93 
1268 


FRANKLIN      DISTRIBUTORS,      INC. 

Member  $90  Billion  FranklinA'empleton  Group  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

t  Yield  is  based  on  earnings  of  the  fund's  portfolio  during  the  30  days  ended  11/30/92,  and  reflects  a  sales  charge. 

tf  Returns  for  the  period  ended  9/30/92  include  the  maximum  4%  initial  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering 

price  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  willfluctuate  so  that  your  shares,  when  redeemed,  may  be 

worth  more  or  less  than  their  original  cost.  Past  performance  cannot  guarantee  future  results. 

'High  returns  from  lower-rated  securities  are,  in  part,  the  result  of  lower  market  prices,  reflecting  the  higher  risks  associated  with  these 

securities. 


A  few  years  ago  it  seemed  that  Arrow  Electronics' 
Steve  Kaufman  had  no  choice  but  to  retrench, 
but  his  gut  told  him  to  do  otherwise. 

"I  am  a 
growth  gv^y" 


By  Norm  Alster 

When  running  a  business  it  some- 
times pays  to  forge  ahead  no  matter 
how  bad  things  look.  Stephen  Kauf- 
man tooic  that  risk.  Looking  back,  it 
was  exactly  the  right  thing  to  do. 

Kaufman,  51,  is  chief  executive  of 
Melville,  N.Y.-based  Arrow  Electron- 
ics, Inc.,  the  $1.6  billion  (estimated 
1992  sales)  distributor  of  semicon- 
ductors and  other  computer  parts.  In 
1987  Arrow  was  in  trouble.  Still  hurt- 
ing from  a  tragic  hotel  fire  in  1980 
that  killed  several  of  its  top  managers, 
the  company  was  limping  through  its 
third  consecutive  year  of  hea\y  losses. 
Its  debt — much  of  it  at  rates  as  high  as 
15% — weighed  in  at  twice  its  equity'. 
"In  this  industry,"  says  Kaufman, 
"no  one  had  ever  taken  on  more  debt 


than  equity." 

Kaufman  figured  he  had  two' 
choices.  The  obvious  one:  shrink  the 
company,  raise  cash  and  pay  off  debt. 
Or  he  could  barrel  forward  by  bor- 
rowing still  more  money  and  making 
yet  another  acquisition. 

"I  am  a  growth  guy  by  nature," 
says  Kaufman,  who  decided  to  take 
the  latter  route. 

In  1988  Kaufman  managed  to  bor- 
row another  $110  million  from  a 
group  of  lenders  led  by  First  National 
Bank  of  Chicago.  He  used  the  money 
to  acquire  Kierulff  Electronics,  a  big 
California-based  distributor.  As  if  by  a 
miracle,  within  a  year  Arrow's  bottom 
line  went  from  a  $16  million  operat- 
ing loss  in  1987  to  operating  profits  of 


I  Arrow  Chairman 
I  John  Waddell  (left) 
S  and  Chief 
Executive 
Stephen  Kaufman 
To  reduce  debt 
they  had  to  first 
take  on  more. 
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$10  million. 

But  this  was  no  miracle.  It  wa,«^^'^ 
straightforward  case  of  economies 
scale.  Arrow  gained   KierulfFs  cuil 
tomers  but  was  able  to  shut  down  air 
of  its  four  warehouses  and  move  thi 
business  into  Arrow's  warehouses.     . 

In     September     1991     Kaufmai 
pulled  off  a  second  great  acquisitioi; 
when  Arro\\'  gobbled  up  Lex  Elect 
tronics,    another    large    distributor;. 
Savings  from  cuts  in  personnel,  wardpilt^ 
housing,    information    systems    anc: 
other    expenses    brought    overhea(  *: 
down  to  just   11%  of  revenues  oic 
incremental  postmerger  sales,  versu' 
21%  before  the  merger.  Lex  added 
around  $30  million  to  Arrow's  botj 
tom  line.  t 

Seymour  Schweber,  an  industrl 
old-timer  whose  former  company  waf 
bought  by  Arrow  in  199 1 ,  gives  Kaul  I 
man  a  backhanded  compliment.  "Ai  ■, 
row's  profit  is  made  in  economics  c  ( 
scale,"  says  Schweber,  "which  in  plai  I 
English  means  firing  as  many  peopl  1 
as  you  can."  1 

But  there's  more  to  Kaufman's  sut  | 
cess   than   chopping   heads.    Arro\ 
stocks  some  300,000  different  semi 
conductors  and  other  computer  part  i)t 
and  sells  them  to  more  than  120,00'  k:o 
customers  worldwide.  To  manage  iti  pv'i 
complex    inventor)'    and    customciitoi 
base.  Arrow  was  an  earh'  investor  i 
automated  warehousing  and  in  cci^ 
tralizcd   on-line   computer   system    . 
Without  this  forcsightful  investmci 
in  information  systems  and  hardware  ifi 
the    Kierulff  and    Lex    acquisition  nam 
would  have  been  pointless  no  matte  's*v 
how  many  pink  slips  Kaufman  wa  iirun 
willing  to  hand  out.  iii?i : 

Like  most  successful  people,  Kaul 
man  has  benefited  from  luck  as  well  ■: 
a  good  head  for  business.  Starting  i  18" r 
mid- 199 1,  low  interest  rates  and  injvr 
rising  equit)'  market  set  off  a  chai  una, 
reaction  of  good  fortune.  As  Arrow  jt'u 
stock  began  to  rise,  Kaufman  quickl  ijin^ 
issued  new  shares  and  then  used  tl 
proceeds  to  retire  Arrow's  hia 
coupon  debt. 

Delevcraging  created  addition:}!| 
demand  for  Arrow's  securities.  Lati 
last  year  the  company  sold  $125  mi 
lion  in  convertible  subordinate 
bonds  at  a  cost  of  just  5.75%.  Del 
now  comes  to  65%  of  equity — quite 
reversal  from  1985,  when  Arrow  h 
$3  in  debt  for  ever\'  $1  of  equity. 
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Educated  at  Massachusetts  Insti- 
%  ;  of  Technology  and  Harvard's 
incss  school,  Kaufman  worked  in 
ope  as  a  McKinsey  consultant  dur- 
the  1970s.  He  arrived  at  Arrow  in 
]2  a  confirmed  internationalist.  At 
time,  no  other  American  electron- 
distributor  had  invested  consis- 
tly  in  the  fragmented  European 
flc(  rket,  but  Kaufman  was  convinced 
t  Europe's  internal  trade  barriers 
^^liuld  fall  and  that  Arrow  could  score 
in  Europe.   Beginning  with  its 
85  purchase  of  40%  of  leading  Ger- 
n  distributor  Spoerle  Electronic, 
ow  set  up  shop  in  leading  Europe - 
markets.  By  taking  large  but  mi- 
bo  rity  stakes  in  his  biggest  European 
estments,  Kaufman  has  been  able 
retain  the  local  entrepreneurs  who 
derstand  their  markets  better  than 
could  hope  to. 

Arrow  sees  tremendous  opportuni- 

for  improving  distribution  effi- 

ncy  in  Europe.  Today,  says  Kauf- 

m,  it  takes  three  days  to  ship  freight 

000  miles  by  truck.  And  the  over- 

^ht  air  freight  package  that  can  be 

ipped  for  $7  or  $8  in  the  U.S.  costs 

15  or  $40  in  Europe.  Already  Arrow, 

th  $615  million  in  European  sales, 

the  continent's  leading  distributor. 

cilTOw's  arch  U.S.  rival,  Avnet,  was 

;e  to  expand  overseas  and  is  now 

ii  urrying  to  catch  up. 

Arrow  is  expected  to  report  earn- 

gs  of  around  $45  million  for  1992, 

)Out  $1.55  a  share.  This  year  Smith 

arney  analyst  Ann  Schwetje  thinks  it 

n  earn  $2.25.  But  with  the  compa- 

's  stock  now  trading  at  around  3 1 , 

3  3  from  3%  in  early  1991,  Schwetje 

Dubts  the  stock  will  go  much  higher 

the  near  future. 

The  risk  Steve  Kaufman  ran  back  in 

;i|987  paid  off  in  another  way.  While 

e  was  rolling  the  dice,  conservatively 

aiinanced  Avnet,  for  decades  the  lead- 

ig  electronics  distributor,  eschewed 

kifirge  acquisitioiis.  Now,  with  world- 

[h'ide  revenues  expected  to  top  $2 

gjillion  in   1993,  Arrow  has  pulled 

ibreast  of  Avnet. 

nJ  "The  ship  has  come  in  at  Arrow," 
s  Chairman  John  Waddell,  who 
II -ti  Wall  Street  in  1968  to  purchase 
eirrow  with  two  partners,  both  of 
:li'hom  perished  in  the  1980  fire.  "But 
ejome  of  us  have  been  standing  at  the 
3iockfor25  years."  In  Steve  Kaufman, 
jVaddell  has  a  good  captain.  ^ 
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It's  tricky  to  impose  financial  discipline  without  stifling 
managerial  initiative.  But,  as  Interpublic  shows,  it  can  be 
done  even  in  a  volatile  business. 

Sibling  rivaliry 


By  Gretchen  Morgenson 

IT'S  NOT  EASY  running  an  international 
agglomeration  of  advertising  agen- 
cies: WPP  Group  and  Saatchi  &  Saatchi 
have  gotten  into  deep  trouble  with 
their  collections  of  agencies.  That 
makes  the  accomplishments  of  Inter- 
public Group  of  Companies  Chair- 
man Philip  Geier  Jr.  and  Eugene 
Beard,  its  chief  financial  officer,  all  the 
more  remarkable. 

In  1 1  years  under  Geier  and  Beard, 
Interpublic's  revenues  have  more 
than  tripled,  to  an  estimated  $1.9 
billion  last  year;  return  on  equity  has 


averaged  18%.  Interpublic's  stock  has 
climbed  over  fifteenfold  since  1982, 
to  a  recent  34%,  24  times  trailing 
earnings. 

Saatchi  &  Saatchi,  hobbled  by  years 
of  financial  turmoil  and  client  defec- 
tions, lost  $218  million  in  1991;  its 
stock  recently  traded  at  7Vs,  down 
from  a  high  of  22^2  in  1991.  WPP 
Group  is  in  even  worse  shape:  Its 
stock  recently  traded  at  less  than  2, 
down  from  a  1990  price  of  24.  The 
company  lost  $51  million  on  revenues 
of$2.25  billion  in  1991. 
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Philip  Geier  Jr., 
Interpublic's 
chairman 
Don't  just  sell 
advertising  ideas, 
sell  the  idea  of 
advertising. 
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Interpublic 


The  secret  to  Intcrpublic's  relative 
success  is  simple  enough.  Simple  to 
describe,  but  hard  to  execute.  It  in- 
volves a  combination  of  tight  financial 
controls  at  the  parent  with  creative 
autonomy  at  each  of  the  four  agencies 
that  make  up  Interpublic.  Essentially, 
the  parent  watches  the  numbers  and 
lets  the  agencies  do  what  they  will  so 
long  as  they  attain  the  desired  num- 
bers. Interpublic  owns:  New  York- 
based  McCann-Erickson,  a  65-year- 
old  but  still  strong  outfit;  New  York- 
based  Lintas:  Worldwide;  California- 
based  Dailey  &  Associates;  the  U.K.'s 
Lowe  Group. 

Each  of  the  four  competes  with  its 
siblings  for  accounts.  Combined,  they 
sen'e  4,000  clients  in  91  countries. 

While  each  agency  has  its  own  style, 
all  must  toe  the  line  financially. 
"While  [Interpublic's]  new  business 
has  tripled  in  the  past  ten  years,  corpo- 
rate budgets  have  stayed  flat  in  the  last 
five  years,"  Chief  Financial  Officer 
Beard  says.  You  have  to  stay  lean  to 
sur\'ive  in  this  business.  After  a  decade 
of  healthy  annual  growth  in  the 
1980s,  the  advertising  industry  went 
into  a  slump  in  1990,  and  is  picking 
up  only  meagerly.  Worldwide  ad 
spending,  nearly  $300  billion  last 
year,  is  likely  to  rise  only  4.7%  in  1993, 
says  James  Dougherty,  an  analyst  at 
Dean  Witter  Reynolds.  And  the  cli- 
ents are  getting  chintzier  with  the 
agencies.  This  year  Interpublic  will 
book  about  14%  of  billings  as  reve- 
nues; that's  down  a  full  percentage 
point  from  a  decade  ago. 

Executives  at  Interpublic's  agen- 
cies are  acutely  aware  today  that  be- 
sides selling  acivertising  ideas,  they 
must  increasingly  sell  the  idea  of  ad- 
vertising itself  in  a  era  of  corporate 
cutbacks  and  competition  from  other 
forms  of  product  promotion.  They 
whip  out  case  studies:  A  1 2 .4%  decline 
in  ad  spending  on  12  consumer  goods 
products  in  the  mid-  to  late  1980s 
resulted  in  a  20%  drop  in  market 
share;  when  a  marketer  of  salad  dress- 
ing reduced  ad  spending  by  27%,  its 
product's  share  fell  45%.  Indeed,  after 
several  years  of  reduced  ad  expendi- 
tures, Geier  says:  "Companies  now 
realize  how  brand  franchises  have 
been  affected.  The  ones  that  didn't 
cut  advertising  are  better  off  than 
those  that  did." 

Geier's  pitch  seems  to  be  working: 
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Eugene  Beard,  chief  financial  officer 
Have  the  right  incentives. 


In  1991,  a  year  in  which  spending 
declined  in  seven  of  the  top  ten  U.S. 
advertising  categories,  Interpublic 
won  a  record  $800  million  in  net  new 
billings.  Last  year  it  won  an  estimated 
$825  million,  a  little  more  than  half 
from  existing  clients.  While  overall 
food  company  advertising  declined 
10%  in  the  first  half  of  1992,  Geier 
reports  that  his  firm's  larger  packaged 
goods  clients,  such  as  Coca-Cola,  Un- 
ilever and  Nestle,  upped  their  spend- 
ing to  9%  in  1992. 

As  a  truly  international  collection 
of  agencies,  Interpublic  has  a  lot  to 
offer  companies  that  are  seeking  to 
expand  geographically.  Swiss-based 
food  giant  Nestle  works  with  both 
McCann-Erickson  and  Lintas.  Peter 
Brabeck,  executive  vice  president  at 
Nestle,  explains,  "Our  agencies  help 
us  to  cross-fertilize  our  business 
internationally." 

Some  branded-goods  markets  are 
ver}'  local — which  is  why  multination- 
als need  agencies  that  have  branches 
everywhere.  Lintas  set  up  a  large  Bel- 
gian office  to  support  detergents  sold 
by  Unilever  in  the  rest  of  Europe.  In 
North  Carolina,  Interpublic  acc]uired 
the  local  agency  of  Long,  Haymes  & 
Carr  to  maintain  close  contact  with 
Hanes,  the  Winston-Salem-based  di- 
vision of  Sara  Lee. 

How  does  headquarters  keep  the 
creative  types  in  line.'  Management 
incentives  established  in  1984  by 
Geier  and  Beard  make  sure  employees 
focus  on  profitability  and  growth. 
Five  different  formulas  calculate  re- 


wards for  employees. 

The  compensation  is  based  oa 
long-term  performance — or  at  leaa| 
long-term  as  understood  in  the  world, 
of  advertising:  four  years'  perfor- 
mance but  awarded  every  two  yea^ 
This  helps  keep  managers  from  jump- 
ing ship,  an  ever-present  agency  busi- 
ness threat.  Employees  are  rewarded 
with  stock  and  bonuses,  not  only  for 
making  their  numbers  but  also  for 
qualitative  results,  such  as  setting  up 
succession  plans  and  servicing  clients. 
"We're  ver)'  big  on  tr^'ing  to  keep 
people,"  says  Geier.  He  has  beeS 
helped  by  a  rising  stock  price;  employ 
ees  own  17%  of  Interpublic's  out 
standing  shares. 

There's  a  healthy  amount  of  rivalry^ 
here.  The  incentive  formulas  reward  a 
Lintas  account  executive  for  winning, 
a  new  client  in  competition  over 
McCann,  or  vice  versa.  For  example, 
last  year  McCann  won  the  $30  million 
Goodyear  account  in  a  race  that  in- 
cluded Lintas. 

Tight-fisted  Beard  runs  Interpub- 
lic's in-house  acquisition  team;  at  nol 
time  during  the  past  decade  havej 
inxestment  bankers  been  invited  tol 
advise  Interpublic  on  any  of  its  morel 
than  100  purchases.  Wisely,  Beard' 
wants  to  make  his  decisions  without 
prodding  from  Wall  Street  types  anx-i 
ious  to  close  deals. 

Keeping  his  head  while  WPP  andi 
Saatchi  lost  theirs.  Beard  never  paid 
more  than  eight  times  cash  flow  for  a 
company  and  avoided  altogether 
sales  promotion  firms,  public  rela-*; 
tions  agencies  and  training  compa-' 
nies.  Says  Beard:  "I  could  never  justi- 
fy 20  or  30  times  earnings  for  an 
investment  hung  to  one  person  who, 
would  rim  out  the  door  as  soon  as  the 
deal  was  done." 

Interpublic  made  only  acquisitions 
that  would  place  it  in  new  markets  or 
strengthen  existing  client  relation 
ships.  Examples:  the  1 99 1  purchaseJ 
of  Brazil's  MPM  Group,  to  enhance 
Lintas'  Unilever  business,  and  Ronn- 
berg  &  C>o.  in  Sweden,  to  help  ce-^ 
ment  McCann- F>ickson's  new  rela- 
tionship with  McDonald's. 

It's  tricky  in  any  business  to  balance- 
the  need  for  creative  independence  in 
a  far-flung  enterprise  with  the  need 
for  accountability  and  controls.  Inter 
public  shows  that  it  can  be  done  even 
in  a  particularly  Nolatile  business.    ■ 

Forbes  ■  Februan-  IS,  1^M>.' 


r 


C  yj^^^^^  ^^^  never  been 
^^'^     so  close  to  home. 


^' 


rom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  he  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 
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Hotel  SoHtel 

NORTH      AMERICA 


CHICAGO     .     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MINNEAPOLIS 


SAN  ERANCISCO  BAY 


WASHINGTON  DC. 
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ne  day  last  December,  the  classical 
guitarist  Manuel  Barrueco  per- 


formed and  recorded  a  suite  by  the 
19th-century  Spanish  composer  Isaac 
Albeniz  for  later  broadcast  on  radio 
stations  across 
the  country.  By  it- 
self, this  fact  is  not 
unusual.  What  is  unusual  is  that  his 
performance  wasn't  recorded  in  a  sound 
studio.  It  was  recorded  in  the  cabin  of 
the  1993  Lexus  LS  400.  At  55  mph. 


Outside:  the  rustling  of  leaves  32-valve,  250-hp  V8. 


caused  by  the  speed  generated  from  the 


> 


Inside:  the 


sweet  and  pure  notes 


from  Mr.  Barruecos 


handmade,  cedar-topped  guitar. 


©1993  Lexus,  A  Division  Of  Toyota  Motor  Sales.  U.S.A.,  Inc.  Lexus  reminds  wu  lo  wear  seal  bells  mut  < 


' 


irding  Studio? 


reduce  wind  noise, 
even  the  radio  antenna 
automatically  lowers 
whenever  the  cassette 
or  CD  is  played. 

All  of  which 
means  that  the 
cabin  of  the 

1993  Lexus  LS  400  is  a  great  place  to 
How  could  we  be  so  confident  that  A  steel-resin-steel  sandwich  insu-  listen  to  your  favorite  recording  artists, 

from  one  environment  would  lates  the  cabin  from  the  engine  and  Whether  they're  sitting  beside  you,  or 

/     not  intrude  too  trunk.  Sound-dampening  materials  are  emanating  from  the  audio  system. 


'^■^        *  much  upon  under  the  hood,  in  the  dash,  under  the 

the  other?  floor,  and  within  the  roof  pillars.  And  to 
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The  Relentless  Pursuit  Of  Perfection. 


mathn,  call  800-872-5398  (800-USA-LEXUS).  For  the  hearing  impaired,  call  800-443-4999. 
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RICOH  SHATTERS  THE  RARRIER 
RETWEEN  PERFORMANCE  AND  ECONOMVI 


( 


RICOH  FT 87 80 


Ricoh  rewrites  the  rules  for  touch  screen  technology. 
Introducing  two  new  high  volume  copying  systems.  The  FT8880 
and  the  FT8780.  Each  uniquely  versatile.  Both  surprisingly  affordable. 

Ricoh's  new  high  volume,  touch  screen  copiers  are  so 
easy  to  use  that  they  make  your  entire  company  more  productive. 
Q   And  quick.  80  copies  per  minute.  A  remarkable  5,050 
sheet  capacity  lets  you  run  far  bigger  jobs  and 
just  walk  away.  Three  paper  sources  make 
Cn    it  simple  to  make  transparencies,  insert 
,4^^^J^  ,^^t*  slip  sheets  a/7cfadd  covers.  And  finish 
the  job  with  your  choice  of  three 
/-  ^  stapling  options.  All  programmed 
instantly  at  the  touch  of  a  screen. 


But  the  real  breakthrough  of  the 
RICOH  FTssbu  _  new  Ricoh  touch  screen  copiers  is 

their  price.  Ricoh  offers  both  the 
FT8880  and  the  FT8780  for  far  less  than  you  probably  paid  for 
the  old  high  volume  machine  you're  using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH  ext.  1412. 
The  new  Ricoh  touch  screen.  Look  into  it. 


THE   NAME  TO   KNOW 


1-800-63-RICOH 


® 


©  1992  Ricoh  Corporation. 


Here's  a  story  stock  P.T.  Barnum  would  have  liked 
when  he  said  there's  a  sucker  born  every  minute. 

China  calling 


By  Richard  L,  Stern  and  Amy  Feldman 


Get  on  the  phone  quick,  pigeon, 
and  call  your  broker:  Here's  a  small, 
over-the-counter  company  with 
rights  to  operate  cellular  phone  ser- 
vice in  markets  that  embrace  300 
million  people,  including  the  mighty 
cities  of  Shanghai  and  Beijing.  If  every 
one  of  those  Chinese  makes  just  one 
cellular  telephone  call  per  day.  .  .  . 

What's  the  company's  name?  MTC 
Electronic  Technologies  Co.,  and  it's 
headquartered  near  Vancouver, 
home  to  a  wild  and  woolly  stock 
exchange. 

Last  October  a  Japanese  firm  in 
New  York,  Daiwa  Securities  America 
Inc.,  filed  a  preliminary  prospectus  to 
sell  1 .2  million  new  MTC  shares  to  the 
public  on  top  of  the  8.2  million  al- 
ready outstanding.  Daiwa  later  in- 
creased the  size  of  the  offering  to  5 
million  shares.  Although  the  offering 
has  not  yet  been  made,  announce- 
ment of  it  sent  MTC's  shares  rising 
from  8%  to  27%  in  December. 

Forbes  hopes  you  weren't  one  of 
the  buyers.  MTC  has  "exclusive 
rights"  to  nothing.  "It  is  not  possible 
for  a  foreign  corporation  to  own  or 
operate  a  telephone  system  [in  Chi- 
na]," says  Beijing-based  Zhao  Yong, 
a  spokeswoman  for  the  Ministry  of 
Posts  &  Telecommunications. 

In  Shanghai,  Zhao  Xing  Shang  of 
the  Shanghai  Post  &  Telecommuni- 
cation Administration  explained  that 
a  foreign  Company  could  get  approv- 
al to  do  financing  of  telecommunica- 
tions or  set  up  a  factory  to  produce 
cellular  equipment  and  telephones, 
but  not  to  operate  the  system  itself. 
These  officials  should  know.  Their 
agencies  are  the  ones  that  would  have 
to  approve  such  joint  ventures. 

In  its  preliminary  prospectus  MTC 
says  it  will  sell  thousands  of  cellular 
phones  in  China  at  $  1 ,000  apiece.  Yet 
brand-name  suppliers,  including  Mo- 
torola, LM  Ericsson,  NEC  and  Oki, 


have  already  sold  some  100,000  cellu- 
lar telephones  in  metropolitan  areas 
throughout  China.  Motorola  whole- 
sales its  phones  to  Chinese  govern- 
ment entities  for  about  $500,  and  the 
government  resells  them  to  the  public 
for  more  than  $2,000.  In  any  case, 
MTC  says  its  cellular  phones  would 
come  from  NEC  parts. 

MTC's  president  and  chairman  is 
Miko  Leung,  a  49-year-old,  chain- 
smoking. Hong  Kong-born  entrepre- 
neur. Leung  has  a  habit  of  promising 
more  than  he  can  deliver. 

In  1987  MTC  announced  an  exclu- 
sive distribution  deal  to  import  1.2 
million  televisions  into  the  U.S.  and 
Canada  from  China  for  $161  mil- 
lion. Total  MTC  sales  from  1987  to 
1989:  a  mere  $64  million.  MTC  lost 
about  $400,000  in  the  same  period. 
Having  risen  when  the  TV  story  was 
released  to  6y2  a  share,  from  5V2, 
MTC's  shares  slid  back  to  just  2%  in 
October  1987. 

Most  of  MTC's  actual  business  has 
mvolved  selling  fax  machines  into 
China  while  exporting  low-priced  TVs 
and  other  consumer  electronics  from 
China  to  North  America. 

In  1991,  to  get  away  from  the 
Vancouver  Stock  Exchange's  unsa- 
vory reputation,  Leung  moved  MTC 
Electronic  to  trading  over-the- 
counter  on  the  Nasdaq  market.  It 
hasn't  improved  the  way  the  compa- 
ny— or  its  friends — do  business.  Dur- 
ing a  recent  road  show  for  the  stock  in. 
Chicago,  with  an  MTC  executive  pres- 
ent, a  Daiwa  analyst  was  overly  opti- 
mistic. He  projected  earnings  of  $9 
per  share  by  1996,  largely  based  on 
profits  from  fees  from  cellular  sub- 
scribers in  China. 

A  marketmaker  of  MTC,  Pennsylva- 
nia Merchant  Group  Ltd.,  projected 
last  October  that  for  fiscal  1994  some 
60%  of  operating  profits,  or  $1 1  mil- 
lion, would  come  from  cellular  hand- 


sets on  MTC  Electronic's  own  systems 
in  China. 

Chairman  Leung  was  not  available 
for  Forbes,  and  Daiwa  spokesman 
Stanley  Ginsberg  says  he  can't  com- 
ment on  MTC.  But  Daiwa  seems  con- 
cerned about  what  has  been  going  on 
at  MTC.  It  has  now  issued  three  revi- 
sions to  the  original  prospectus,  the 
latest  on  Jan.  19.  Gone  are  claims 
about  exclusive  agreements,  and  what 
had  been  presented  as  final  contracts 
are  now  only  maybe  contracts. 

The  latest  prospectus  even  admits 
that  MTC  will  be  paid  by  barter,  in  the 
form  of  consumer  goods  it  will  export 
to  North  America. 

In  an  earlier  prospectus  MTC 
claimed  it  already  was  operating  a 
test  system  for  1 ,000  users  in  Shang- 
hai. Neither  Chinese  government  of- 
ficials Forbes  spoke  to  nor  execu- 
tives for  other  foreign  telecommuni- 
cations companies  in  China  know 
where  that  test  system  for  1,000  us- 
ers is  situated. 

Here's  one  thing  for  sure.  MTC 
Electronic  has  leased  some  equip- 
ment to  the  Shanghai  city  govern- 
ment for  expansion  of  its  cellular  sys- 
tem built  by  Sweden's  Ericsson.  Mo- 
torola built  and  supplied  the  other 
half  of  this  European-style  cellular 
system . 

But  if  the  Chinese  aren't  buying 
MTC's  China  story,  foreign  investors 
apparently  are.  MTC's  stock  was  still 
trading  recently  at  nearly  20.  At  that 
price  the  company  has  a  market  capi- 
talization of  $200  million.  Revenues: 
$43  million.  Profits:  $2  million,  or  47 
cents  a  share. 

Short  traders,  such  as  Gilford  Se- 
curities in  Chicago,  smell  a  killing. 
The  short  position  recently  was 
about  257,000  shares.  Daiwa  appar- 
ently intends  to  proceed  with  its  of- 
fering. It  looks  as  if  some  sheep  are 
about  to  be  shorn.  ^M 
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Companies  accused  of  wrongdoing  often  investigate 
themselves.  But  are  such  probes  convincing— even 
from  the  most  respectable  of  lawyers? 

Who  pays 
the  piper . . . 

By  Dana  Wechsler  Linden  and  Neil  Weinberg 


When  FACED  WITH  possible  wrongdo- 
ing these  days,  many  companies 
quickly  call  in  a  prominent  lawyer  as 
special  counsel.  The  attorney  investi- 
gates, then  reports  to  a  special  com- 
mittee of  the  board.  If  the  report  is 
favorable  to  management  it  can  serve 
as  a  stamp  of  approval  to  ward  off 
shareholder  suits — and  often  shore  up 
a  flagging  stock.  Among  the  major 
companies  that  have  conducted  such 


probes  in  the  last  few  years  are  Salo- 
mon Brothers,  General  Electric  and 
Dow  Corning. 

But  the  practice  remains  controver- 
sial. No  matter  how  much  integrit}' 
the  lawyers  have,  outsiders  remain 
aware  that  the  lawyers  are  investigat- 
ing their  own  clients.  As  the  old  saying 
goes:  "Who  pays  the  piper  calls  the 
tune."  This  is  not  literally  true  in 
these  cases,  because  no  reputable  law- 


yer would  deliberately  cover  u 
wrongdoing.  The  suspicion  remains, 
however,  that  at  the  very  least  th 
investigator  is  favorably  inclined  to 
ward  the  investigated. 

Paul  Wright,  a  former  Securities 
Exchange  Commission  staffer  who  i 
a  member  of  the  American  Bar  Associ 
ation  committee  on  law  and  account- 
ing, points  out:  "You  can  call  in  the 
best  lawyer  in  the  world  and  restrict 
the  scope  of  the  investigation  so  you 
know  he's  not  going  to  find  an\ 
thing."  Especially  when  the  lavN^crs 
doing    the    actual    investigating   are 
typically  young  associates  recently  out 
of  law  school  who  don't  know  that 
much  about  business. 

"There's  always  been  doubt  about 
whether  these  [investigations]  are 
whitewash  operations,"  says  Charles 
Wolfram,  a  legal  ethics  professor  at 
Cornell.  "If  there's  also  the  hope  ofj 
future  business,  it  puts  a  light  to  the! 
outside  that  it  is  indeed  a  whitewash." 

At  a  time  when  parts  of  the  legal 
profession  are  facing  tough  times, 
billings  in  these  investigations  run 


I  SEC  former 
I  general  counsel 
I  Harvey  Pitt 
3^  A  self-described 
^  Boy  Scout  who's 
called  in  to 
investigate 
corporate  right 
from  wrong.  Yet 
his  work  raises 
troublesome 
questions  of 
its  own. 
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There  are  many  very  tempting  things  we  don'tdo 
in  order  to  keep  Republic  strong  "'"^'^ 
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At  Republic  National  Bank,  we  know 
that  very  sweet  deals  don't  always  turn  out 
as  planned.  So  we  avoid  temptation  in  favor 
of  protecting  our  clients'  funds. 

For  this  reason,  bank  analysts  at 
Montgomery  Securities  recently  wrote: 
"Armed  ivith  the  strongest,  most  conser- 
vatively stated  balance  sheet  among  the  50 
largest  banking  companies,  Republic  New 
York  Corporation  has  successfully  purstAed  a 
strategy  that  is  service  oriented,  risk-averse, 
and  sharply  focused  on  depositor  protection" 

Avoiding  temptation  helps  keep  Republic 
strong.  For  more  information  about  Republic 
National  Bank  of  New  York,  write  for  our  lat- 
est Quarterly  Report  to:  Information  Center, 
Republic  National  Bank  of  New  York,  Fifth 
Avenue  at  40th  Street,  New  York,  NY  10018. 
Or  call  (212)  221-6056.  Outside  New  York 
City  (800)  REPUBUC. 

REPUBLIC 

NAnONAL  BANK 

OF  NEW  YORK 


n  the  collection  of  Republic  National  Bank  of  New  York, 
public  National  Bank  of  New  York  1993. 
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Special  counseling 


from  tens  of  thousands  to  several 
million  dollars.  Some  of  the  best  and 
most  reputable  lawj^ers  in  the  country 
are  playing  the  game.  Washington 
la\Nyers  like  former  U.S.  Attornex' 
General  Griffin  Bell  of  King  &  Spal- 
ding and  former  Securities  &  Ex- 
change Commission  lawyer  Arthur 
Mathews  of  VVilmer,  Cutler  &  Picker- 
ing take  in  a  steady  stream  of  special 
investigative  work  these  days. 

New  York's  Wachtell,  Lipton,  Ro- 
sen &  Katz  conducted  Salomon's  re- 
cent internal  investigation  of  its  Trea- 
sur}^  auction  scandal.  The  report  re- 

6/12/92:  Ross  disclosed 

it  was  secretly  controlled 

by  its  biggest 

supplier. 


Law  enforcers  were 
unimpressed,  but  Ross' 
market  value  surged  $30 
million  in  three  days. 


od  of  paying  for  your  own  investigation 
may  be  flawed. 

Talce  one  of  Pitt's  clients,  Back  Bay 
Restaurants,  a  publicly  traded,  Boston- 
based  chain  of  family-style  restaurants. 
Last  October  Back  Bay's  board 
brought  in  Fried,  Frank  to  in\-estigate 
concerns  raised  by  the  company's 
chief  financial  officer,  Nabil  El-Hage, 
who  has  since  resigned. 

Newspaper  reports  said  El-Hage 
made  serious  charges:  that  Back  Bay 
schemed  to  shore  up  ailing  West\vood 
Group,  a  racetrack  operator  largely 
owned  by  Back  Bay  Chief  Executive 
Charles  Sarkis.  El-Hage  said  this  was 
done  by  having  some  of  West\\'ood's 
construction  expenses  billed  to  Back 
Bay — through  contracting  firms  (one 
owned  by  Sarlds'  cousin)  that  did 
work  for  both  companies. 

Pitt  was  hired  by  a  so-called  inde- 
pendent committee  of  outside  direc- 
tors of  Back  Bay.  The  committee's 
chairman  and  sole  active  member 
during  most  of  the  investigation  was 
Robert  Parker,  dean  of  the  business 
school  at  Georgetown  Unixersit)', 
where  Back  Bay's  Sarkis  is  a  regent 
and  a  generous  donor.  According  to  a 


tion,  and  I  value  it  so  much  that 
don't  want  to  do  anything  that  woul 
compromise    the    integrity'    of    my 
approach." 

But  the  case  of  Intellicall  (Forbe; 
Nov.  25,  1991)  certainly  did  nothini 
to  enhance  Pitt's  mystique.  The  ma 
er  of  pay  telephones  hired  him 
March  1991  to  look  into  allegatio 
that  management  was  committing  ai 
counting  fraud,  shipping  out  pro 
ucts  that  no  customer  had  agreed  td 
pay  for  yet — and  booking  the  ship 
ments  as  sales. 

Pitt's  conclusion:  No  such  problem 
existed.  On  behalf  of  Intellicall,  Pitt 
wrote  threatening  letters  to  the  two 
people  thought  to  be  making  the 
allegations — an  Intellicall  dealer  and 
telecommunications  analyst  Amy 
Nexxmark.  Pitt  hired  a  private  detec 
tive  agency  to  investigate  both. 

Notwithstanding    Pitt's    fa\'orable 
opinion,  in  our  own  reporting  for  the 

10/28/92:  Pitt  investigation  cleared 
Ross  of  money  laundering  or  other 
criminal  activity. 


suited  in  the  suspension  of  two  top 
officials. 

"This  [practice]  has  become  a  criti- 
cal and  integral  part  of  corporate  goxer- 
nance,"  says  Han'ey  Pitt,  former  SHC 
general  counsel  and  a  partner  at  Fried, 
Frank,  Harris,  Shn\'er  &  Jacobson. 

Pitt,  at  47,  is  probably  at  the  top  of 
everyone's  list  of  such  corporate  gover- 
nors. One  of  the  nation's  most  promi- 
nent securities  lawyers,  he  was  the  chief 
defense  counsel  for  Ivan  Boesky  and 
got  his  client  a  light  sentence  for  fla- 
grantly criminal  conduct. 

The  brilliant  Pitt  is  nearly  a  match  for 
a  Lexis  terminal  when  it  comes  to 
spouting  out  past  cases  and  precedents. 
He  is,  by  any  standard,  one  of  the 
nation's  outstanding  attorney's.  No 
shrinldng  violet,  Pitt  likes  to  describe 
himself  as  a  Boy  Scout.  Certainly  he 
has  ncN'cr  been  accused  of  any 
wrongdoing. 

But  several  recent  investigator}'  cases 
handled  by  Pitt  suggest  that  this  meth- 
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FoRBHS  source,  Sarkis  has  pledged 
half  a  million  dollars  over  the  next  five 
years  to  Georgetown.  (Neither  Sarkis 
nor  Georgetown  will  confirm  or  deny 
the  amount  of  the  pledge.) 

After  a  few  weeks  of  investigation, 
much  done  by  young  Fried,  Frank 
associates,  Back  Bay  issued  a  press 
release  announcing  that  the  special 
committee  "unco\'ered  no  lacts  that 
would  materially  impact  the  financial 
statements  of  the  company." 

How  arms-length  was  the  investi- 
gation.^ Instead  of  bringing  in  an  out- 
side auditor,  Pitt  relied  on  Coopers  & 
Lybrand,  which  had  signed  off  on 
Westwood's  prcN'ious  financial  state- 
ments and  was  also  the  outside  audi- 
tor for  Back  Bay.  This  special  investi- 
gation was  not  Fried,  Frank's  first 
assignment  for  Back  Bay.  In  March  of 
last  year  the  firm  did  legal  work  for 
Back  Bay's  initial  public  offering. 

Pitt  tells  FoRBHS:  "I've  worked 
very,  veiy  hard  to  develop  a  reputa- 


! 


Intellicall  stor\'  Forbfs  uncoverec 
facts  disturbingly  consistent  with  the 
allegations.  And  less  than  a  year  afte 
Pitt  cleared  the  company's  name,  foui 
senior  officials  were  dismissed  for  « 
difTerent  infraction.  The  compam 
was  found  to  have  misrepresented  it: 
debt  on  financial  statements,  and  tc 
have  hidden  from  shareholders  anc 
the  banks  the  fact  that  it  was  in  xiola 
tion  of  its  loan  covenants.  Intellicall'; 
stock  dropped  30%.  Was  Pitt  embar 
rassed  that  the  same  company  h« 
cleared  of  cooking  the  books  in  on< 
way  later  misrepresented  its  financia 
statements  in  another  way? 

Reminding  FoiiBHS  that  he  caniio 
discuss  Intellicall  specifically,  Pii 
growls:  "I  have  never  been  cmbar 
rassed  by  anything  I  ha\e  done  in  mv 
special  investigation." 

The  Intellicall  audit  cost  the  com 
pany  about  $80,000.  The  firm  the 
hired  Fried,  Frank  again  for  anothe 
$1.1  million  worth  of  corporate  wov 
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Mention  the  word  silverware  and 
87%  of  Americans  say  Oneida. 
It's  the  112  year-old  brand 
name  that  symbolizes  quality 
value  and  world-famous  design. 
Yet,  behind  all  of  the  beauti- 
ful hand-crafted  designs  and 
century-old  tradition  runs  some 
of  the  world's  most  advanced 
software. 

"CA  software  is 
mission-critical  soft- 
ware. It  helps  us  run 
more  efficiently  deliver  '"^A^rchZtf 
higher-quality  prod-       ^°'  ^^" ^°'- 
ucts  and  customer  service,"  says 
Rick  Munger,  Director  of 
Information  Resources.  "Best  of 
all,  as  our  needs  change,  CA 
changes  too." 

After  years  of  running  on  CA 
mainframe  systems  software, 
Oneida  is  right-sizing  to  a  mid- 
range  environment. 

"When  we  decided  to  move 
to  the  AS/400  environment,  we 
were  very 
pleased  to 
see  that  CA 
is  the  leader 
in  both  man- 
ufacturing 
and  ware- 
house appli- 
cations. 
We're  using 
both  with  outstanding  results." 
But  that's  just  the  beginning. 
"With  technology  changing 
as  fast  as  it  does,  we  need  a  soft- 
ware partner  we  can  trust. 

And  when  you  mention  the 
word  software,  what  name 
comes  to  mind? 
"CA." 

(TOMPUTER' 
yiSSOCMTES 

Software  superior  by  desigr). 


Rick  Munger, 

Director  of  Information 

Resources,  uses  CA's 

integrated  manufacturing 

and  warehouse  software 

FOR  THE  AS/400 

TO  KEEP  Oneida  #1. 


©  Computer  Associates  International,  Inc.,  One 
Computer  Associates  Plaza,  Islandia,  NY  11788-7000. 
1-800-CALL  CAI.  All  product  names  referenced  herein 
are  trademarks  of  their  respective  companies. 


Special  counseling 


over  the  next  nine  months. 

Pitt  may  have  taken  on  his  most 
difficult  assignment  yet  when  he 
launched  an  investigation  into  Dun- 
can, S.C. -based  $47  million  (fiscal 
1992  sales)  Ross  Cosmetics  Distribu- 
tion Centers,  which  reported  a  66% 
increase  in  profits  in  the  fiscal  year 
ended  last  Aug.  31.  Ross'  main  busi- 
ness: selling  cheap  knockofFs  of  de- 
signer perfiames.  "Our  alternative  to 
Giorgio,"  reads  the  label  on  Ross' 
fi'agrance  called  Gorgeous,  which 
sells  for  about  $5,  compared  with  $50 
for  Giorgio. 

Ross  Cosmetics'  Nasdaq-traded 
shares  have  plunged  over  50%  from  a 
high  of  28  last  March.  In  response  to 
swirling  rumors,  the  company  dis- 
closed last  June  that  it  was  secretly 
controlled  by  the  owners  of  English 
perfume  manufacturer  s&j  Perfume 
Co.  Ltd.,  Ross's  leading  supplier. 

What's  wrong  with  that.>  The  two 
Indian  families  (both  have  the  sur- 
name Sheth)  who  own  s&j  had  accu- 
mulated 63%  of  Ross'  stock  through 
an  elaborate  labyrinth  of  Panamanian 
corporations,  some  of  which  owned 
4.3%  of  the  company,  just  below  fed- 
eral disclosure  requirements. 

The  disclosure  of  the  Sheths'  con- 
trol set  traders,  short-sellers  and  gov- 
ernment enforcers  to  speculating 
about  possible  money  laundering, 
drug  smuggling  and  stock  price  ma- 
nipulation. Ross  appointed  an  inde- 
pendent committee  of  the  board.  Pitt 
got  the  call. 

Afi:er  a  four-month,  $1.6  million 
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Why  is  this  company  so  secretive? 

The  official  address  for  S&J  Perfume,  U.K.  supplier  of  Ross' 
fragrances,  is  an  empty  storefront  (left).  Its  outside  auditors 
work  upstairs.  A  former  company  address  (above)  is  a  private 
home.  S&J  does  have  a  suite  in  an  office  building  near  London 
(right).  Forbes  called  there  and  asked  where  S&J's  factory  is. 
A  man  said  nervously,  "We  don't  want  to  reveal  that  sort  of 
information,  it's  all  part  of  a  plan." 


probe,  the  committee  announced  in 
October  that  it  had  found  "no  basis" 
for  these  rumors.  The  Sheths  were 
merely  unwitting  victims  of  unscru- 
pulous financial  advisers — who  failed 
to  tell  them  about  U.S.  disclosure 
requirements. 

Despite  this,  Ross'  name  has  not 
been  cleared.  The  sfx:  is  continuing  its 
investigation  of  the  company.  The 
U.S.  Customs  Service  is  preparing  a 
criminal  investigation.  "These  people 
have  absolutely  illogical  ways  of  mo\'- 
ing  product  around  the  world,  and 
there  has  to  be  a  reason  for  it,"  says  a 
fraud  expert  at  U.S.  Customs. 

Forbes  has  learned  that  18  months 
ago  British  law  enforcement  officials 
raided  two  of  the  Sheth  perfume  fac- 
tories. They  had  "very,  vcv)'  good 
information  that  massive  quantities" 
of  counterfeit  perfume  were  being 
produced,  says  an  investigator  in- 
volved in  the  raid.  The  Sheths  were 
supposedly  putting  their  own  fra- 
grances in  Chanel  packages  and  sell- 
ing them  for  10  or  20  times  the  price 
of  their  own  perfumes. 

The  raid  turned  up  no  evidence  of 
counterfeiting.  Yet  British  officials  tell 
FoRBKS  they  believe  their  information 
was  correct.  They  believe  the  counter- 
feit operation  has  been  moved,  and 
that  the  counterfeit  boxes  are  still 
being  produced  at  a  printing  factoiy 
in  Nottingham.  That  factory  is  owned 
by  one  of  the  Sheths'  Panamanian 
corporations,  of  which  Eugene  Der- 
ly — the  main  financial  adviser  who 
was  criticized  by  Pitt  and  the  special 


committee      for      misleading      the 
Sheths — is  an  officer. 

Derr\',  an  upper-class  Englishman 
who  li\'es  in  Switzerland,  controls  1 02 
Panamanian  corporations  himself, 
and  is  said  to  have  been  involved  in 
deals  with  Peter  Francis  Crosby,  a 
financial  scamster  now  in  jail  in  Gene- 
va. A  follow-up  raid  in  Nottingham  is 
being  planned. 

Did  Pitt's  investigation  uncover  ev- 
idence of  these  additional  wrongs.^ 
We  put  the  question  to  Pitt,  who 
responded:  "There  are  things  that  are 
put  in  [special  committee]  reports 
and  things  that  aren't,  and  those  arc 
always  questions  of  judgment,  and  I 
can't  respond  specifically." 

Why  would  a  law^'cr  of  Han-ey 
Pitt's  standing  and  seven-figure  annu- 
al income  get  involved  with  a  business 
as  questionable  as  Ross  Cosmetics? 
He  scarcely  needs  the  money,  but  Pitt 
is  something  of  a  curmudgeon  and  no 
great  admirer  of  prosecutors.  He  an- 
swers our  question  in  ideological 
terms:  "Let  me  tell  you:  I  do  it  if  1  can 
be  of  help  to  a  public  company..  1 
really  believe  in  the  process  by  which 
public  companies  govern  themselves 
effectively." 

FoRBKS  would  agree  with  that.  But  I » 
in  the  cases  of  Ross  ('osmetics,  Intelli 
call  and  Back  Bay,  it  is  by  no  means 
certain  that — Pitt's  investigations 
notwithstanding — these  companies 
have  been  governing  themselves  ef 
fectively.  llightly  or  wrongly,  such 
self-investigations  are  coming  under  a 
cloud.  ^ 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BT's  Global  Network  Services,  You're  Always  in  Touch. 


oing  Further.  Global 
perations  can  bring  new  chal- 
•nges — cultural,  technical, 
tactical.  But  BT™  makes  it 
^loother  and  simpler,  because 
e've  been  there.  We  are  there. 
)ur  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BTs  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
future-proof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  Further,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 
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Going  Further  Staying  Closer 


GLOBAL  NETWORK  SERVICES^".  FRAME  RELAY.  VIDEOCONFERENCING.  EDL  ELECTRONIC  TRANSACTION  SERVICES,  MESSAGING, 
FINANCIAL  TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(pRDIA™. 
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Are  your  legal  bills  too  high? 
Here's  the  newest  way  to  control 
lawyer  fees. 

Piecework 


By  David  Fnun 

Reviewing  a  legal  bill  can  be  a  frus- 
trating experience.  How  can  a  client 
know  whether  the  work  in  fact  took 
the  time  the  law  firm  says  it  did,  or  was 
even  necessary'?  In  a  paper  presented 
at  last  summer's  American  Bar  Associ- 
ation meeting,  Zoe  Baird,  then  Aet- 
na's general  counsel  and  President 
Clinton's  failed  choice  for  Attorney 
General,  noted  that  nearly  two-thirds 
of  all  clients  felt  that  their  lawyers 
were  too  cavalier  about  costs. 

It's  easy  to  see  how  the  clients  got 
that  idea.  Since  1977,  according  to 
Robert  Litan  of  the  Brookings  Insti- 
tution and  Steven  Salop  of  George- 
town Universit}^  the  revenues  of  the 
legal  ser\'ices  industry  have  com- 
pounded at  12%  a  year,  faster  even 
than  those  of  the  health  care  industry'. 
By  1989,  the  last  year  cited  by  Litan 
and  Salop,  the  cost  to  society  of  the 
law  industn^'s  revenues  had  exceeded 
$75  billion,  or  roughly  one-fourth 
the  total  profits  of  all  U.S.  corpora- 
tions that  year. 

Legal  cost  inflation  began  at  about 
the  same  time  that  hourly  billing  be- 
came common.  As  recently  as  the 
1960s  it  was  unusual  for  lawyers  to 
keep  time  records.  Hourly  fees  began 
to  spread  in  the  late  1960s  and  early 
1970s  because  they  seemed  to  prom- 
ise more  precise  and  objective  legal 
bills  than  annual  retainers  or  fees  for 
serx'ice. 

Instead,  billing  by  the  hour  institu- 
tionalized a  conflict  of  interest  be- 
tween lawyer  and  client.  The  more 
time  the  lawyer  put  in,  the  richer  he 
got,  whether  the  time  was  well  spent 
or  not.  As  Zoe  Baird  put  it  to  the 
American  Bar  Association:  "Hourly 
billing  pushes  economic  incentives  in 
the  wrong  direction — weakening 
rather  than  strengthening  the  bonds 
between  performance  and  pay." 

In  a  major  study  published  in  the 


thinks  there  is.  Sevent)'  percent 
Bickel  &  Brewer's  new  Ijusiness 
signed  on  an  individually  negotiatcc 
flat-fee  basis.  And  if  the  firm  gets 
better  result  for  its  client  than  hat 
been  originally  anticipated,  it  also  gctJ 
an    individually    negotiated    perfor] 
mance  bonus. 

Michael  Grove,  general  counsel 
Bellcore  (the  old  Bell  Labs),  in  Li\ 
ingston,  N.L,  and  a  Bickel  &  Brew( 
client,  is  delighted  to  see  the  end  ol 
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Rutgers  Law  Review  in  1991,  Cum- 
berland School  of  Law  Professor  Wil- 
liam Ross  reported  that  of  272  attor- 
neys he  surveyed,  60%  admitted  to 
knowledge  of  bill  padding. 

Is  there  a  better  way  to  pay  lawyers? 
Bickel  &  Brewer,  a  43-attorney  Dal- 
las-based law  partnership  that  special- 
izes in  complex  corporate  litigation. 


hourly  billing.  A  flat  fee,  Grove  sa}! 
"enables  me  to  budget  more  cxacj 
ly."  And  performance  bonuses  "cr^ 
ate  an  incentive  for  the  law  firm  to  c| 
well." 

Hourly  fees,  on  the  other  liaiil 
create  incentives  for  lawyers  to  skinj 
on  productivity-improving  technc  | 
ogy.  "It  is  jarring,"  writes  CAimlxj 
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"Go  In  With  Sharp's  Winning  Game  Plan  For  Copiers. 

You'll  Come  Out  With  Increased  Productivity 

And  Reduced  Operating  Expenses.  No  Question." 


In  any  arena,  basketball  or  business,  you've  got  to  know 
lat  your  players  can  do  for  you. 

That's  why  Sharp  has  developed  a  Winning  Game  Plan  for 
oiers.  This  booklet  helps  you  find  the  right  copier  from  Sharp's 
■pressive  line-up  that's  going  to  increase  your  productivity 
d  reduce  operating  expenses,  big  time. 

You  may  need  a  new  high-volume  duplicating  system 
at  builds  in  every  advanced  feature  as  standard.  A  highly 
odular  mid-volume  copier  that  lets  you  add  on  as  your  office 
'eds  grow.  Or  a  compact  copier  that  gives  you  more  quality 
id  features  for  less. 

These  copiers  not  only  come  with  a  guarantee  of  Sharp's 
reliability  and  authorized  dealer  service  and 
cDi  nd    support.  They  guarantee  results.  So  call  for  your 
^^  ™  **"    Winning  Game  Plan  today.  Or  fax  1-800-3-SHARP-3. 
i  i         Because  Sharp's  got  the  players  you  need  to  win, 

aiA        CALL  1-800-BE-SHARP  FOR  YOUR 
^^      WINNING  GAME  PLAN  FOR  COPIERS. 


Chuck  Daly 
Championship  Coach 
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FROM  SHARP  /WINDS 
COME  SHARP  PRODUCTS  - 
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traction  control.  Jt's  fin 


There's  no  question  tliis  performance  sedan  carries  world-class  credentials.  And 
the205-horsepower,  supercharged  Pontiac  SSEialso  delivers  the  control  and 
technology  of  a  performance-calibrated  4-speed  transmission,  Z-rated 
tires,  an  advanced  Head-Up  Display  and  more.  All  enjoyed  from  a 
driver's  cocl^it  with  rich  leather  seating  areas.  The 
real  beauty  of  the  exhilarating  new  SSEi  is  that 
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less  than  Lexus  or  BMW*  If  this  is  your  kind  of 
driving  excitement,  visit  your  Pontiac  dealer  or 
call  1-800-762-4900  for  more  information 
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^  PbtinAS  CARES. . .  with  an  extensiwe  3-year/36,000-mne, 
^^jiSt  No'HeducUMe  Umited  Wdmntj/i  24-hour  Roadsifle  Assistance 
^%a^  and  Courtesy  Transportation.  See  your  dealer  for  details. 
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'BastdaoMSRP  of  Lexus  LS400,  BMW  5  and  7  Series.  Level  of  equipment  varies. 
^^  Buckle  Up,  America! €)J992BM  Corp.  All rigfitsreseived. 
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land's  Ross  in  his  1991  article,  "to 
walk  through  the  corridors  of  a  topical 
large  firm  and  see  attorneys  sitting  in 
their  offices  scrawling  out  briefs,  let- 
ters and  discoven'  requests  in  long- 
hand on  yellow  legal  pads  like  Victori- 
an clerks." 

Worse,  Ross  adds,  hourly  billing 
tempts  lawyers  to  do  unnecessan- 
work,  to  duplicate  work — and  even  to 
lie.  Ross  reported  that  20%  of  the 
law\'ers  he  sur\eyed  ex-en  beliexed 
that  it  is  ethical  to  bill  a  client  for 
research  or  other  work  originally 
done  for  another  client  and  recycled. 

Abuses  like  these  have  brought  a 
whole  new  industn'  into  being:  the 
legal  bill  checker.  John  Marquess,  a 
lawyer  himself,  is  chairman  of  Legal- 
gard,  a  Philadelphia  company  that 
scrutinizes  legal  bills  for  clients  like 
Libert}'  Mutual  Insurance,  Mattel  and 
the  state  of  New  Jersey.  Business,  says 
Marquess,  is  hopping.  Legalgard's 
revenues  have  tripled  (to  S3. 6  million 
last  year)  in  each  of  the  five  years  since 
its  founding. 

Marquess  says  reviewing  about  2 
million  legal  bills  has  convinced  him 
that  inefficiency  and  bill  padding  are 
rampant.  "The  problems  we  see  in 
Tuscaloosa,  Ala.  are  the  same  as  the 
problems  we  see  in  Boston,"  he  says. 

Marquess  doesn't  agree,  however, 
that  Bickel  &  Brewer's  flat  fee  ofl^ers  a 
solution.  Because  legal  costs — espe- 
cially on  the  defense  side — are  inher- 
ently hard  to  predict,  any  flat  fee. 
Marquess  argues,  "must  allow  for  a 
giant  margin."  Nor  does  he  favor  the 
performance  bonus  concept:  "As  a 
law}'er,  I'm  being  hired  to  do  a  great 
job.  I  don't  deserxe  a  bonus  for  doing 
what  I  was  hired  to  do."  Better,  in 
Marquess'  opinion,  that  clients 
should  scrutinize  their  legal  bills,  or 
hire  a  firm  like  Legalgard  to  do  it 
for  them. 

Still,  if  the  new  flat  fee  billing  tech- 
niques are  imperfect,  they  at  least 
eliminate  some  of  the  inherent  con- 
flict of  interest  betxveen  attorney  and 
client.  Bickel  8c  Brewer's  managing 
partner,  William  Brewer,  makes  a 
good  point  when  he  sa\'s:  "Any  busi- 
nessman will  tell  you  that  a  system  of 
compensation  is  irrational  if  it  pays 
without  regard  to  result.  A  lawyer's 
work  ought  to  be  xalued  according  to 
its     contribution     to     the     bottom 
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IRS  huffing  over  independent  contractors  has 
companies  and  workers  running.  There  are  defenses. 

How  the  bar  girl^ 
beat  the  IRS 


By  Richard  Phalon 

What  is  the  common  thread  among 
these  taxpa\'ers:  exotic  dancers  in  Dal- 
las, carpet  installers  in  New  Jersey  and 
a  professor  of  finance  at  the  University 
of  Michigan's  business  school.'  They 
were  all  accused  by  federal  or  state  tax 
auditors  of  masquerading  as  self-em- 
ployed independent  contractors 
when  they  should  have  been  classified 
as  employees. 

These  cases  are  part  of  a  highh- 
publicized  dragnet 
that  imolves,  so  the  In- 
ternal Revenue  Senice 
alleges,  S20  billion  a 
year  in  unpaid  and 
underreported  taxes. 
When  workers  claim  to 
be  self-emplo\'ed, 

the)''re  on  their  own 
for   remitting   income 
and  Social  Securit)'  tax- 
es. Since  a  lot  of  them 
underreport   their   in-      ^^^H 
come    or    are    broke 
when  taxes  are  due,  contends  the 
Serx'ice,  the  government  is  out  a  lot  of 
revenue. 

The  taxman's  solution  to  this  prob- 
lem is  to  go  aft:er  companies  that  use 
these  workers.  If  the  tax  authorities . 
can  proN'e  that  a  worker  is  an  employ- 
ee, not  a  self-employed  independent, 
they  can  dun  the  employer  for  all  the 
taxes  that  should  ha\'e  been  withheld, 
plus  penalties  (FoRBHS,  Mar.  2,  1992). 

So  when  is  a  worker  an  indepen- 
cient?  The  definitions  in  the  tax  law- 
are  so  ambiguous  and  the  potential 
penalties  for  misclassifying  a  worker 
so  high  that  many  big  companies  are 
running  for  cover.  They  are  forcing 
formerly  independent  workers  onto 
the  payrolls  of  outside  firms,  such  as 
Career  Blazers,  a  temporary'  help 
company,  or  Payroll  Options  Unlim- 


Bar  hostess  and  friend 

A  win  for  the  working  girl 


ited,  a  division  of  Uniforce  Ser\'ice^ 
Thus  drug  manufacturer  Pfizer  and 
magazine  publisher  Conde  Nast  rcr 
cently  farmed  out  a  number  of  re* 
searchers,  copy  editors  and  the  like  t( 
third-part)'  payrolls. 

There's  a  net  loss  to  the  playei 
when  a  worker  goes  on  a  payroll 
worker  on  a  payroll  is  much  mon 
limited  in  tax  writeoffs  that  can 
taken  (for  retirement  savings  or  jol 
related  expenses)  th 
an  independent.  T 
fiirther  costs  to  the 
timate    employer:    t 
inevitable  passthrou 
of  Social  Security  a: 
unemployment     tax 
and     the     third-partj 
payroll   firm's   margil 
of  profit. 

So  don't  cave  in  t(M 
readily  to  the  tax  col 
lector's  anti-contractcj 
campaign,  says  Jamc 
Urquhart  III,  an  Imne,  Calif  attor 
ney  who  specializes  in  tax  and  othe 
issues  invol\'ing  independent  contrac 
tors.  The  running  box  score  in  Urqu 
hart's  newsletter.  The  Indcpcnden 
Contractor  Report,  suggests  that  stat 
and  federal  auditors  lose  as  many  case 
as  they  win.  Among  the  losses:  case 
involving  the  dancers,  the  carpet  in 
stallers  and  the  business  school  pre 
fessor.  All  were  held  to  be  indepen 
dent  contractors. 

Some  Urquhart  tips  that  will  hel 
buttress  independents: 
■  Have  multiple  clients.  Advertise  i 
the  Yellow  Pages.  In  the  Caqiet  Ren 
nant  Warehouse  case,  decided  by  th 
New  Jersey  Supreme  Court  in  Jui' 
199 1 ,  the  installers  seemed  to  cariv'  .i 
the  earmarks  of  independents,  riu 
could  choose  among  jobs  the  com[->. 
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THE  SECRET  TO  INCREASED  PROFITS  AS 
DEMONSTRATED  BY  ORIGAMI. 


Olsten 


OFFERS 


FLEXIBLE 
WORKFORCE. 


Today  your  business  is  one  thing.  Tomorrow  it  could 
be  a  wiiole  different  animal.  Which  means  you  need  a 
staff  that  can  restructure  with  it.   Because  while  your 
employees  are  your  most  valuable  asset,  they're  also 
your  biggest  expense.  Olsten  has  the  solution:  flexibility. 
With  Olsten's  Flexible  Workforce^^  you  maintain  a  core  of 
full-time  workers.   Then,   depending  on  workload,  you  obtain 
additional  temporary  workers  from  Olsten  only  when  you  need 
them.  As  a  result,  your  company  is  always  at  its  leanest,  yet 
ready  for  anything.   Because  you're  never  understaffed  or 
overstaffed,  you  eliminate  the  enormous  expense  of  overtime. 
And  because  Olsten  is  the  employer,  you  save  on  benefits, 
record  keeping,   and  personnel  administration  as  well. 

So  make  Olsten  >Tour  partner  in 
profitability.  And  gain  from  the  innovative  think- 
ing that  separates  us  from  the  rest.   Find  out 
about  our  Partnership  Program.  You'll  see  that 

tleXlDllity      dOeSn  t     just      look     good      on      paper.  ©  1992 The Olsiencorporailon  primed m me USaeoem/f/HA' 


Boost 
your  bottom  line. 

CALL 
1-800-225-TEMP 


ami 

Temporary  Services 


THE     WORKING     SOLUTION' 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


MUTUAL  FUND  INVESTORS! 

TURN  TO  PAGE  181 
FOR  VALUABLE  IMFORMATIOM 
Oiy  MUTUAL  FUNDS 


Many  of  today's  leading  funds  use  the  FORBES  MUTUAL  FUNDS 
PORTFOLIO  to  make  their  prospectuses  available  to  readers.  Simply 
call  the  800  numbers  listed  in  the  section  or  mail  back  the  postage- 
paid  reply  card  provided. 

Dont  miss  this  easy  and  convenient  way 
to  get  the  mutual  fund  information  you  need. 


ny  posted  on  a  bulletin  board,  \\'ork( 
for  other  companies,  controlled  th 
hours,  got  paid  by  the  yard  rather  th 
by  the  hour,  negotiated  directly  wi 
customers  on  the  cost  of  extras  anfl 
were  at  risk.  They  stood  to  lose  if  th 
had  to  repair  defective  work. 

Incorporating  your  business  m 
help.  The  New  Jersey  Department 
Labor,  which  unsuccessfoUy  chase* 
the  carpeters  through  the  courts,  nevi 
er  e\'en  went  after  the  one  installoj 
doing  business  as  a  corporation.        1 

■  If  your  accountant  for  some  reasoi 
thinks  incorporating  is  not  a  goo( 
idea,  reinforce  your  sphere  of  inde 
pendence  by  filing  with  the  iRS  for  ai 
employer  identification  number 
You'll  need  a  form  SS-4.  Also  consid 
er  working  under  a  business  name. 

■  Work  under  a  written  agreemen 
that,  among  other  things,  specifies  i, 
can  be  terminated  without  cause  b 
either  part)'  on  30  days'  notice.  Th 
point  here  is  that  employees  oftei 
can't  be  fired  at  will.  Independen 
contractors  can. 

■  Bill  by  the  assignment  on  an  invoic 
you've  had  printed  on  your  owr 
Business  cards  identifying  you  as  in 
dependent  rather  than  a  compan 
representative  are  another  usefi 
piece  of  stationer}'  to  have  on  hand. 

■  Accept  no  medical,  pension  or  oth 
er  fringe  benefits.  Pay  your  own  Soci. 
Securit)',  Medicare  and  income  tn 
installments  directly.  Universit) 
Michigan  Professor  James  Reece  be. 
the  fetis  partly  because  it  was  clear  h 
recci\ed  no  fringes  for  outside  sem 
nars  designed  and  conducted  for 
center  founded  by  the  universit)'. 

■  Realize  that  many  of  the  "commo 
law"  tests  the  federal  and  state  aud 
tors  use  boil  down  to  questions  < 
control.  Freedom  to  come  and  go, ; 
work  at  your  own  speed,  with  yoi 
own  methods  and  no  super\'ision  ai 
all  ver\'  much  to  the  point.  It.alj 
helps  to  own  or  rent  office  space  aw . 
from  home. 

Look  at  the  Dallas  exotic  dancci 
They  worked  on  the  saloon  premis 
all  right,  but  were  definitely  not  en 
ployees  of  the  joint.  In  tact,  they  pa 
$20  to  $40  a  night  for  the  right 
work  there.  Their  compensatic 
came  not  from  the  barkeep  but  in  tli 
form  of  tips  from  the  customers, 
all,  another  small  triumph  of  cnte| 
prise  over  the  revenucrs. 
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'Tidelity  Stock  Funds 

Are  A  Sensible  Choice 

For  My  IRA. " 


At  Fidelity  Investments,  we  understand  that  today's 
investors  want  to  take  control  of  their  retirement  sav- 
ings. And  we've  strived  to  lead  the  way  in  offering  you 
the  tools  you  need,  including  a  complete  range  of 
mutual  funds  -  now  even  more  available  with  no 
sales  charge. 

Invest  No-Load  In  Over 
30  Fidelity  Stock  Fluids 

Most  investors  need  the  long-term  growth 
potential  of  equity  investments  for  at  least  a 
part  of  their  retirement  plan.  And  now,  you 
can  choose  from  over  30  stock  fonds 
with  no  sales  charge  \i1ien  you 
invest  directly  diroug^  cer- 
tain Fidelity  retirement 
plans.'  Tliat  means  you 
can  put  even  more  of 
your  money  to  work  with 
Fidelity's  expertise. 
From  conservative 
equity  choices  to  interna- 
tional growth  ftinds, 
Fidelity  offers  you  more 
no-load  ways  than  ever 
to  invest  for  retirement. 
Maybe  it's  time  you  took 
advantage  of  the  money 
management  skill  of  America's  largest 
stock  fimd  manager,  now  with  more  than  $65 
billion  in  equity  assets  under  management.  Call 
for  more  complete  details  of  this  exclusive  offer 


Now,  Tlie  Fidelity  No-Fee  IRA 


1.  Pay  No  Annual  Mutual  Fund 
IRA  Maintenance  Fee... 
Now  Fidelity  is  eliminating  the 
annual  maintenance  fee  on  each 
Fidelity  mutual  fund  IRA  account 
you  have  with  an  account  balance 
of  $S,(X}0  or  more.* 

2.  ...Or  Trade  Twice  And  Pay 
No  IRA  Fee 

H  you  trade  stocks  and  bonds 
in  your  Fidelity  Brokerage  IRA, 
we'll  waive  the  annual  IRA  mainte- 
nance fees  for  all  your  Fidelity  IRA 
accounts  if  you  make  two  or  more 
trades  annually.^ 


Fidelity 


Plus  These  Exclusive 
Fidelity  Services 

No  other  company  offers  you  the  same 
combination  of  service  and  iniformation 
devoted  to  helping  you  deal  with  today's 
retirement  issues.  •  Retirement  Spedalisfs 
for  specific  plan  questions  •Retirement 
Insights  newsletter  •  Consolidated  tax 
reporting  statement  for  easy  record- 
keeping •  24-hour  account  service. 

Call  for  a  free  copy  of  Fidelity's 
Common  Sense  Guide  To  Planning 
For  Retirement. 

\lsit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


investments' 

Common  sense.  Uncommon  results. 


4r 

Call  for  a  free  IRA  fact  kit  and  current  prospectus  with  more  complete  information  about  any  Fidelity  fund,  including  charges  and  expenses.  Read  the  prospectus  carefully  before 
you  invest  or  send  money.  Fidelity  Distributors  Corporation.  'Fidelity  Magellan  Fund,  Fidelity  New  Millennium  Fund  and  Fidelity  Select  Portfolios  are  excluded.  'Annual  IRA 
maintenance  fee  eliminated  for  mutual  fund  accounts  held  in  the  Fidelity  IRA,  Rollover  IRA,  SEP-IRA  and  SARSEP-IRA  with  an  account  balance  of  $5,000  or  more  at  the  time  the 
IRA  maintenance  fee  is  billed.  IRA  mumal  fund  accounts  with  balances  below  $5,000  will  be  charged  a  $  10  per  fund  annual  IRA  maintenance  fee.  For  the  Fidelity  Self-directed 
IRA,  Self-directed  Rollover  IRA,  and  Self-directed  SEP-IRA,  the  $20  annual  IRA  maintenance  fee  will  be  waived  if  one  of  more  Fidelity  fund  positions  held  in  the  IRA  has  a  bal- 
ance of  $5,000  or  more  at  the  time  of  the  IRA  maintenance  fet  Silling.  This  waiver  first  applies  in  1993,  and  is  based  on  trades  from  1 1/1/92  through  10/31/93.  This  waiver 
applies  whether  you  make  two  trades  in  one  retfrement  account  in  your  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  This  waiver  only  applies  to  FBSI 
customers  who  have  a  Fidelity  prototype  retirement  plan  with  an  FDIC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidelity  funds,  and  limited  partnerships  are  not 
included  in  this  offer.  Fidelity  Brokerage  Services,  Inc.  ("FBSI"),  l6l  Devonshire  Street,  Boston,  MA  02 110.  Member  NYSE,  SIPC.  CODE:  FORB/G EN  1/02 1593 


Out  of  a  young  Australian's  thwarted  ambitions  has 
risen  a  global  company  that  is  already  fourth  in  the  beer 
business.  Meet  Foster's  Brewing  Group. 

Soap  opera 
DoTm  Under 


By  Subrata  N.  Chakravarty 

Thh  plot  doesn't  resemble  Oliver 
Stone's  saga  of  Gordon  Gekko.  It's 
much  closer  to  an  old  Abbott  and 
Costcllo  slapstick  job.  But  it  does 
seem  to  have  a  happy  ending. 

Act  One:  An  Australian  Harold  Ge- 
neen,  John  Elliott,  5 1 ,  his  head  full  of 


ideas  picked  up  in  business  school, 
takes  an  obscure  food  company, 
makes  hundreds  of  acquisitions  and 
builds  Eltiers  l\l  Ltd.  (now  Foster's 
Brewing  Group  Ltd.)  into  Australia's 
largest  conglomerate,  with  revenues 
of  around  S14  billion  in  fiscal  1989, 


Former  Foster's  chief  executives  John  Elliott  (left)  and  Peter  Bartels 

One  created  Australia's  largest  conglomerate.  The  other  had  to  slim  it  down. 


which  ends  in  June.  Unlike  Harol 
Geneen,  whose  career  seemingly  in 
spired  his,  Elliott  builds  his  company; 
on  a  mountain  of  debt — some  $5.S 
billion  worth,  almost  double  thc^ 
shareholders'  equit}'  of  roughly  $3 
billion. 

Act  Two:  An  irate  board  ousts  El 
liott  as  chief  executive  and  appoints 
subordinate,  Peter  Bartels.  The  ne 
man,  the  tough,  no-nonsense  head  o! 
the  conglomerate's  beer  operations^ 
holds  a  fire  sale  of  nonbrewing  asse 
and  suspends  the  di\'idend  in  order  t 
reduce  ciebt. 

Act  Three:  Elliott,  who  remains  the] 
largest  stockholder  through  a  hea\  i 
leveraged  personal  holding  company] 
mounts  a  proxy  fight  to  win  bad 
control  or  at  least  force  Bartels  t( 
resume  the  di\idend.  The  Foster' 
stock  is  the  company's  principal  asset 
and  the  dividend  Elliott's  only  way  o 
ser\'icing  the  debt.  In  a  compromise 
the  Foster's  board  of  direc 
tors  agrees  to  the  creatioi 
of  a  stockholders'  watch 
dog  committee  operatin 
in  parallel  with  the  board 
but  excluding  Chief  Execu 
tive  Bartels. 

Act  Four:  An  outrage 
Bartels  quits.  His  successor 
an  able  career  brewer,  in 
sists  that  he  be  a  member  o 
the  stockholder  committci 
before  he'll  take  the  job 
The  stockholder  commit 
tee  never  meets  again. 

Act  Five:  In  June  199 
Broken  Hill  Proprietary 
Co.,  Ltd.,  Australia's  gian 
steel,  mining  and  ener 
company,  comes  onstag 
Broken  Hill  owns  som 
$750  million  in  preferre(| 
Stock  in  Elliott's  holdin 
company.  To  tiy  saKagin 
its  investment,  Broken  Hi 
buys  the  holding  compj 
n\''s  37%  stake  in  Foster' 
b\'  paying  off  the  banks  thj 
held  it  as  collateral  for  th 
company's  loans. 

Act  Six:  Philip  Morr 
(^os.'  Miller  Brewing  un 
buys  20%  of  Foster's  C^an 
dian  joint  venture  wit 
Molson  Cos.  Ltd.  Japan" 
Asahi  Breweries,  Ltd.  is  al 
read\'  a  minoritv  sharcholc 
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To  one  lender, 

home  ownership  is  an  article  of  faith. 


Countrywide  s  commitment: 

Deliver  the  American  Dream  to  more  families  than  ever  hefore. 


Angela  R.  Mozilo,  CEO,  CMB 


The  home  mortgage 
professionals  of 
Countrywide  are 
singularly  focused 
on  providing  more 
Americans  with  affordable  home  loans,  and  they've 
written  many  new  rules  of  the  game  to  get  it  done. 

Such  as  putting  loan  underwriters  on  the  front  line 
to  deal  dif  ectly  with  customers,  and  compensating 
loan  origination  staff  for  quality  and  service,  not  vol- 
ume. In  addition,  Countrywide's  new  House  America' ' 
program  offers  flexible  underwriting  and  counsel- 
ing for  low-to-moderate-income  families. 


Countrywide  has  become  America's  largest  home 
mortgage  lender  by  working  to  better  serve  home 
buyers.  A  broad  array  of  lending  programs  are 
offered  directly  through  convenient  local  branches, 
a  toU-free  national  telephone  service,  as  well  as  a 
network  of  other  financial  service  providers. 

To  learn  more  about  how  Countrywide's  home  mort- 
gage loan  programs  can  help  you,  your  employees 
and  your  business  call,  800  669-6655  ext.  5198. 

cauNTwn/innEm 

HOME  MORTGAGE  UDANS 


No       one       works       harder       to       deliver       the      American       D  r  e  a   m.' 


Foster's  Brewing  Group 


Edward  T.  Kunkel.  Foster's  Brewing  Group's  chief  executive,  at  a  brewery 
Breweries  exist  to  create  cash  flow,  not  just  to  malte  beer. 


er  in  Foster's. 

Who's  in  charge  around  here?  No- 
body seemed  to  know.  Not  only  did 
the  ship  seem  to  lack  a  captain,  it 
appeared  to  have  lost  its  entire  steer- 
ing apparatus.  Nevertheless,  the  ves- 
sel itself  is  otherwise  shipshape.  Fos- 
ter's, whose  brews  are  available  in  the 
U.S.  market,  is  the  fourth -largest 
brewer  in  the  world  and  has  the 
world's  onl)'  multinational  brewing 
operation. 

This  was  a  farce  that  might  have 
ended  as  tragedy  but  finally  has  a 
happy  ending — and  a  strong  captain 
at  the  helm. 

He's  Edward  T.  (Ted)  Kunkel,  the 
head  of  Molson  Breweries,  Foster's 
partnership  with  the  Molson  Cos. 
With  Broken  Hill  firmly  behind  him, 
Kunkel,  a  49-year-old  New  Zealand- 
er,  wrote  down  the  approximately 
S2.1  billion  in  nonbrewing  assets  that 
were  still  on  the  books  to  some  SI. 3 
billion.  Other  overvalued  properties 


were  also  written  down.  In  all,  Kunkel 
took  nearlv  SI  billion  in  charges  in 
fiscal  1992'. 

"We  want  this  company  to  be 
judged  on  its  brewing  units  going 
forward,"  Kunkel  says.  "You  have  to 
appropriately  provision  the  nonbrew- 
ing assets  so  that  you  don't  believe 
they're  going  to  impact  the  P&L  in  the 
future." 

To  shore  up  Foster's  finances,  Kun- 
kel raised  some  $700  million  in  new- 
equity  this  fall  with  a  special  rights 
issue.  Stockholders  would  get  the 
right  to  buy  two  shares  for  ever\'  five 
owned,  at  about  75  cents  per  share. 
By  exercising  its  rights.  Broken  Hill 
raised  its  stake  in  Foster's  further,  to 
almost  S2  billion,  for  shares  with  a 
current  market  value  of  roughly  SI  .2 
billion.  Asahi  exercised  only  half  its 
rights  and  saw  its  ownership  drop 
from  20%  to  16%  of  the  company. 
Philip  Morris  has  no  direct  stake  in  the 
Australian  parent. 


The     comic-opera    tur 
moil    largely    behind    hir 
and  the  slate  wiped  clean 
past  mistakes,  Ted  Kunkc 
is  set  to  make   Foster's 
bigger  player  on  the  worlc 
stage.  A  brewer  to  the  core 
with  25  years  in  the  busi^ 
ncss,  he  helped  turn  Fos^ 
ter's  Brewing  Group  fror 
an  obscure  regional  brewer 
in  the  Australian  state  of 
Victoria  into  a  multination- 
al  brewer,  which   has  thc| 
largest  market  share  in  Aus- 
tralia and  Canada  and  the  I 
second  largest  in  the  U.K. 
It  is  also  the  second-largestj 
importer    into    the    U.S.J 
where  it  has  big  plans  for  it^ 
partnership    with    Molsor 
Cos.  and  Miller  Brewing. 

As  recently  as  1980  the 
Foster's  brand  was  just  an- 
other name  among  dozens 
in  a  nation  known  for  its 
parochial,    regional    beer 
drinking    tastes.    How    roj 
turn  Foster's  into  a  nation  all 
brand?   Bruce   Siney,   now] 
Foster's   group   marketing] 
director,  came  up  with  an 
ingenious      scheme.      Hci 
would     establish     Foster's 
overseas  and  bring  it  back] 
to  the  rest  of  Australia  as  an 
international  brand. 

The  boomerang  ploy  worked  beau 
tifully.  "Foster's  was  taken  offshore 
and  brought  back  in  a  cachet  sense,'] 
recalls  Kunkel.  "Australians  still  hac 
parochial  brand  preferences,  but  tlH| 
moment  an  Australian  became  an  m] 
ternational  traveler,  he  adopted  thij 
Australian  brand  which  he  fouiKJ 
abroad."  By  the  mid-1980s  Foster':! 
had  become  the  dominant  branc| 
nationwide. 

The  marketing  strategx'  also  madi 
an  international  star  out  of  Paul  Hoi 
gan,  with  his  "It's  Australian  for  been 
mate"  commercials.  And  there  was  ail 
unexpected  dixidend:  Foreign  sales^ 
begun  as  a  marketing  ploy  for  tin 
home  market,  proxed  to  be  a  highl'^ 
profitable  \ehicle  for  further  growth] 
In  1986,  with  some  of  the  mone- 
borrowed  by  the  ambitious  John  FN 
liott,  Foster's  bought  Britain's  C^ouii 
age  Breweries.  In  1987  Foster's  enl 
tered  the  Canadian  market  by  acquit 
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NOW,  BRIDGE  THE  ATLANTIC 


ON  OUR  NONSTOP  FLIGHTS  FROM  NEW  YORK  TO  FRANKFURT 


OR  BRUSSELS,  THEN  ON  TO  SINGAPORE. 


\  \^ 


^  Fly  with  us  direct  from  New  York  to  Singapore  six  times  weekly  via  Frankfurt 
or  Brussels  on  our  exclusive  MEGATOP™  747-400s.  From  Singapore,  we  offer  immediate 
connections  to  major  cities  throughout  Southeast  Asia.  We  fly  across  five 

A  great  way  to  fly 

continents  on  the  world's  youngest,  most  modern  fleet.  SinGAPORE  AIRLinES 
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Foster's  Brewing  Group 


ing  Carling  O'Kccfc  Breweries  for 
around  S300  million.  Ted  Kunkel  was 
sent  out  to  run  Carling. 

C.arling  was  Canada's  third-largest 
brew  er,  with  20%  of  the  market.  Kun- 
kel approached  larger  rivals  Labatt 
and  Molson  about  acquiring  one  of 
them  but  was  rebuffed;  howe\'er, 
Molson  Cos.,  a  diversified  company, 
agreed  to  a  joint  xenture,  merging  its 
brewing  operations  with  Foster's  Car- 
ling O'Keefe.  Toda\'  the  joint  ven- 
ture, Molson  Breweries,  created  in 
1989,  has  52%  of  the  Canadian 
market. 

"The  synergies  between 
the  tvx'o  companies  were  al- 
most abnormal,  as  if  some- 
body had  planned  it,"  Kun- 
kel marxels.  For  example,  in 
Montreal  Molson  had  a 
ver\'  modern  and  efficient 
brewer)',  while  Carling's 
brewer\'  was  old.  In  Toron- 
to Carling  had  the  best  fa- 
cilities, while  Molson's 
brewer\'  on  the  waterfront 
had  great  \alue  as  real  es- 
tate. All  the  synergies  add- 
ed over  SI 50  million  to 
earnings  before  ta.xes  and 
interest. 

Between  fiscal  1990  and 
1992,  according  to  ANZ 
McCaughan  brewing  ana- 
lyst Terr\'  Povey,  Kunkel  in- 
creased Molson's  margins 
from  8.5%  to  13.9%  in  the 
midst  of  a  severe  recession. 

In  Britain,  too,  Foster's  ^^BB 
British  company.  Courage, 
was  plowing  ahead.  In  1991  Courage 
acquireci  the  brewing  operations  of 
Grand  Metropolitan  Pic,  making  it  a 
powerful  second  in  the  U.K.  It  also  set 
up  a  separate  joint  \enture,  Inntre- 
preneur,  to  manage  8,450  of  the  two 
companies'  own  pubs. 

Through  the  years,  Foster's  has 
show  n  a  remarkable  ability  to  main- 
tain an  amicable  relationship  with 
other  brewers.  In  the  U.K.,  for  exam- 
ple, Foster's  brews  both  Miller  and 
Budweiser — at  opposite  ends  of  the 
same  brewer)'.  In  Canada  the  Molson 
joint  venture  brews  Miller  and  Cx)ors. 
And,  although  Molson  is  a  rival  of 
Dutch  brewer  Heineken  N.V.  for  the 
U.S.  import  market,  Molson  brews 
and  distributes  Heineken's  Amstel 
brands  in  Canada. 


So  how  does  ail  this  translate  to  the 
bottom  liner 

In  fiscal  1992  Foster's  brewing  op- 
erations had  operating  income  of 
more  than  $400  million,  up  1 3%,  on  a 
9%)  increase  in  revenues,  to  about  S5.4 
billion.  Margins  on  the  brewing  oper- 
ations are  improving,  although  they 
are  less  than  half  those  of  A^iheuser- 
Busch  Cos.  and  only  slightly  better 
than  Miller's.  Clearly,  the  Foster's 
board  hopes  that  Kunkel  can  work  his 
Canadian  magic  with  the  rest  of  Fos- 
ter's operations.  Equally  clearly,  there 
is  plent)'  for  him  to  do. 


Sampling  of  Foster's  brews 

A  powerhouse  competitor  on  three  continents. 


In  the  U.K.  Foster's  has  lost  a  lot  of 
business  because  brewers  are  no  long- 
er permitted  to  use  as  man)'  of  their 
own  pubs  as  exclusive  captixe  outlets 
for  their  own  beers.  In  Australia  Fos- 
ter's is  in  a  price  war  for  market  share 
that  has  eroded  its  margins.  Distract- 
ed b)'  the  corporate  infighting,  Fos- 
ter's lost  some  market  share  and  is 
tr)'ing  to  regain  it.  But  price-cutting 
goes  ver)'  much  against  Kunkel's 
grain.  "I'm  not  a  discounter,"  he 
says.  "I'm  a  brand  builder." 

So  Kunkel  is  likely  to  focus  on 
cutting  costs  and  improving  market- 
ing as  means  of  restoring  profit  mar- 
gins, rather  than  using  price  as  a  weap- 
on. He  says:  "The  thing  that  \'ou  can 
do  in  poor  times  is  effect  changes  in 
structural  costs  that  are  not  as  easv  to 


do  in  good  times." 

Meanwhile,  in  Canada  there  is  the 
recent  alliance  with   Philip   Morrisj 
Last  month  Miller  announced  it  had 
agreed  to  purchase  20%  of  Molsoc 
Breweries  for  S273  million  plus  tN 
net  book  value  of  Molson's  U.S.  as-l 
sets.  It  will  take  over  the  distribution! 
of  the  joint  venture's  products  in  the] 
U.S.,  giving  it  far  greater  reach  in| 
domestic  markets. 

B\'  gix'ing  it  additional  brands,  th^ 
mo\'e  will  also  help  Miller,  whos 
market  share  has  stagnated  during  the 
past    decade;    industr)'    leader    An- 
heuser-Busch  has   stead  11 
pulled  away  and  currentKj 
has  double  Miller's  share. 

Miller's  move  raiscJi 
some  intriguing  possibili- 
ties. Within  the  last  twcij 
months,  the  company  hail 
bought  stakes  in  the  largesi 
brewers  in  Canada  antl 
Mexico.  Miller  President 
John  MacDonough  ha| 
said  the  company  would 
moxe  aggressi\ely  t(| 
strengthen  its  international 
business.  Its  parent,  Philin 
Morris,  is  brimming  witlj 
cash;  it  has  estimated  it  w  il 
generate  S21  billion  in  casl 
in  excess  of  internal  nccdi 
between  1992  and  the  eni 
of  1996,  and  has  lots  mord 
in  borrowing  power.  It  ij 
ob\'iously  ripe  to  make  ar 
acquisition. 

Could  Foster's  be  it) 
With  a  current  market  capi  j 
talization  of  $3  billion  (traded  in  the, 
U.S.  as  APRS),  Foster's  would  be 
fairly  cheap  acquisition.  With  that  sinj 
gle  moN'e,  Miller  Brewing  woukl 
make  up  a  lot  of  ground  on  Anheuserl 
Busch,  besides  putting  itself  year! 
ahead  of  its  rival  in  global  penetrationl 
For  the  first  half  of  fiscal  199.| 
(through  December),  Foster's  is  c\| 
pected  to  announce  slightly  low  el 
sales  and  brewing  income,  reflecrini 
the  worldwide  recession.  But  thai 
down  blip  does  little  to  lessen  th 
company's  powerful  position  in  th( 
international  beer  market.  The  peoplj 
at  Australia's  Broken  Hill  made 
smart  mo\e  when  they  seeminglj 
threw  good  money  after  bad  t{ 
strengthen  their  stake  in  this  oncj 
troubled  Australian  company. 
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ie  Financial  Strength  of  The  Guardian 
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FORTUNE'  magazine  rates 
The  Guardian  Life  Insurance 
Company  of  America,  for  the 
second  time,  ahead  of  every 
other  major  insurance  company 
in  an  impiortant  category. 

First,  it  was  Financial  World  magazine  that  gave 
The  Guardian  top  honors  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more. 
Now  FORTUNE  magazine,  in  a  recent  article, 
has  recognized  The  Guardian  again  as  the  #1 
insurance  company  of  the  50  largest  in  America 
based  on  net  income  as  a  percent  of  assets.  And 
that's  a  major  factor  in  determining  an  insurer's 
financial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year.  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 
Adjusted  Costs  at  ages  25,  35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history.  This 
financial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A -h -I-  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance, 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products,  or 
Asset  Management*. 


50  LARGEST  LIFE  INSURANCE  COMPANIES         caii  i-80o-662-ioo6. 
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LIFE  INSURANCE  COMPANY 


NET  INCOME 
AS  %  OF  ASSETS 
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W  The  Guardian' 

The  Intelligent  Choice" 

Since  1860 

•Equity  products  are  offered  througfi  Guardian  Investor 
Services  Corporation";  a  w^hoiiy-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company. 

©1993  The  Guardian  Life  Insurance  Company  of  America 
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ConneitUut: 

The  State  ThafThinks 

Like  A  Business. 

Running  a  business  today  is  tough  work.  The  lost 
things  a  business  owner  needs  ore  bureaucratic  walls 
to  get  around,  a  tangle  of  regulations  that  sap  dollars 
from  the  company's  bottom  line. 

Connecticut  knows  the  kind  of  obstacles  businesses 
face  and  has  taken  dramatic  steps  to  knock  down 
those  walls.  First,  Connecticut  bit  the  bullet  and  bal- 
anced its  state  budget.  No  longer  will  the  state  use 
regulations  as  a  club  to  drum  up 
income.  Instead,  the  state  legislature 
created  a  fair,  equitable  tax  system  that 
doesn't  punish  business. 

To  dispense  with  the  credit  barrier,  the 
state  established  a  billion-dollar  loan 
and  loan -guarantee  program — $200 
million  in  state  funds  which  leverages 
$800  in  bank  money — to  bring  new 
businesses  into  the  state  and  expand 
companies  already  there. 

Then  the  state  took  on  its  own  bureau- 
cracy, streamlining  the  process  by 
which  businesses  get  up  and  running. 
Businesses  now  deal  with  different  state 
agencies  through  one  contact  person. 
They  get  fast-track  movement  through 
the  permitting  process.  And  they  can 
tap  into  a  wealth  of  programs,  from  job 
training  to  export  assistance. 

With  those  obstacles  out  of  the  way, 
businesses  can  now  enjoy  the  assets 
that  have  traditionally  made  Connecticut 
a  superior  place  to  do  business:  its  highly  trained  work 
force,  its  ready  access  to  the  growing  international  mar- 
kets, and  its  incomparable  quality  of  life. 

Banking  on  Conne<tiwt's  Brain  Power 

High-tech  companies  large  and  small  have  flocked 
to  Connecticut  to  set  up  their  operations.  Here's  why: 

•  the  state  ranks  fourth  in  the  nation  for  people  with  a 
college  education; 

•  it  ranks  eleventh  for  number  of  scientists  and  engi- 
neers in  the  work  force; 

•  it  ranks  second  in  the  number  of  people  holding 
patents,  more  than  double  the  national  average.  . 


Nick  Perna,  chief  economist 
Shawmut  National  Corporation 


Special  Advertising  Supplemer 

Connecticut  workers  are  not  only  talented  and  well- 
trained,  but  highly  productive.  And  the  state  has  invest- 
ed in  this  strength  through  innovative  partnerships  with 
the  business  and  academic  communities.  Per  capita, 
Connecticut  ranks  sixth  in  the  nation  in  R&D  expendi- 
tures at  universities.  • 

Conne€ti€ut's  Glottal  Vision 

Connecticut  has  positioned  itself  to  compete  vigorou; 
ly  in  the  global  markets.  The  state  leads  the  nation  in 
the  export  of  manufactured  goods  per  capita.  Overall, 
exports  are  growing  at  a  rate  of  10%  per  year. 

Connecticut  paved  the  way  ten  years  ago  for  this 
explosion  of  grov\4h  by  a  bold  investment  in  its  infra- 
structure. Today,  Connecticut's  expressways  and  high- 
ways, its  ports  and  airports,  its  rail  lines 
and  telecommunications  systems  are 
among  the  most  modern  and  well  main 
toined  in  the  U.S.  No  wonder  that  mor^ 
than  100  U.S.  and  international  com 
ponies  have  set  up  regional  distribution' 
centers  in  Connecticut. 

Companies  desiring  to  enter  interna 
tional  markets  will  have  a  leg  up  in 
Connecticut.  The  state's  aggressive  nev\ 
international  program  provides  counsel' 
ing  on  everything  from  markets  to  docu 
mentation  to  shipping. 


"Connettiwf  is  poised  for  flie 
fufure.  They've  reduted  ffre 
business  tax  burden,  balanted 
their  budget,  maintained  their 
(redit  rating  and  introdwed 
one  of  the  most  innovative  pro 
grams  in  the  (ountry  to  ease 
the  (redit  trumh" 
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Oood  Things  Come  in  Small 
Patkages 

Every  state  talks  about  its  quality  of 
life.  But  what  does  that  mean?  In 
Connecticut,  quality  of  life  means  an 
opportunity  to  take  a  class  at  a  world 
class  university  like  Yale  or  Trinity  or 
University  of  Connecticut.  It  means 
enjoying  a  dramatic  production  at  one 
of  the  nation's  top  regional  theaters.  It  means  superior 
public  and  private  schools  for  children  and  high  qualif 
yet  affordable,  health  care. 

Quality  of  life  also  means  a  temperate  climate,  four 
seasons  and  striking  geography.  It  means  hunting,  fish 
ing,  skiing  and  hiking,  all  within  easy  reach.  "I  can  g^ 
off  work  at  5:00,  and  by  5:30,  I'm  out  on  the  Sound 
chasing  lobsters,"  says  James  F.  Crowe,  executive  vice 
president  at  United  Illuminating,  one  of  the  state's  utilitie 

Whatever  one's  definition,  quality  of  life  combines 
with  Connecticut's  other  assets  to  produce  the  perfect 
climate  for  business.  Learn  more  about  the  State  That 
Thinks  Like  a  Business.  Call  1-800-392-2122. 
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'To  Attract  Business, 
Ydu Ve  Got  lo  Think  Like  One. 


Connecticut  wants  your  business.  You've  told  us  what  you  need.  We've  got 
it  —  and  then  some. 

First,  we've  balanced  our  budget  and  ended  the  fiscal  year  with  a  surplus. 
•And  we  did  it  all  with  an  equitable  tax  structure,  not  by  breaking  the  back  of  business. 

Next,  our  legislature  passed  one  of  the  most  aggressive  business  incentive 
packages  in  the  country,  including  a  billion-dollar  loan  and  loan -guarantee  program. 

We  have  one  of  America's  most  highly  skilled  work  forces.  They've  worked 
on  everything  from  jet  engines  and  biotechnology  to  MIS  systems  for  financial  giants. 

You  want  to  become  more  globally  competitive.  Connecticut  is  America's 
number-one  exporter  per  capita  of  manufactured  products. 

We've  invested  $7.5  billion  in  highways,  airports  and 
ports.  Yoi^  can  capitalize  on  a  high-speed  fiber-optic  telecommu- 
nications network. 

We'll  show  you  fully  developed,  prezoned  industrial 
parks  in  prime  locations.  Call  our  Department  of  Economic 

Development  at  1-800-392-2122  for  a  free  CONNECTICUT 

brochure.  You'll  like  the  way  we  think.  The  State  That  Thinks  Like  A  Business. 


:«r.j- 


Billionsof  dollars  in  stock  market  value  ride 

on  Wolfgang  Schmitt's  ability  to  keep  Rubbermaid 

growing  the  way  Stanley  Gault  did. 

Okay,  call  me 
a  piredatoi' 


By  Seth  Lubove 


Wolfgang  Schmitt,  Rubbermaid's  new  chief  executive 

"Where  is  it  written  that  garbage  cans  can't  be  fashionable?" 


As  A  HIGH  sc;ho()L  track  star  at  Smith- 
ville  (Ohio)  High  School,  Wolfgang 
Schmitt  set  a  school  record  for  the 
180-yard  low  hurdles  that  still  stands 
31  years  later.  Fit  and  intense  at  48, 
Schmitt  is  trv'ing  to  get  Rubbermaid 
Inc.  over  some  tough  hurdles. 

Founded  in  the   1920s  as  a  toy- 
balloon  maker,  Wooster,  Ohio-based 
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Rubbermaid  is  one  of  the  business 
world's  recent  success  stories.  Stanley 
Gault,  son  of  Rubbermaid's  first  gen- 
eral manager,  left  a  fast-track  job  at 
General  F>lectric  to  take  over  as  Rub- 
bermaid chief  executive  in  1980,  and 
turned  a  faltering  little  company  into 
a  $1 .8  billion  ( 1992  sales)  business. 
Rubbermaid's  return  on  equity  has 


averaged  20%  in  recent  years,  aiij 
without  benefit  of  capital  leverage  i 
the  form  of  debt.  It  enjoys  a  mark( 
capitalization  of  $5  billion — nearl 
three  times  re\enues. 

Gault  made   Rubbermaid  such 
household  name  that  four  years  a 
consumers  thought  it  was  the  numb 
two  maker  of  dishwashing  glo\'es  e\  ei 
before  it  made  the  gloves. 

Gault  went  on  to  head  Goodxc 
Tire  &  Rubber  Co.,  handing  the  rei 
in  1991  to  Walter  Williams,  58.  B 
Rubbermaid's  earnings  grow 
slowed  in  1991  from  the  usual  15 
Williams  resigned  unexpectedly 
No\'ember,  trailed  by  nast)'  newsp; 
per  articles  that  accused  him  of  steei 
ing  contracts  to  cronies.  The  chargi 
are  hotly  denied  by  Williams  and  t 
company.  Schmitt  says  that  Willia 
quit  for  "personal  reasons"  and 
spend  time  with  a  brood  of  t( 
grandchildren. 

Nevertheless,  the  rumors  and  t 
slowdown   in   earnings  growth   tar 
nished    Rubbermaid's    image.     1  hij 
stock,  which  sold  as  high  as  37-^^  in 
Januar\'  1992,  dipped  as  low  as  2r. 
before  returning  to  a  recent  31  Vs.      j 

To  restore  confidence,  Ga 
stepped  back  in  as  cochairman,  whi 
keeping  his  full-time  job  as  chief  exc 
utive  of  Goodyear.  Schmitt,  who  h 
been  chief  operating  officer  undi 
Williams,  became  cochairman  .\n 
chief  executive  officer.  Gault  is  woi 
ing  only  part  time,  so  the  task 
steering  the  company  falls  to  Schmitt 

Schmitt  will  have  to  do  more  tlu 
just  restore  Rubbermaid's  imagi 
With  the  recession  pinching  consun 
ers'  incomes,  Rubbermaici  is  losini 
more  sales  to  cheaper,  nonbrandei 
goods  made  overseas. 

At  the  same  time,  ha\'ing  saturate 
the  kitchen  with  such  ubiquitous  plaj 
tic  creations  as  Servin'  Saver  foo 
containers  and  Chef  Spagher 
Scoops,  Rubbermaid  must  find  nc 
markets.  It  is  now  going  after  the  re  ; 
of  the  house,  the  backyard  and,  iarel' 
the  office.  Rubbermaid  has  also  e:: 
panded  overseas,  where  it  hopes  t 
garner  25%  of  its  sales  l->>'  2000,  u 
from  15%  now. 

Schmitt    faces    an    odd    problem 
Their  quality  is  so  high  that  Rubhe 
maid  products  infrequently  nci:i\  r 
placing.  So  the  company  must  dcpci 
on    new    products — and    new    ma 
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In  72  Hours,^Ve'll  Make 

You  Look  Like  VouVe 

Been  In  Business  10  Years 
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Wnetner  you're  starting  a  new  business  or  moving  to  a  new  location,  our  trained  consultants  can  solve 
ir  pronlems.  Witn  just  one  quick  pnone  call,  Cort  can  give  your  business  tne  look  or  success  it  deserves. 


COPT 

FURNITURE  RENTAL 


^u  Handle  The  Business.  ^(^'11  Handle  Tne  Furniture™ 

Call  today  for  the  Cort  Showroom  near  you;  1-800-Q62-CORT.  Over  75  home  ana  office  showrooms  from  coast  to  coast. 

In  Houston,  operated  as  ringer  Furniture  Rental  ana  in  New  Orleans,  operated  as  Weiner-Cort  Furniture  Rental. 
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Rubbermaid 


kets — for  growth.  Schmitt  says  he 
wants  to  add  a  new  market  segment 
e\'er\'  12  to  18  months. 

It's  a  tough  job  but  not  undoable. 
"We're  literally  limited  by  our  imagi- 
nation," Schmitt  boasts.  Over  30%  of 
Rubbermaid's  sales  come  from  prod- 
ucts introduced  within  the  past  five 
years.  To  keep  copycats  at  bay,  Rub- 
bermaid does  no  market  testing;  it 
woulci  give  others  too  much  time  to 
look  at  and  knock  off  the  ne\\'  prod- 
uct. Instead  it  uses  focus  groups  to 
identif\'  needs.  Then  it  develops  a 
product  and  rolls  it  out. 

One  example:  Rubbermaid  de- 
signed a  step  stool  with  a  toolbox 
fitted  in  the  top  step  to  reduce  the 
need  for  storage  space.  Whereas  the 
rule  of  thumb  is  that  90%  of  new 
consumer  products  fail,  90%  of  Rub- 
bermaid's new  products  succeed.  Last 
year  Rubbermaid  axeraged  a  new 
product  even'  day,  a  record  Schmitt 
wants  to  surpass. 

Rubbermaid  counts  hea\'ily  on  a 
new  generation  of  computer-aided 
design  (c,\D)  workstations  so  ad- 
vanced that  they  reduce  new  product 
design  time  from  months  to  days. 

Schmitt  turns  reticent  when  asked 


LEFT: 

Stanley  Gault, 
former  Rubber- 
maid chairman 
Back  temporari- 
ly, and  part  time, 
to  restore  confi- 
dence and  smooth 
the  transition. 
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for  more  details;  competitors  have  big 
ears  and  big  eyes.  But  essentially  the 
workstations  enable  Rubbermaid  to 
go  directh'  from  rough  sketches  to 
finished  product  in  weeks  rather  than 
months.  "We're  moving  from  se- 
quential   to    simultaneous    design," 


RIGHT: 

Roughneck 
step-stool  toolbox 
An  average  of  a 
new  product  a  day,  | 
but  no  market 
testing. 


says  Thomas  Hanna,  manager  oti 
product  development  for  the  Home 
Products  Division.  "We're  ultimately, 
able  to  reduce  cycle  time,  decrease 
duplication  of  efibrt  and  reduce  er- 
rors." Reducing  the  cycle  time  is  criti- 
cally important:  Rubbermaid  has  the 


There's  a  meeting  in  New  York  at  10  and  San  Diego  at  10:30,  plus  they  need  you  in  Atlanta  at  11,  L.A.  at  11:15  so  maybe  you'cj 


J 


market  to  itself  for  longer  before 
cheaper  knockoffs  appear,  and  it  can 
respond  to  new  market  opportunities 
faster. 

Schmitt  plans  to  convert  the  whole 
company  to  the  new  cads  this  year 
from  an  older  system.  This  means 


writing  off  a  big  investment  in  old  CAD 
systems. 

.  "For  us  to  be  successful,  we  have  to 
rein\'ent  ourselves  continuously," 
Schmitt  says.  "If  we  don't,  our  profit- 
generating  capacity  will  diminish." 
The  reinventing  can  be  expensive: 
Rubbermaid  once  spent  $1  million 
just  to  retool  an  ice  cube  tray  in- 
jection-molding machine  so  that  it 
could  accommodate  a  new  kind  of 
plastic  that  makes  it  easier  to  remove 
the  ice  cubes. 

Filling  Stanley  Gault's  shoes  isn't 
easy,  as  Walter  Williams  learned.  But 
Schmitt  is  up  to  the  task.  Born  in  1944 
in  war-torn  Germany,  he  came  with 
his  parents  after  the  war  to  bucolic 
Smithville,  only  5  miles  from  Rubber- 
maid's  offices.  Still  fluent  in  German, 
Schmitt  joined  Rubbermaid  in  1966 
as  a  management  trainee,  straight  out 
of Westenille,  Ohio's  Otterbein  Col- 
lege, a  Methodist  institution.  He 
moved  through  a  series  of  manage- 
ment jobs,  including  director  of  re- 
search and  development  for  Flome 
Products,  and  to  executive  vice  presi- 
dent in  1987. 

Despite  his  small-town  back- 
ground— or  maybe  because  of  it — 


he's  imaginative  as  can  be  when  it 
comes  to  marketing.  For  instance,  he 
asked  his  designers  a  few  years  ago 
why  garbage  cans  must  be  made  only 
in  chocolate  and  olive  green.  Why  not 
blue?  "I  said,  where  is  it  written  that 
garbage  cans  can't  be  fashionable?" 
Schmitt  recalls.  Rubbermaid  now  sells 
more  blue  garbage  cans  than  any  oth- 
er color.  A  collector  of  Southwest 
Indian  artifacts,  he  steered  Rubber- 
maid into  making  things  in  trendy 
Southwest  colors  such  as  terra-cotta 
and  turquoise  blue. 

It  takes  a  tough  man  as  well  as  an 
imaginative  one  to  run  a  tough  busi- 
ness like  this,  and  Schmitt  fits  the  bill. 
An  aggressive  tennis  player  with  a 
killer  sen'e,  he  just  smiles  when  he's 
reminded  that  competitors  accuse 
him  of  predatory  behavior — defined 
in  this  case  as  consistently  beating 
them  to  market.  "If  our  competitors 
think  that,  I  take  it  as  flattering,"  he 
says.  "We  love  the  free  enterprise 
system.  We  live  in  a  system  where  the 
making  of  a  profit  is  ethically  legiti- 
mized because  the  consumer  is  re- 
warded with  better  value.  Yes,  I  love  it 
if  they  call  me  a  predator  for  those 
reasons."  ^M 


dter  call  1-800-446-8820  and  find  out  about  Hitachi's  VideoConferencing  System  before  you're  pulled  in  yet  another  direction. 


Each  unit,  less  than  $15,000.  Includes  VideoConferencing  System,  camera,  buik-in 
international  standards,  fax/PC  interface.  Network  connections  and  other  extras,  are  extra. 
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A  new  accounting  rule  makes  financial  statements 
difficult  to  compare— and  gives  managements 
a  new  way  to  massage  earnings. 

Read  those  footnotes ! 


By  Roula  Khalaf 

Hidden  rhshrxes,  which  allow  man- 
agements to  smooth  out  reported 
earnings,  are  making  a  quiet  come- 
back. Their  vehicle:  the  Financial  Ac- 
counting Standards  Board's  new 
Statement  109,  which  tells  companies 
how  to  account  for  tax  credits.  Some 
companies  ha\e  already  adopted  the 
new  rule,  but  most  will  adopt  it  by  the 
first  quarter  of  1993. 

Suppose  that  as  the  result  of  a  big 
restructuring,  a  company  generates  a 
SI  billion  loss.  For  tax  purposes, 
losses  can  be  carried  forward  for  15 
years.  Assuming  the  company  makes 
money  after  the  restructuring  and 
pays  taxes  at  the  full  corporate  income 
tax  rate  of  34%,  that  SI  billion  loss 
could  save  the  company  $340  million. 

The  accounting  question  is:  When 
and  ho\\'  should  the  company  account 
for  that  potential  tax  savings? 

According  to  the  fasb's  Statement 
109,  managements  must  peer  into  the 
fijture.  If  management  believes  it  is 
"more  likely  than  not"  that  the  com- 
pany will  generate  enough  earnings  in 
the  future  to  warrant  the  use  of  the 
credits,  then  the  company  must  book 
the  \alue  of  the  tax  credit  as  income 
immediately,  and  label  the  earnings 
infusion  as  a  one-time  accounting 
change. 

What  if  management  isn't  so  sure 
about  future  earnings?  Then  State- 
ment 109  tells  the  company  to  set  the 
tax  credit  aside  in  a  reserxe.  This 
reser\'e  can  be  dipped  into  in  fiiture 
years  at  management's  discretion — 
and  thus  could  be  used  to  offset  earn- 
ings disappointments. 

Companies  looking  to  set  up  tax 
credit  reserxes  won't  encounter  much 
resistance  from  their  auditors.  That's 
because  Statement  109  gives  manage- 
ments a  great  deal  of  latitude  as  to  the 
outlook  for  future  earnings.  "The 
'more  likely  than  not'  provision  is 


perhaps  the  most  judgmental  clause 
in  accounting,"  says  Ernst  &  Young 
partner  Norman  Strauss. 

Statement  109  certainly  won't 
make  it  easy  to  compare  companies' 
financial  statements.  Consider  how 
computer  systems  maker  Unis\'s 
(1992  revenues,  S8.4  billion)  and  in- 


Companies  to  watch 

Company 

Net  operating 
loss  carryforward* 
($millions) 

Armco 

$1,031 

Black  &  Decker 

596 

Data  General 

490 

Michigan  National  Corp 
Occidental  Petroleum 

215 
990 

Penn  Central 

940 

PHM  Corp 
Southland  Corp 
Temple-Inland 
Wang  Laboratories 

638 

916 

598 

1.800 

'For  financial  reporting.  Numbers 

as  of  nnost  recent 

fiscal  year  available. 

All  these  firms  have  large  operating 
loss  carryforwards  that  can  reduce 
taxes  in  future  earnings  periods. 


formation  semces  provider  Ccridian 
(estimated  1992  revenues,  $825  mil- 
lion) are  following  the  new  rule. 

As  a  result  of  its  1991  restructuring, 
Unisys  is  sitting  on  tax-loss  carr^'for- 
wards  that  could  save  it  up  to  $500 
million  (about  $3  a  share)  in  taxes. 
Unisys  management  believes  the 
earnings  outlook  is  reasonably  bright; 
therefore  Unisys  will  book  most  of  its 
tax  credit  as  income  up  front.  The 
company  recently  said  it  will  record  a 
one-time  gain  of  between  $325  mil- 
lion and  $425  million  in  its  quarter 
ending  Mar.  3 1 .  The  remainder  of  the 
credit  will  most  likely  go  into  a  reser\e 


and  could  be  taken  into  income  slow- 
ly, over  the  next  several  years. 

Now  look  at  Ceridian,  which  is  t 
successor  company  to  the  moneylo: 
ing  computer  systems  maker  Control 
Data.  Last  year  Ceridian  spun  off  it 
unprofitable  operations,  leaving  i 
with  a  profitable  core  business  in  in 
formation  ser\'ices — and  tax  credit 
worth  over  $450  million,  abou 
S10.60  a  share.  Ceridian  will  book  it 
$450  million  tax  credit  as  a  reser\e; 
and  take  a  fresh  look  at  the  reservi 
after  several  profitable  years. 

Result:  Unisys'  reported  net  in 
come  will  get  a  big,  nonrecurrin 
infiision  this  year.  Ceridian's  afterta 
earnings  will  get  nothing  this  year  bu 
could  instead  enjoy  a  steady  stream  o\ 
infusions  in  the  future — assuming,  c 
course,  Ceridian  makes  money. 

Not  all  companies  will  rush  to  se 
up  reserves.  Those  tning  to  built 
their  capital  accounts — banks,  for  e\ 
ample — will  attempt  to  recognize  o 
much  of  a  gain  as  possible  early;  moj 
of  the  gain  will  flow  into  the  balan 
sheet  as  retained  earnings.  Other 
faced  with  huge  charges  against  earr 
ings  to  fund  reserves  for  retiree  healt 
benefits,  will  also  want  to  book  bi' 
gains  immediately  to  mitigate  tH 
negative  impact  of  these  charges  o 
equity.  But  other  companies  will  sc 
up  reser\'es  and  use  the  reser\'cs  t 
offset  unwelcome  charges — or  simp 
to  make  a  particular  quarter's  can 
ings  look  better. 

"With  Statement  109,  accountin 
rulemakcrs  have  created  an  incrcdib 
earnings  management  tool,"  charge 
Shearson  Lehman  Rrothers  tax  ai 
accounting  expert  Robert  Wilier 
"This  resene  is  a  mass  with  which  vc 
can  do  whatever  you  want." 

Morale:  Starting  next  month,  re; 
those  income  tax  footnotes  cxt 
carefullv. 
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The  difference  between  worldwide  and  worldwise 


A  passion  for  perfection. 


Lufthansa 


;; 


For  more  information  and  reservations  call  1-800-645-3880  or 
see  your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 
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Super  Food  Services'  Jack  Twyman 
thought  he  was  immune  to  the 
changes  sweeping  the  food  wholesaling 
industry.  Then  Albertson's  pulled  the  plu| 

Dinosaur.^ 


By  Toddi  Gutner 

Put  Basketball  Hall  of  Famer  Jack 
Twyman  on  the  court  toda\'  and  he 
would  be  more  than  a  little  out  of  his 
depth.  Basketball  has  changed  since 
Twyman  was  a  star  forward  for  the  old 
NBA  Cincinnati  Royals,  from  the  mid- 
Fifties  to  the  mid-Sixties.  For  exam- 
ple, players  can  no  longer  hang 
around  the  basket  waiting  for  a  pass  to 
slam-dunk  the  ball. 

Twyman's  industry,  food  wholesal- 
ing, has  changed,  too.  But  Twyman 
isn't  doing  a  ver\'  good  job  of  adapt- 
ing to  the  changes.  As  a  result,  the 
company  he  has  run  since  1972,  Day- 
ton, Ohio-based  Super  Food  Senices, 
Inc.,  is  threatened  with  extinction. 

Last  year  Twyman's  largest  cus- 


tomer, Boise,  Idaho-based  Albert- 
son's, Inc.,  ended  an  18-year  relation- 
ship with  Super  Foods.  Losing  Al- 
bertson's cost  it  34%  of  its  S 1 .8  biUion 
in  total  revenues  in  a  single  stroke. 
Losses  for  the  fiscal  year  ending  last 
August  came  in  at  55. 5  million  (51 
cents  a  share),  compared  with  1991's 
net  income  of  S12.2  million. 

Obsenes  an  executive  at  one  of 
Super  Foods'  competitors:  "Twyman 
thought  Super  Foods  was  insulated 
from  the  industry'  trend,  and  specifi- 
cally .\lbertson's  plan,  toward  self- 
distribution."  But  as  managers  of 
businesses  in  dozens  of  industries  are 
finding,  no  one  is  safe  from  change. 

Losing  Albertson's  came  as  a  com- 


Jack  TY/yman.  Super  Food  Services'  chairman  and  chief  executive 
"Our  philosophy  was  to  remain  a  food  wholesaler." 


plete  surprise  to  Twyman.  It] 
shouldn't  have.  Food  retailers  operate! 
on  razor-thin  margins.  To  fatten! 
them  up,  Albertson's  and  other  big| 
grocers  have  for  years  been  building  i 
their  own  supply  networks  and  cut- 
ting out  wholesalers  like  Super  Foods. 

•  Other  big  w  holesalers  ha\e  adapted 
to  this  trend.  For  example,  the  na- 
tion's largest  food  wholesaler,  Min- 
neapolis' SI 5  billion  (sales)  Superxaluj 
Inc.,  now  does  much  of  its  business 
with  small,  independent  grocers,  and 
has  developed  several  chains  with  a] 
total  of  260  retail  grocer\'  stores. 

Why  didn't  Super  Foods  do  like- 
wise.- '\\lbertson's  didn't  w  ant  us 
to,"  replies  Twyman.  "Our  philoso- 
phy was  to  remain  a  food  wholesaler 
and  not  go  into  competition  with  our 
customers,  and  I  think  the\'  appreciat- 
ed it."  But  not  enough  to  restrain 
Albertson's  from  going  into  competi- 
tion with  Super  Foods. 

TwA'man  should  ha\'e  heard  a  pen- 
ny drop  in  1989,  when  Albertson's 
began  to  phase  out  Fleming  Cos., 
another  big  food  wholesaler.  That 
phaseout  w  ould  Iea\'e  Super  Foods  as 
Albertson's  only  significant  outside 
supplier  in  the  U.S.  (in  the  important 
Florida  market,  where  Albertson's 
then  had  66  stores). 

Another  penny  dropped  in  1991 
when  Warren  McCain,  Albertson's 
chairman  and  chief  executi\e  for  14 
years,  retired.  Twyman's  friend  and 
golfing  partner,  McCain  probably 
would  have  continued  doing  business 
with  Super  Foods.  But  McCain's  suc- 
cessor, Gar\'  Michael,  was  determined 
to  accelerate  Albertson's  plan  to  elim- 
inate its  middlemen.  With  many 
stores  in  Florida,  Michael  had  plenty 
of  reason  to  move  quickly  in  the  state. 

Why  didn't  T\\ yman  pay  closer  at- 
tention to  the  warning  bells.'  Perhaps 
his  earlier  successes  cominced  him 
that  he  could  sunixe  where  other 
\\  holesalers  w  ere  failing. 

His  record  was  indeed  impressive. 
In  the  earlv  1980s  Twyman  invested 
heavily  in  technology  and  made  Super 
Foods  into  a  much  more  efficient  and 
profitable  company.  Super  Foods' 
margins  grew  from  0.3%  in  1982  to 
1  %  in  1 990,  and  net  income  rose  from 
S3. 6  million  to  S17.2  million,  in 
creasing  earnings  per  share  nearly  fi\  c 
times,  from  34  cents  a  share  to  S 1 .60. 

The  stock  peaked  at  22  a  share  in 
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Now  corporate  America  can  count 
on  a  whole  new  name  for  performance. 

PNC  Bank. 


For  the  past  10  years,  PNC 
Financial  Corp  has  been  a  leading 
provider  of  financial  services  to 
businesses  and  households,  but  has 
hardly  been  a  household  name. 

We'd  like  that  to  change. 

So  today,  as  a  single  banking 
company  we  will  take  a  single  name. 
PNC  Bank. 

A  banking  company  that,  some 
may  be  surprised  to  learn,  has 
grown  in  diversity  and  size  to  more 
than  $50  billion  in  assets. 

With'  the  strength  to  bring  new 
financing  power  to  American 
businesses.  And  the  ability  to  deliver 
more  of  the  financial  services  our 
customers  want,  more  efficiently  and 
with  gieater  value  than  ever  before. 


Some  may  even  be  surprised  to 
learn  that  we  have  grown  to  become 
the  largest  bank  manager  of  mutual 
ftinds  in  the  country,  helping  to 
shape  the  financial  fijture  of 
millions  of  Americans.  And  that 
through  our  securities  arm,  we've 
become  a  leading  underwriter  of 
securities  for  our  nation's  colleges, 
universities  and  hospitals. 

Even  some  of  our  customers  may 
not  know  that  our  more  than 
17,000  employees,  in  550  offices, 
hav'e  a  relationship  with  more  than 
two  million  households  throughout 
sbc  states.  And  with  over  70,000 
American  businesses  of  all  sizes. 

But  as  much  as  we'd  fike  for 
people  to  learn  some  of  the  facts 


and  figures  about  us,  that's  not  the 
way  we  choose  to  measure  ourselves. 

Instead  at  PNC  Bank,  we'll 
continue  to  measure  our  performance 
by  only  one  thing. 

How  well  we  perform  for  you. 

And  starting  today,  you  can  count 
on  a  new  name  to  do  just  that. 

Today  PNC  Bank  is  the  new  mime  of: 

Pittsburgh  National  Bank,  Pittsburgh,  Pa. 

Provident  National  Bank,  Philadelphia,  Pa. 

Nortlwastem  Bank,  Scranlon,  Pa. 

Citizens  Fidelity  Bank,  Loiiisifille,  Ky. 

Central  Trust,  Cincinnati,  Oh. 

Ch)er  the  next  12  rrumtlis,  PNC  Bank  urill 

become  tlie  new  name  of: 

Marine  Bank,  Erie,  Pa. 

Hershey  Bank,  Hershey,  Pa. 

The  First  Bank  and  Trust  Company, 

Meciianicsburg,  Pa. 

Bank  of  Delaware,  Wilmington,  De. 

CCNB  Bank,  Camp  Hill,  Pa. 


PNCBANK 

Where  Peiformance  Counts 


Member  FDIC 

PNC  Securities  is  an  affiliate  of  PNC  Bank  Coi-p.  and  a  legistered  biokcr/dealtr.  Certain  brokerage  accounts  are  canicd  by  BHC  Securities,  Inc.,  a  registered  brokei/dealer  and  memlxir  of  tlic  NYSE.  Both  PNC: 
Seairities  and  BHC  are  members  of  tile  N.ASD  and  ol  SIPC.  Securities  sold,  offered,  or  recommend  bv  PNC  Securities  aie  not  insuied  b\  the  FDIC,  and  are  not  obligations  of.  endorsed  or  guaranteed  bv.  the  Bank. 


Super  Food  Services 


1989.  Today,  however,  it  trades  at  1 1 , 
up  from  a  recent  se\en -year  low  of 
8%.  At  the  current  price,  the  company 
is  valued  at  just  9%  of  its  SI. 3  billion 
likely  rc\enues  this  year.  Competitor 
Super\'alu  sells  for  16%  of  its  revenues. 

These  da\s  TwAman  is  spending  a 
lot  of  his  time  with  lawyers.  0\er  the 
years  Super  Foods  imested  some 
$110  million  in  its  distribution  center 
in  Orlando,  Fla.  The  goal  was  to 
better  ser\e  Albertson's  Florida 
stores.  When  Albertson's  pulled  out, 
Twyman  closed  the  Orlando  opera- 
tions and  took  a  S23  million  charge 
against  earnings.  Twvman  claims  that 
the  facilities  were  custom-built  at  Al- 
bertson's request,  and  is  now  suing 
Albertson's  for  breach  of  contract. 

The  lawsuit  also  accuses  Albert- 
son's of  breaking  an  agreement  to 
purchase  Super  Foods'  Florida  distri- 
bution assets  and  inxenton^  for  S60 
million  to  S80  million.  This  agree- 
ment was  made  in  Februan-  1992, 
after  Albertson's  decision  to  move  to 
self-supply.  But  .-Mbertson's  lawyers 
point  out  that  the  agreement  was 
contingent  on  a  new  collective  bar- 
gaining agreement  between  ^\lbert- 
son's  and  the  International  Brother- 


Jack  Twyman,  star  forward 
and  Basketball  Hall  of  Famer 
The  rules  of  the  game  changed. 


hood  of  Teamsters.  A  new  contract 
was  ne\'er  ratified,  so  Albertson's 
claims  it  is  oft'  the  hook  for  Super 
Foods'  Orlando  assets.  The  dispute 
e\entually  will  be  settled,  but  when 
and  for  how  much  no  one  can  say. 
Apart  from  its  courtroom  strate- 


gies, how  does  Super  Foods  plan  t 
reco\'er?  Tw\'man  says  he  plans  to  lun 
customers    away    from    competitors^ 
and  make  acquisitions  of  small  re 
gional  wholesalers  with  sales  in  the" 
SI 00  million  to  S200  million  range 
He  also  hopes  to  increase  the  amount 
of  merchandise   existing   custome 
buy  from  Super  Foods. 

In  1991  Super  Foods  acquired  Lex 
ington-based  Kentucky  Food  Stores," 
a  regional  food  wholesaler  that  Tw)' 
man  hopes  to  expand.  But  with  onl 
S16  million  in  cash  and  a  stock  that's 
ho\ering  around  book  value,  financ- 
ing more  acquisitions  won't  be  easy. 
Indeed,  Super  Foods  itself  is  an  attrac- 
tive target — there  is  only  S54  million 
in  long-term  debt,  and  the  company 
can  probably  earn  SI  a  share  on  itsi 
shrunken  revenue  base.  Insiders,  in- 
cluding Dayton's  wealthy  Berr\'  fam- 
ily, control  just  8%  of  the  stock.  But 
right  now  Fleming  and  Superxalu,  the 
r\\o  companies  most  likely  to  go  after 
Super  Foods,  are  both  digesting  re- 
cent acquisitions. 

"We  are  sur\'i\'ors,"  Twyman 
gamely  insists.  But  when  companies 
fall  behind  in  a  fast-changing  indus- 
try-, catching  up  is  hard  to  do.         WM 
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Drop  In  Once  OrTwice 

And  You'll  Belong 
To  A  Different  World. 


Escape  to  places  that  most 
people  never  get  to  go. 
Come  down  and  see  us 
sometime. 

You  can  now  enjoy 
Special  Resort  Member 
privileges  for  one  or  tv/o 
visits  at  Florida's  premier 
private  oceanfront  club, 


after  which  you  may  apply 
for  membership. 

Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000 
acres  of  natural  splendor 
and  spectacular  sport.  With 
unforgettable  dives  nearby 
at  the  nation's  only  living 


coral  reef.  Two  champion-         to  deep-sea.  Plus  a  choice 
ship  golf  courses  on  prem-         of  superb  accommodation' 
ises,  tennis  and  croquet,  restaurants  and  lounges. 

a  magnificent  175-slip  . /  Contact  your  travel 

marina,  and  great  ^^^     professional  or  call 

fishing,  from  bonefish       X      1-800-741-REEF  today 

OCEA^^^R&EF^CJ-^ 

Kf.y  Largo,  Florida 
Very  Natural.  Very  Exclusive.  Very,  Very  Special. 


"Uh-Oh . . ."  Donna,  Accounting 


"What  The . . ."  Dan,  Drafting 


"Hey!"   Todd,  Shipping 


"Whoa!"  Jan,  Production 


THE  ENTIRE 

OFFICE   UJENT   INTO   SHOCK 

UJHEN   FOUR   MRJOR 

PROJECTS   lUERE 

SUODENLV   PUT  ON   HOLD. 

Managenjent  still  refers  to  it  as 
"Black  Friday. "  The  morning  that  every 
computer  screen  in  the  entire  office 
suddenly  went  blank.  And  as  hundreds 
of  hours  of  manpower  were  lost  in  the 
isj  blink  of  an  eye,  they  kicked  themselves 
for  not  having  the  foresight  to  buy  a 
Poweru'are*  System  from  Exide  Electronics. 


While  today's  computer  networks  are 
more  reliable  than  ever,  the  source  of 
their  energy  isn't.  Utility  power  is  riddled 
with  surges,  sags,  and  other  irregularities 
that  can  cripple  a  network  in  no  time  flat. 

A  Powerware  System  is  designed  to 
ward  off  these  potential  catastrophes 
by  conditioning  the  power  before  it  is 
ever  fed  into  the  CPU.  And  should  a 
power  outage  ever  threaten  your  bottom 
line,  the  Powerware  System  is  on  the  job 
with  the  most  reliable  backup  power  in 
the  industry  today,  for  systems  ranging 
from  a  single  PC  to  the  largest  mainframes 
and  networks. 

Best  of  all,  as  nine  out  of  ten 


computer  manufacturers  will  tell  you, 
every  Powerware  System  comes  with  the 
invaluable  service  of  the  world's  most 
knowledgeable  power  consultants.  An 
entire  team  devoted  solely  to  the  purpose 
of  keeping  your  network  up  and  running 
even  in  the  most  adverse  conditions. 

Call  or  fax  us  toll  free  to  find 
out  more  about  Powerware  Systems  fi-om 
Exide  Electronics.  Because  "Black  Friday" 
is  no  company  picnic. 


Call  1-800-554-3448  Ext  522  or 
Fax:  1-800-75-EXIDE 


■EXIDE  €LECTRONICS 


Helping  You  Stay  In  Poiver'" 


Do  you  really  know  how  much  you  are  paying 
in  fees  when  you  invest  in  a  mutual  fund? 
Here's  how  to  avoid  getting  nicked 
by  fee-greedy  fundsters. 


By  Jason  Zweig  and  Mary  Beth  Grover 


It  SHOULD  BE  a  buyer's  market  out  there  for  mutual  funds. 
Ever)'body  wants  to  get  into  this  extremely  lucrati\'e 
business,  and  almost  anybody  can  get  in:  There  are  already 
4,000  funds  clamoring  for  investors'  attention.  New  ones 
are  rolling  off  the  assembly  line  at  the  rate  of  one  a  day. 

But  all  this  creates  a  problem  for  even  the  most  sophisti- 
cated investors.  It  is  getting  harder  and  harder  to  know 
how  much  you  are  pa)'ing  for  the  fund  manager's  serxices. 
The  fact  is  that  some  fund  managements  are  getting  e\'er 
more  imaginative  in  soaking  the  customer.  The)'  often  do 
so  by  confusing  investors  with  complexity'. 

By  our  count,  there  are  now  nine  different  ways  to  reach 
into  the  fund  buyer's  pocket.  We'd  be  surprised  if  the 
number  didn't  increase  before  year's  end. 

How  cio  you,  the  investor,  know  whether  you're  paying 
too  much  for  the  fund  manager's  ser\'ices?  Here's  our 
definition  of  a  bad  buy:  a  fund  that  costs  2%  a  year  for  the 
time  you  hold  it.  Our  definition  of  a  really  bad  buy:  a  fund 
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that  eats  away  3%  of  your  mone\'  per  year. 

You  can  easily  blunder  into  such  a  situation  if  you  pay  a 
load  and  leave  quickly,  or  if  you  happen  into  a  fund  with  an 
unusually  high  annual  expense  ratio. 

Shearson's  Advisors  Fund,  for  example,  runs  an  annual 
expense  ratio  of  3.86%;  on  top  of  this  drag  on  performance 
there  is  a  one-time  sales  commission  that  goes  as  high  as  5% 
(on  an  investment  of  $100,000  or  less). 

The  Kaufmann  Fund  and  the  Prudent  Speculator  Le\er- 
agecH  Fund  assess  no  sales  loads  but  run  annual  expenses 
that  are  above  3%. 

In  the  merely  bad  categon'  are  scores  of  funds  with 
annual  expenses  over  2%. 

What's  so  bad  about  a  2%  fee  for  professional  money 
management  in  a  market  that  seems  to  be  shooting  up  1 5% 
a  year?  lust  the  fact  that  you  can't  count  on  that  15%  for 
veiy  long.  Remember:  You  will  still  be  nicked  2%  if  the 
fund  loses  money  for  you.  With  the  market  at  an  extremely 
high  valuation  by  historical  norms,  it's  reasonable  to 
assume  that  stocks  are  due  to  delixer  real  (after  inflation) 
returns  of  only  6%  a  year — before  expenses,  that  is.  A  bad- 
buy  stock  fund,  then,  is  fixing  to  take  a  third  of  the  real 
mone\'  you  can  expect  to  earn  on  your  in\estment.  Or  to 
aggravate  any  losses  the  fund  may  incur  in  bad  markets. 

Bond  funds  are  not  immune  to  these  hidden  costs. 
Gixen  current  inflation  and  interest  rates,  the  real  return 
on  medium-to-long-term  U.S.  Treasury'  bonds  will  be 
about  4%.  Bad-buy  Treasun,'  funds  are  gobbling  up  half 
your  prospectixe  earnings. 

For  decades  this  magazine  and  others  ha\'e  been  educat- 
ing the  investing  public  about  the  virtues  of  comparison 
shopping  for  funds.  Unless  you  really  need  hand-holding 
by  a  stockbroker,  we  ha\e  said,  buy  a  no-load.  You  can 
usually  find  one  to  suit  any  need. 

That  message  has  finally  sunk  in,  but  load  fund  groups, 
confronted  with  clients  who  are  war\'  of  upfront  sales 
commissions,  are  firing  back  with  a  dizzying  assortment  of 
other  fees  that  accomplisii  the  same  purpose.  A  fund  miglii 
eliminate  its  upfront  sales  charge  but  then  tiirow  in  a 
I2b-1  fee  to  finance  marketing  and  distribution  costs.  Or 
mavbe  it  offers  you  a  deal:  We'll  lower  your  annual  12b  I 
fee  by  a  quarter  of  a  percentage  point,  but  then  we'll  tack 
on  an  identical  amount  for  "ser\icing." 

The  game  board  started  getting  really  messy  in  198S, 
when  Merrill  Lynch  introduced  dual-class  shares  in  virtu 
ally  all  of  its  retail  funds.  The  C^lass  A  shares  carr\'  a 
maximum  6.5%.  front-end  load — e\ery  $1  you  put  in  bu\s 
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you  93.5  cents  worth  of  fund  shares,  the  rest  going  to  the 
broker.  The  B  shares  cany  no  front-end  load — SI  buys 
you  $1 — but  the  broker  gets  you  on  the  way  out.  When 
you  redeem  a  B  share  you  could  leave  up  to  4%  with  the 
broker.  The  idea  of  paying  the  load  later  seems  to  have  big 
appeal.  B  shares  are  selling  like  hotcakes,  and  last  year  the 
Securities  &  Exchange  Commission  received  44  requests 
from  fund  companies  to  approve  new  multiclass  shares. 

In  1991  and  1992  PaineWebber  thickened  the  alphabet 
soup  with  C  and  D  shares.  The  C's  have  no  load  and  no 
12b- 1 ,  while  the  D's  have  no  load  but  charge  1%  in  annual 
12b-l  and  "semce"  fees.  The  C's,  of  course,  would  be  the 
best  deal.  But  you  can't  buy  them,  unless  )'ou  work  for 
PaineWebbeK 

This  labyrinthine  game,  so  bewildering  to  the  consum- 
er, is  a  jackpot  for  fund  companies  and  brokers.  Last  year, 
says  Financial  Research  Corp.  of  Chicago,  60%  of  the 
multiclass  funds  sold  by  brokers — some  $17.3  billion 
worth — went  into  these  new  classes  of  shares.  "That's  a 
pretty  compelling  number  when  you  consider  that  a  lot  of 
fund  families  jiKt  introduced  them  last  year,"  says  financial 
services  consultant  John  Keefe. 

Broker-sponsored  funds  are  not  the  only  ones  confusing 
investors.  Last  month  Dreytiis  Corp.  got  the  sec's  blessing 
to  issue  at  least  two  classes  of  shares  for  all  of  its  funds. 
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Average  annual  expense  ratios  of  all  equity  funds 
2.0% 


'82  '83  '84  '85 

Source:  Upper  Analytical  Services 

As  12b-l  fees  have  helped  finance  a  massive  influx 

of  shareholders,  fund  expenses  should  have  come  down. 

No  such  luck. 


Fidelity,  which  sells  mostly  low-  and  no-load  funds  o\er 
the  phone,  is  ttying  to  keep  its  distribution  options  wide 
open.  The  fund  giant  has  obtained  permission  to  issue  "an 
unlimited  number"  of  classes. 

This  business  is  getting  so  out  of  hand  that  newspapers 
around  the  countr\'  are  asking  the  Associated  Press,  which 
collects  ciaily  fund  data,  to  limit  its  listings.  Says  Jill  Arabas, 
who  helps  oversee  fund  tables  at  the  AP:  "The  papers  are 
freaking  out,  saying,  'Stop!  We  don't  have  room!'  " 

Don't  look  for  any  rescue  from  the  folks  who  run  the 
funds.  Ostensibly,  fund  directors  are  there  to  represent 
your  interests.  They  are,  for  example,  supposed  to  approve 
12b-l  assessments  (named  after  an  SHC:  regulation  allow- 
ing them)  only  after  determining  that  existing  sharehold- 
ers benefit  when  some  of  their  money  is  spent  to  attract 
new  customers. 

With  12b-l  charges,  funds 
can  attract  more  customers 
and  a  greater  pool  of  assets 
over  which  to  spread  fixed 
costs  like  legal  and  accounting 
fees — or  so  goes  the  logic  be- 
hind the  rule.  Curious  thing  is 
that  after  years  of  ever  more 
common  12b-l  plans,  ec]uity 
fund  expense  ratios  refuse  to 
come  down  (see  chart,  above). 

Today  40%  of  equity  funds 
catty  12b- 1  fees.  It's  big  busi- 
ness. In  the  first  three  quarters 
of  last  year.  Dean  Witter,  with 
$58  billion  in  fund  assets  un- 
der management,  earned 
more  from  12b- Is — $175 
million — than  it  did  from 
management  fees. 

Just  how  does  the  fund  in- 
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dustty  play  Fee  Madness.'  Let's  flip  over  some  of  the  cards. 
Buy  now,  pay  later.  Once  called  back-end  loads,  these 
shares,  usually  rechristened  as  Class  B  shares  in  multiclass 
funds,  carty  a  higher  12b- 1  fee  than  Class  A.  The  typical 
Class  B  shareholder  incurs  a  load  only  on  selling  the  shares; 
this  back-end  load  falls  from  5%  or  6%  to  zero  within  fne  to 
eight  years.  Many  B  shares  con\ert  to  Class  A  at  the  end  of 
this  waiting  period. 

Brokers  push  these  funds  as  quasi-no-loads.  Yes,  there's 
a  sales  commission,  but  stick  around  long  enough  and  you 
don't  have  to  pay  it.  That's  how  most  short-term  global 
bond  flinds  were  flogged  last  year.  When  investors  stam- 
peded out  after  Furope's  currenc\'  upheaval  last  fall,  they 
suddenh'  found  themsehes  paying  loads  they  had  forgot- 
ten about.  The  loads  accentuated  their  losses. 

Among  the  big  buyers  of  B  shares  are  bank  customers 

fleeing  certificates  of  deposit. 
"It's  easier  to  sell  them  funds 
that  have  the  appearance  of 
no-loads,"  says  consultant 
Keefe.  Last  year,  for  example, 
50%  of  Putnam's  B  shares  were 
sold  to  bank  customers. 

Do  the  buyers  know  w  hat 
they  have  gotten  into?  Many 
do  not.  Warns  Tom  Decker 
Seip,  mutual  fund  chief  at 
C^harlcs  Schwab:  "As  surely  a^ 
the  sun  rises  tomorrow,  you 
can  bet  that  if  interest  rates  go 
up  and  bond  fund  prices  fall, 
people  will  be  screaming  that 
their  salesman  didn't  tell  them 
about  the  back-end  load." 

Fven  if  the  funds  do  well, 
people  will  be  screaming 
about    the    paperwork.     Take 

Forlx-s  ■  Ifbiu.irv  1.=^,  IW.^ 


Wait  rijW  here 
for  6  ye»»V 

^^snie  you 


s? 


The  most 

important  thing 

we  earn 

is  your  trust; 


If  we  could  only  take  every 
one  at  their  word  life  would 
be  so  much  simpler. 

You  could  buy  a  used  car 
with  total  confidence. 

You  would  know  that, 
indeed,  the  check  is  in 
the  mail. 

And  you'd  never  have 
to  worry  about  financial 
advisors  recommending 
investments  that  serve 
their  own  interests  more 
than  yours. 

Of  course,  there  are 
honorable  people  in 
every  profession;  the 
problem  is  finding 
them. 

And  at  Prudential 
Securities,  we  go  to 
great  lengths  to  make 
sure  you  can  find  them  here. 

We  invest  the  time  to  get  to  know  you. 

What  are  your  financial  goals  and  commit- 
ments? How  well  are  you  schooled  in  financing 
your  children's  or  grandchildren's  education? 
Are  your  retirement  provisions  adequate? 
And  what  of  your  tolerance  for  risk?  Is  it  high, 
low  or  none  at  all? 

Unless  we  know  what  your  personal  needs 
are,  we  can't  possibly  help  you  create  an 
investment  strategy  and  financial  portfolio 
that  meets  them. 

To  this  end,  you  can  meet  with  our  Fin- 
ancial Advisors  at  any  of  over  250  Prudential 
Securities  Branch  Offices  throughout  the 
country.  And  you  don't  have  to  bring  your 
checkbook:  this  service  is  free. 


We  invest  in  the 
Financial  Advisors  vyho 

serve  you 

and  the  resources  that 

serve  them. 


It  may  surprise 
you  to  learn  it  can 
take  as  little  as  four 
months  to  qualify  as 
a  licensed  broker. 
But  to  become  a 
Prudential  Securities 
Financial  Advisor  re- 
quires a  minimum  of 
two  years'  training. 
We  invest  more 
than  $100,000  in  each 
recruit's  training.  And  we 
don't  send  our  rookies 
into  the  field  to  practice 
unsupervised,  either.  We  assign 
each  one  to  a  mentor  who  has  an  average 
of  ten  years'  experience. 

But  the  investment  in  our  Financial  Advisors 
doesn't  end  there.  In  fact,  it  never  ends. 

We  invest  for  your  success  and  ours. 

In  1992,  we  invested  $103  million  in  tech- 
nical support  for  our  advisors  and  committed 
$12  million  to  ongoing  training  programs. 

The  return  on  our  investments  in  client 
services  is  perhaps  the  most  rewarding  one  of 
all:  our  clients  return  to  us  time  and  again  for 
all  their  investment  needs. 

To  meet  a  Prudential  Securities  Financial 
Advisor,  feel  free  to  call  1-800-654-5454  ext. 
1511  or  drop  by  one  of  our  offices. 

We  trust  you'll  find  the  experience  very 
rewarding. 


Prudential  Securities  \m/s 


©1993  Prudential  Securities  Incorporated.  Member  SIPC. 


Fund  fees 


the  befuddling  bifurcation  of 
Kemper  Growth  Portfolio,  an 
equity  fund  that  is  split  into 
"initial"  and  "premier" 
shares.  The  initial  shares 
charge  a  0.75%  12b- 1  fee- 
that  is,  the  investor  is  nicked 
75  cents  per  year  for  every 
$  1 00  invested  in  the  fiand.  The 
premier  shares  do  not  pay  this 
annual  charge.  Initials  convert 
to  premiers  after  six  years.  The 
two  classes  have  separate  daily 
net  asset  values  and  different 
returns. 

And  what  if  you  buy  a  little 
of  the  fund  every  month?  Each 
purchase  is  tracked  separately, 
has  one  of  three  different 
back-end  loads,  depending  on 
when  you  sell,  and  converts  on 
a  different  date.  Tell  that  to 
your  accountant  when  you 
make  a  partial  withdrawal  from  the  account. 

Buy  now,  pay  forever.  Welcome  to  the  world  of  "level- 
load"  shares.  Getting  into  one  of  these  funds  is  like  getting 
trapped  in  a  taxi  with  the  meter  running.  Pioneered  by 
Thomson  and  PaineWebber,  this  kind  of  fund  is  being 
considered  by  Alliance,  Colonial,  Putnam  and  others. 
Most  level-load  shares  charge  no  front-end  load  but  an 
annual  0.75%  12b- 1  and  a  0.25%  service  fee — forever. 
Both  these  charges  are  added  to  the  regular  management 
fee,  which  alone  can  easily  top  1%  a  year. 

Who  sold  you  this  thirig?  Then  there  are  the  ASO  Outiook 
funds  managed  by  AmSouth  Bancorp,  of  Birmingham, 
Ala.  According  to  a  November  sec  filing,  these  include: 
Class  A,  sold  through  AmSouth  branches  or  outside 
brokers,  carrying  a  front-end  load  yet  to  be  determined 
and  a  maximum  0.40%  12b-l  fee;  Class  B,  sold  mainly  to 
other  financial  institutions,  charging  no  load  but  carrying  a 
0.25%  12b- 1  fee;  and  Class  C,  sold  through  the  bank's 
trust  department,  charging  no  load  and  no  12b- 1.  Buy 
through  a  broker,  buy  through  a  bank  or  buy  through  the 
trust  department:  different  fees  each  time. 

Pay  twice.  Fund  shareholders  may  find  themselves 
paying  for  a  broker's  "services"  years  after  forking  over  a 
sales  commission.  In  January  Seligman  piled  on  a  maxi- 
mum 0.25%  annual  service  fee  for  the  benefit  of 
the  chap  who  sold  you  the  fiind;  this  is  on  top  of 
the  maximum  4.75%  front-end  load  sharehold- 
ers had  already  paid. 

Get  a  price  cut,  and  still  pay  the  same.  Buy 
Eaton  Vance's  new  Greater  China  Growth 
Fund,  and  you  pay  a  0.50%  12b- 1  fee  in  the  first 
year.  The  second  year,  your  12b- 1  fee  drops  to 
0.25%,  but  a  0.25%  "service  fee"  miraculously 
appears.  Even  if  you  fire  the  broker,  you  still  pay 
the  fee. 

Pay  to  stay.  Most  fiind  operators  are  thrilled  to 
have  customers  reinvest  their  dividends — it 
gives  them  more  assets  on  which  to  assess 
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management  fees.  Franklin 
Resources,  though,  charges 
investors  in  most  of  its  bond 
funds  a  4%  commission  to  re-  i 
invest  their  income  dividends. 
Of  Franklin's  $331  million  in 
fee  revenue  in  fiscal  1992, 
close  to  $30  million  came 
from  dividend  loads.  A  hand- 
ful of  other  ftinds  assess  rein- 
vestment loads. 

Pay  a  la  carte.  Fidelit^^'s 
Spartan  fimds  have  low  annual 
expenses  (lower  than  other  Fi- 
delity funds,  anyway)  but 
charge  customers  with  less 
than  $50,000  a  $5  fee  for  each 
withdrawal  or  transfer. 

Pay  aflat  load.  Is  the  Blan- 
chard  Short-Term  Global  In- 
come Fund  a  no-load.>  Blan- 
chard  will  sell  you  shares  di- 
rectly with  no  sales  charge — 
but  you  will  have  to  fork  over  a  $75  "account  opening 
fee."  On  the  minimum  $3,000  investment,  that's  the 
equivalent  of  a  2.5%  load. 

A  sister  to  the  flat  load  is  the  flat  annual  expense  charge. 
Thus,  the  Vanguard  Extended  Market  Portfolio  boasts  of 
its  low  0.19%  annual  expense  ratio  but  doesn't  include  the 
flat  $10-a-year  account  maintenance  charge.  On  a  $3,000 
minimum  investment,  this  $10  fee  almost  triples  the 
published  expense  ratio,  to  0.52%. 

Pay  a  surprise  increase.  The  Scudder  Medium  Term  Tax 
Free  Fund  charges  no  annual  expenses  at  all.  What  is  this,  a 
charity.^  No,  just  a  come-on  rate.  Scudder  is  temporarily 
absorbing  costs  totaling  0.77%  a  year.  The  sale  could  end 
as  soon  as  June  30 — or  maybe  not.  Sponsors  of  at  least  522 
fiinds  are  absorbing  expenses.  They  figure  inertia  will  keep 
the  customers  even  after  the  sale  is  over. 

If  all  this  sounds  like  nickeling-and-diming  and  not 
worth  getting  exercised  about,  consider  this:  The  differ- 
ence between  1%  in  fund  expenses  and  2%  can  make  a 
mighty  difference  in  your  long-term  return.  Assuming 
stocks  deliver  their  historical  return  of  1 0%,  over  ten  years 
that  extra  charge  will  reduce  your  return  by  more  than 
$2,250  on  a  $10,000  investment.  The  relative  damage 
could  be  far  greater  if — as  is  not  at  all  unlikely — 
the  market  hits  some  bad  patches  over  the  next 
few  years. 

So  stick  to  fiinds  with  low  overall  costs.  Keep  a 
close  eye  on  the  annual  expense  figure.  The 
tables  that  begin  on  page  166  should  help  you. 
In  addition  to  performance  ratings  for  bull  and 
bear  markets,  the  tables  show  a  composite  ex- 
pense estimate  for  each  fimd.  This  figure  com- 
bines the  effect  of  an  upfront  sales  load  with  five 
years  of  total  annual  expenses,  assuming  a 
$1,000  investment.  The  number  is  similar  to, 
but  a  little  lower  than,  the  five-year  expense 
projection  published  at  the  front  of  a  fund 
prospectus.  I 
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ElECTRICAl  COMPONENTS 

M/nnctofo,  Wisconsin,  Co/ifornio 

Miciiigon,  Indiona,  Tennessae 


PROPORTIONING  VALVES 

Michigan 


DOOR  PANEL  SUBSTRATES 
N«w  Jersey 


CATALYTIC  CONVERTERS 

Colifornio 


FUEL  PUMPS 
South  Carofino 


HORNS 

lliinois 


MOLDED  PLASTICS 

Arkonsos,  florUa,  Kentucky, 

Ohio,  Michigan,  Indiono, 
Illinois,  Missouri,  Tennosseo 


GLASS 

Ohio,  Kentucky 


WEATHER  STRIPPING 
New  Hamp%hire 


PAINTS 

.Ohio,  Indiana, 

Michigan 


BATTERIES 
Tennessee, 
Kentucky 


HEADLAMPS  t 

SIGNAL  LAMPS 

Illinois 

RADIATORS 
Michigan 


BEARINGS 

South  Coro/ina, 
lowo 


CYLINDER  HEADS 


POWER  STEERING  PUMPS 

Tennessee 


FORGED  CRANKSHAFTS 

Kentucky 


STEEL 

Illinois,  Indiana, 
Ohio,  Kentucky 


TIRES 

Oklahoma,  Tennessee, 

Alofaonio,  North  Carolina, 

Ohio,  Kentucky,  Virginia 


SHOCK  ABSORBERS 

Ohio 


LOWER  SUSPENSION  ARMS 

Michigan 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Camry  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  390  American  suppliers.  At  Toyota  we're 
committed  to  investing  in  the  economies  where  we  do  business.  That's  why,  since  1988, 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion 
per   year.    INVESTING    IN    THE    THINGS    WE    ALL    CARE    ABOUT.  TOYOTA 

For   information    on    Toyota    in   America    write    Toyota   Motor   Corporate   Services,    9    West   57th    Street,    Suite    4900,    New    York,    NY   10019. 


THE  FUNDS 


Explanations 

The  five-year  cumulative 
expense  is  the  sum  of  the 
maximum  upfront  load 
plus  five  years  of  expenses  at 
recent  rates,  for  a  hypo- 
thetical $1 ,000  account  ex- 
periencing no  investment 
gains.  If  the  fund  has  multi- 
ple classes  of  shares,  data 
are  for  the  class  with  a  front- 
end  load.  Morningstar, 
Inc.  provided  these  figures. 
The  12-month  total  re- 
turn is  calculated  before  the 
effect  of  the  sales  load. 


The  Acorn  Fund  is  one 
of  the  more  attractive 
fi.mds  in  the  table  below. 
One  reason  is  Acorn's 
24.2%  total  return  in 
1992,  compared  with 
7.6%  for  the  s&p  500. 
Another  is  Acorn's  long- 
term  performance:  It 
earned  an  A  rating  for  its 
bull-market  perfor- 

mance and  has  fared  as  well  as  the  average  stock  fund  in 
bear  markets.  Better  still,  with  a  five-year  cumulative 
expense  of  $36,  Acorn  ranks  among  the  cheapest-run 
stock  and  balanced  funds.  Note  the  asterisk  next  to 
Acorn's  name:  It  indicates  that  the  fund  levies  neither  a 


Stock  and 
balanced  funds 


Fund 


ABT  Growth  &  Income  Trust 
ABT  Invest-Emerging  Growth 
ABT  Utility  Income  Fund 
Acorn  Fund* 
Adams  Express* 

Affiliated  Fund 
AIM  Equity-Charter  Fund 
AIM  Equity-Constellation  Fund 
AIM  Equity-Weingarten  Fund 
AIM  Growth  Fund 

AIM  Summit  Fund 
Alliance  Balanced  Shares  (B) 
Alliance  Fund 
Alliance  Global-Small  Cap 
Alliance  Growth  &  Income 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expenset 


D  D 

A  0 

F  A 

A  C 

C  B 

C     B 

B  C 
F 
D 
C 


A+ 
A+ 
C 

B 
C 
A 
D 
C 


3.3% 
13.9 
10.4 
24.2 

9.6 

12.3 

1.1 
15.0 
-1.4 

0.1 

4.5 

6.8 
14.7 
-4.9 

4.5 


$109 
127 
105 
36 
23 

87 
113 
115 
110 
115 

123 
126 
97 
169 
112 


Alliance  International  Fund  (F). 

B 

C 

-5.9 

146 

Alliance  Quasar  Fund 

B 

D 

2.8 

137 

Alliance  Technology  Fund 

A 

D 

15.5 

132 

Amcap  Fund 

C 

B 

7.2 

95 

American  Balanced  Fund  (B) 

B 

B 

9.4 

99 

American  Capital  Comstock 

B 

A 

6.4 

99 

American  Capital  Convert  Sees*  (B) 

C 

B 

12.1 

45e" 

American  Capital  Emerging  Grow 

B 

A 

9.4 

115 

American  Capital  Enterprise 

B 

D 

7.9 

106 

American  Capital  Equity  Income  (B) 

C 

B 

10.7 

109 

front-end  or  back-end  sales  load  nor  a  12b- 1  fee  hi 
marketing  and  distribution. 

To  be  listed,  a  flmd  must  have  at  least  $25  million  in 
assets.  Funds  earn  a  Forbes  rating  only  aft:er  wading 
through  at  least  two  full  market  cycles.  The  last  t\vo  up-and- : 
down  cycles  go  back  to  June  1983  for  stock  fijnds,  April : 
1983  for  balanced  funds,  July  1984  for  foreign  fiinds,  and  r 
August  1987  for  global  firnds.  Funds  are  rated  by  compar- 1 
ing  their  performance  with  funds  of  the  same  t)'pe  and  with  I-' 
market  benchmarks.  The  S&P  500  is  the  benchmark  forj 
stock  funds;  a  blend  of  the  s&P  500  and  the  Merrill  Lynch ; 
corporate/government  bond  index  is  used  to  rate  balanced  | 
funds.  A  dollar-denominated  index  of  foreign  stocks  from  ( 
Morgan  Stanley  is  the  benchmark  for  foreign  fijnds.  The ! 
benchmark  for  global  fi.inds  is  a  combination  of  the  s&P  500  ( 
and  the  Morgan  Stanley  index. 


Fund 


American  Capital  Grov^h  &  Inc 
American  Capital  Harbor  Fund  (I 
American  Capital  Pace  Fund 
American  Growth  Fund 
American  Investors  Growth 

American  Leaders  Fund 
American  Mutual  Fund 
American  National  Growth 
American  National  Income 
Amway  Mutual  Fund 

Analytic  Optioned  Equity  Fund* 
ASA  Limited*  (F) 
Babson  Growth  Fund* 
Baker,  Fentress  &  Co* 
Bancroft  Convertible  Fund*  (B) 

Bartlett  Capital-Basic  Value* 
Berger  One  Hundred 
Berger  One  Hundred  and  One 
Bergstrom  Capital* 
Wm  Blair-Growth* 

Blanchard  Global  Growth  (G) 
Boston  Co  Capital  Appreciation 
Bull  &  Bear  Gold  Investors  (G) 
Bull  &  Bear  Special  Equities 
Burnham  Fund 


Performance  in 
UP      DOWN 
—markets— 


12-month 
total 
return 


5-year 

cumulative 

expenset 


D 
C 
C 
F 
F 

D 

D 
C 
D 
C 

F 
D 
C 
F 
F 

0 

A+ 

C 

A+ 

B 

C 
D 
D 
F 
D 


D 
A 
A 
F 

A 

A 
C 

A+ 
C 

A 
D 
D 
0 
D 

A 
D 
B 
A 
C 

A 
C 
C 
D 


9.4% 

$115 

9.6 

103 

4.2 

108 

12.6 

158 

12.4 

127 

DBr*ii 


11.6 
7.7 

-2.4 
3.3 
1,4 

6.2 

-27.3 

9.1 

5.4 
15.5 

10.2 
8.5 
4.8 
1.1 
7.6 

0,7 
4.0 
-17.2 
16.0 
7.6 


96 

89 
112 
122 

85e 

60 

33e 

43 

40 

60 

60 
112 
133 

44e 

43 

116 
61 
148 
150 
110 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  box  above  for  explanation. 
Sources:  CDA/Wiesenberger;  Lipper  Analytical  Services;  Morningstar;  Forbes. 


e;  Estimate.    (B):  Balanced.     (F):  Foreign.    (G):  Global. 
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und 


lalvert  Social  Inv-Managed  Grow 

lapstone  US  Trend 

Cardinal  Fund 

iastle  Convertible  Fund*  (B) 

Jentral  Securities* 

1  n  Century  Shares  Trust* 

^GM  Capital  Development* 

GM  Mutual  Fund* 

;iemente  Global  Growth  Fund* 

olonial  Fund  I 
lar 

Colonial  Growth  Shares  Trust 
fo  Colonial  Natural  Resources  I 
>^l  Colonial  Strategic  Income  I 

Colonial  Utilities  Fund  i 

Columbia  Growth  Fund* 


Composite  Bond  &  Stock  Fund  (B) 
Composite  Growth  Fund 
Copley  Fund* 

Dean  Witter  American  Value 
Dean  Witter  Developing  Growth 

Dean  Witter  Dividend  Growth 
Dean  Witter  Natural  Resource  Dev 
Dean  Witter  World  Wide  Inv  (G) 
Delaware  Group  Decatur  I 
Delaware  Group  Trend  Fund 

Dodge  &  Cox  Balanced  Fund*  (B) 
Dodge  &  Cox  Stock  Fund* 
Dreyfus  Capital  Growth 
Dreyfus  Convertible  Securities*  (B) 
Dreyfus  Fund* 

Dreyfus  Growth  Opportunity  Fund* 
Dreyfus  Strategic  World  Inv  (G) 
Dreyfus  Third  Century  Fund* 
Eaton  Vance  Growth  Fund 
Eaton  Vance  Investors  Fund  (B) 

Eaton  Vance  Special  Equities 
Eaton  Vance  Stocfc  Fund 
Eaton  Vance  Total  Return  Trust 
Enterprise  Group-Grovrth 

Equity  Strategies  Fund* 
EuroPacific  Growth  Fund  (F) 
Evergreen  Fund* 
Evergreen  Limited  Market  Fund* 


Performance  in     12-month     5-year 
UP     DOWN  total      cumulative 

—markets —  return      expenset 


c 

D 

7.4% 

$112 

c 

D 

0.7 

99 

c 

B 

9.8 

119 

D 

A 

16.6 

55 

C 

D 

26.9 

40 

A 

A 

27.0 

48 

A+ 

B 

17.5 

43 

A+ 

D 

6.0 

47 

B 

C 

-3.1 

136 

A 

D 

12.3 

110 

8 

D 

11.0 

115 

F 

F 

-7.3 

159e 

D 

D 

9,8 

106 

D 

B 

21.0 

93 

B 

C 

11.8 

43 

D 

B 

9.9 

99 

D 

A 

11.0 

100 

D 

A 

17.7 

69 

B 

C 

3.8 

89 

D 

D 

-2.5 

93 

C 

A 

5.8 

71 

F 

C 

6.7 

97 

C 

C 

-7.5 

114 

D 

A 

8.8 

121 

A+ 

C 

22.4 

117 

B 

C 

10.6 

33 

B 

B 

10.8 

32 

D 
D 

C 
C 

^6.2 
'3.8 

87 
54 

D 

B 

5.5 

39 

C 

D 

-4.2 

48 

C 

A     • 

-2.7 

111 

C 

D 

1.9 

54 

B 

B 

5.4 

91 

C 

C 

6.4 

91 

B 

B 

2.6 

97 

C 

B 

7.C 

94 

D 

A 

6.6 

123 

B 

B 

6.5 

128 

C 

C 

2.7 

56 

c 

C 

2.3 

120 

c 

C 

8.7 

57 

A 

A 

9.9 

63 

Fund 


Evergreen  Total  Return  Fund* 
FBL-Growth  Common  Stock 
Federated  Stock  &  Bond  Fund*  I 
Federated  Stock  Trust* 
Fidelity  Advisor  Equity-Income 


Performance  in     12-month     5-year 
UP     DOWN  total      cumulative 

—markets—  return      expenset 


Fidelity  Magellan  Fund  A-i- 

Fidelity  Puritan  Fund  (B)  A 

Fidelity  Retirement  Growth*  B 

Fidelity  Select-American  Gold  (G)  D 

Fidelity  Select-Energy  F 

Fidelity  Select-Financial  Services  A 

Fidelity  Select-Health  Care  A+ 
Fidelity  Select-Prec  Metals  &  Mins  (F)    0 

Fidelity  Select-Technology  B 

Fidelity  Select-Utilities  C 


Financial  Industrial  Income  B 

Financial  Strategic-Pacific  Basin*  (F)  A 

First  Investors  Global  Fund  (G)  C 

Flex-funds-Growth  Fund  F 

Fortis  Capital  Fund  B 


FPA  Capital  Fund 
FPA  Paramount  Fund 
Franklin  DynaTech  Fund 
Franklin  Equity  Fund 


9.9% 
10.1 

7.3 
11.9 
14.7 


6.8 

15.4 
10.4 
-3.1 
-2.4 


Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Morningsta.   Forbes. 
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e:  Estimate.     (B);  Balanced.     (F):  Foreign.     (G):  Global. 


$61 
85 
52 
50 
Ble 


Fidelity  Contrafund 

A+ 

C 

15.8 

73 

Fidelity  Destiny  Portfolio  1* 

A 

B 

15.1 

113 

Fidelity  Equity-Income 

D 

A 

14.6 

54 

Fidelity  Fund* 

C 

B 

8.4 

34 

Fidelity  Growth  Company 

A 

D 

7.9 

85 

83 

52 

53 

118 

119 


B 

42.3 

123 

D 

-17.4 

102 

D 

-21.9 

121 

F 

9.4 

116 

A 

10.4 

106 

Fidelity  Trend  Fund* 

A 

D 

16.7 

25    '* 

Fidelity  Value  Fund* 

B 

B 

21.1 

50 

Fiduciary  Capital  Growth* 

D 

C 

14.4 

70 

Financial  Dynamics  Fund 

A 

D 

13.2 

59 

Financial  Industrial  Fund 

B 

C 

2.9 

52 

B 

1.0 

49 

C 

-13.6 

94 

D 

-4.8 

161 

A 

6.4 

75 

B 

6.5 

109 

Fortis  Fiduciary  Fund 

A 

C 

6.8 

121 

Fortis  Grovrth  Fund 

A 

C 

0.9 

104 

Founders  Blue  Chip  Fund 

C 

C 

-0.5 

62 

Founders  Growth  Fund 

6 

C 

4.3 

78 

Founders  Special  Fund* 

A 

D 

8.2 

64 

A 

C 

21.0 

119 

B 

A 

b.5 

HI 

C 

D 

4.2 

80 

C 

0 

3.6 

75 

Franklin  Gold  Fund  (F) 

C 

D 

-20.3 

56 

Franklin  Growth  Fund 

C 

B 

2.9 

72 

Franklin  Income  Fund  (B) 

c 

6 

14.9 

67 

Franklin  Utilities  Fund        j.„ 

.^,.      D 

A+ 

9.0 

68 
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I 

I  MA 


Fund 


Fundamental  Investors 
Gateway  Index  Plus  Fund* 
General  American  Investors* 
General  Securities 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expense! 


D 

A+ 
D 


George  Putnam  Fund  of  Boston  (B)  B 

Gintel  Erisa  Fund  D 

Gintel  Fund*  C 

Growth  Fund  of  America  B 

GT  Global  Growth-Pacific  (F)  B 

GT  Global  Growth-Worldwide  (Gj  A 

Guardian  Park  Avenue  Fund  A 

Hancock  Freedom  Global  (G)  B 

Hancock  Freedom  Global  Tech  D 

Hancock  Freedom  Natl  Av  &  Tech  0 

Hancock  Growth  Fund  B 


10.1% 
5.2 
3.7 
6.0 
7,9 

14.4 
24.6 

7.4 
-8.0 

3.3 

20.4 
-0.3 

5.4 

2.8 

6.0 


$92 

57 

51e 
120e 
111 

75 

70 

97 
148 
153 

79 
137e 
158 
131 
129 


Fund 


Keystone  Custodian  S-3 
Keystone  Custodian  S-4 
Keystone  International  Fund  (F) 
Keystone  PreciouS  Metals  (F) 
Kleinwort  Benson  IntI  Equity*  (F) 

Legg  Mason  Value  Trust 
Lexington  Corp  Leaders  Trust* 
Lexington  Global  Fund*  (G) 
Lexington  Goldfund  (G) 
Lexington  Growth  &  Income 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expenset 


Lexington  Worldwide  Emerg  Mkts*  (F)  C 

Lindner  Fund*  D 

Lord  Abbett  Developing  Growth  D 

Lord  Abbett  Value  Appreciation  B 

Lutheran  Brotherhood  Fund  C 


C 
B 

C 

A 

A+ 

0 

C 

A 


5.0% 

8.9 

2.4 
-13.6 
-3.4 

11.4 

9.6 

-3.5 

-20.5 

12.4 

3.8 
12.8 
-3.1 
13.6 

5.8 


74 
172 
135 

94 

95 
32 
77 
78 
55 

94 
40 
115 
115 


Hancock  Sovereign  Inv 

C 

A 

7.2 

108 

Mairs  &  Power  Growth  Fund* 

B 

C 

4.4 

55e 

Hartwell  Emerging  Growth 

A+ 

F 

1.0 

126 

Horace  Mann  Grovrth  Fund* 

C 

D 

9.7 

38e 

lAA  Trust  Growth 

D 

C 

2.1 

73e 

Mass  Investors  Growth  Stock 

B 

C 

6.4 

90 

lAI  Regional  Fund 

A 

B 

3.5 

63 

Mass  Investors  Trust 

B 

C 

7.5 

88 

lAI  Stock  Fund 

0 

6 

3.9 

63 

Mathers  Fund* 

D 

C 

3.1 

47 

IDS  Discovery  Fund 

A 

D 

8.6 

102 

IDS  Equity  Plus  Fund 

B 

C 

10.5 

87 

IDS  Growth  Fund 

A 

D 

8.1 

94 

IDS  Mutual  Fund  (B) 

B 

C 

10.4 

88 

IDS  New  Dimensions  Fund 

A 

C 

5.3 

97 

IDS  Progressive  Fund 

D 

B 

20.2 

101 

IDS  Stock  Fund 

C 

B 

6.8 

86 

Income  Fund  of  America  (Bj 

B 

A+ 

12.0 

91 

Investment  Co  of  America 

B 

B 

7.0 

87 

Investors  Research  Fund 

D 

D 

-9.7 

113 

Ivy  Growth  Fund 

C 

A 

5.2 

123 

Janus  Fund* 

A 

A 

6.9 

48 

Japan  Fund*  (F) 

B 

C 

-16.7 

73 

JP  Growth  Fund 

C 

B 

5.6 

99 

Kemper  Growth  Fund 

A 

0 

-1.6 

110 

Kemper  International  Fund  (F) 

C 

B 

-4.8 

128 

Kemper  Small  Cap  Equity 

A 

D 

0.0 

121 

Kemper  Technology  Fund  C  D  -1.3  98 

Kemper  Total  Return  Fund  (B)  k+  D  2.5  109 

Keystone  America  Omega  A  F  3.8  125 

Keystone  Custodian  K- KB)  C  C  3.4  99 

Keystone  Custodian  K-2  B  D  8.2  81 

Keystone  Custodian  S-1  D  C  0.0  104 


Merrill  Lynch  Basic  Value 

0 

B 

10.4 

94 

Merrill  Lynch  Capital  Fund 

0 

A 

4.9 

92 

Merrill  Lynch  Healthcare  (G) 

c 

C 

3.7 

143 

Merrill  Lynch  IntI  Holdings  (G) 

c 

B 

4.1 

140 

Merrill  Lynch  Pacific  Fund  (F) 

A 

8 

-8.4 

116 

Merrill  Lynch  Phoenix  Fund  (B) 

B 

C 

26.5 

135     1 

Merrill  Lynch  Special  Value 

F 

D 

17.0 

143 

Merrill  Lynch  Technology  (G) 

D 

D 

21.7 

65 

Mexico  Fund*  (F) 

A 

A+ 

12.1 

56    - 

MFS  Capital  Development  Fund 

C 

C 

7.7 

102 

MFS  Emerging  Growth  Fund 

A 

D 

7.3 

129 

MFS  Lifetime  Worldwide  Equity  (G) 

C 

B 

1.6 

143 

MFS  Research  Fund 

B 

D 

11.0 

100 

MFS  Special  Fund 

B 

C 

17.9 

134 

MFS  Total  Return  Fund  (B) 

A 

C, 

10.1 

90 

MSB  Fund* 

D 

C 

10.7 

93 

Mutual  Benefit  Fund 

B 

B 

10.5 

9'0 

Mutual  of  Omaha  Growth 

A 

C 

1.2 

109 

Mutual  of  Omaha  Income  (B) 

D 

A 

7.6 

100 

Mutual  Series  Beacon' 

C 

C 

22.8 

43 

Mutual  Series-Mutual  Shares* 

C 

A-i- 

21.3 

41 

Mutual  Series-Qualified' 

C 

A+ 

22.6 

42 

National  Income  &  Growth  (B) 

B 

B 

11.9 

127 

*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Morningstar;  Forbes. 
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Van  Kampen  Merritf 


WHAT'S  THE  KEY  TO  ACHIEVING 
HIGH,  TAX-FREE  INCOME? 


Menitt 
Mffn/c/pa/ 


DIRECTION. 


.'    Ifyour  goal  is  saving 
Tift  on  taxes,  consider  the 

•*  Van  Kampen  Merritt 
Municipal  Income  Fund.  With  a  varied  portfolio  of 
municipal  securities,  the  Fund  seeks  to  provide  high 
current  income  and  preservation  of  capital. 

You  receive  regular,  monthly  income  exempt 
from  federal  income  tax.  And,  the  Fund  is  convenient 
— with  a  low  minimum  investment  and  easy  access. 


Ask  your  investment  representative  for  an  investor's 
brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 
Or,  call  direct:  7  days  a  week ...  24  hours  a  day. 

l-800-DIALVKMext.i2oi. 


Van  Kampen  MerriW 

Investing  With  A  Sense  of  Direction® 


A  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  that  will  subject  certain  individuals  and 
corporations  to  the  alternative  minimum  tax  (AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


I^^^^^WI 


Fund 


National  Industries  Fund' 
National  Stock  Fund 
National  Total  Return  Fund  i 
Nationwide  Fund 
Nationwide  Growth  Fund 

N  &  B  Guardian  Fund* 
N  &  B  Manhattan  Fund* 
N  &  B  Partners  Fund* 
N  &  B  Selected  Sectors* 
New  Perspective  Fund  (G) 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expenset 


Permanent  Port-Permanent  (( 
Petroleum  &  Resources  Corp* 
Philadelphia  Fund 
Phoenix  Balanced  Fund  (B) 
Phoenix  Convertible  Fund  (B) 


T  Rowe  Price  Growth  Stock  Fund* 
T  Rowe  Price  IntI  Stock*  (F) 
T  Rowe  Price  New  Era  Fund* 
T  Rowe  Price  New  Horizons  Fund* 


-0.5% 
16.8 

9.7 

3.0 

6.3 


$75 
126 
125 
105 


Fund 


T  Rowe  Price  OTC 
Princor  Capital  Accumulation 
Princor  Growth  Fund 
ProvidentMutual  Gfrowth 
ProvidentMutual  Investment  Shrs 


Performance  in 

12-month      5-year 

UP      DOWN 

total      cumulative 

—markets— 

return      expense'  ' 

New  York  Venture  Fund 

A 

C 

12.1 

93 

Nicholas  Fund* 

B 

A 

12.6 

39 

Northeast  Investors  Growth* 

B 

C 

-0.8 

73 

Oppenheimer  Equity  Income 

D 

B 

7.1 

99 

Oppenheimer  Fund 

D 

F 

8.3 

112 

Oppenheimer  Global  Fund  (G) 

A 

B 

-14.2 

125 

Oppenheimer  Gold  &  Spec  Mins  (G) 

C 

C 

-10.1 

127 

Oppenheimer  Special  Fund 

B 

C 

13.3 

103 

Oppenheimer  Target  Fund 

C 

D 

10.3 

110 

Oppenheimer  Time  Fund 

B 

D 

1.5 

106 

Oppenheimer  Total  Return 

B 

D 

12.7 

104 

PaineWebber  Atlas  Global  Growth  (G) 

B 

C 

-8.5 

127 

Pax  World  Fund  (B) 

C 

C 

0.6 

55 

Penn  Square  Mutual  Fund 

D 

B 

8.7 

95 

Pennsylvania  Mutual  Fund 

C 

B 

16.2 

46 

D 

C 

2.5 

64 

Safeco  Growth  Fund* 

0 

0 

5.8 

29 

Safeco  Income  Fund* 

D 

c 

19.7 

91 

Salomon  Brothers  Capital 

A 

D 

6.7 

99 

Salomon  Brothers  Fund* 

C 

B 

12.9 

111 

Salomon  Brothers  Investors 

Phoenix  Growth  Fund 

B 

A 

4.3 

Phoenix  Stock  Fund 

C 

B 

7.6 

Phoenix  Total  Return 

0 

B 

10.3 

Pilgrim  MagnaCap  Fund 

c 

C 

8.0 

Pioneer  Fund 

c 

D 

13.6 

Pioneer  II  Fund 

c 

B 

9.2 

Pioneer  Three  Fund 

B 

B 

19.9 

T  Rowe  Price  Balanced*  (B) 

B 

D 

2.0 

T  Rowe  Price  Growth  &  Income* 

C 

B 

15.3 

108 
113 
126 
110 
101 


19.9 

95 

2.0 

50 

15.3 

45 

6.0 

43     - 

-3.5 

55 

2.1 

42 

10.3 

48 

Salomon  Brothers  Opportunity* 
Scudder  Capital  Growth* 
Scudder  Development  Fund* 
Scudder  Global  Fund'  (G) 
Scudder  Growth  &  Income  Fund* 


Scudder  International  Fund*  (F) 

C 

Security  Action  Fund 

C 

Security  Equity  Fund 

A 

Security  Investment  Fund 

F 

Security  Ultra  Fund 

D 

Selected  American  Shares 

B 

Selected  Special  Shares 

C 

Seligman  Capital  Fund 

A 

13.2% 
8.9 

10.1 
1.7 
2.2 


-3.1 

11.5 

4.9 

3.3 

7.3 

13.8 

7.0 

-1.9 

4.5 

9.5 

-2.7 
5.3 

10.7 
4.8 

7,6 

5.9 

8.3 

11.5 


$67 
96 
104 
139 
135 


A 

C 

19.0 

42 

ProvidentMutual  Total  Return  (B) 

D 

C 

12.9 

136 

A 

C 

17.8 

55 

Prudential  Equity  Fund 

B 

B 

13.6 

98 

C 

A 

17.5 

43 

Prudential  Global  Fund  (G) 

C 

D 

-4.5 

135 

B 

D 

21.1 

47 

Prudential  Growth  Fund 

D 

C 

4.5 

123e 

B 

A 

4.0 

101 

Prudential  Growth  Opportunity 

B 

D 

21.2 

121 

Putnam  Health  Sciences  Trust 

A 

0 

-10.5 

118 

Putnam  Investors  Fund 

C 

D 

7.9 

105 

Putnam  OTC  Emerging  Growth 

A 

C 

12.4 

127 

Putnam  Strategic  Income 

D 

6 

4.8 

118 

Putnam  Vista  Fund 

A 

B 

17.4 

106 

47 
47 
119 
22e 
85 

65 
52 
65 


65- 
124' 
112 
122 

138 
60 
70 


Prudential  Utility  Fund 

B 

A 

9.9 

97 

Putnam  Convert  Income-Growth  (B) 

B 

D 

21.1 

115 

Putnam  Energy-Resources  Trust 

D 

F 

6.8 

138 

Putnam  Fund  for  Growth  &.  Inc 

C 

B 

11.7 

105 

Putnam  Global  Growth  (G) 

A 

C 

0.2 

131 

Putnam  Voyager  Fund 

A+ 

D 

9.6 

118 

Quest  for  Value  Fund 

C 

A+ 

17.8 

141 

Rea-Graham  Balanced  Fund  (B) 

C 

G 

4.2 

152 

Royce  Fund-Value 

D 

B 

16.0 

116 

Safeco  Equity  Fund* 

B 

C 

9.3 

49 

*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  165  for  explanation. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Morningstar;  Forbes. 
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"1 

Performance  in 

12-month 

5-year 

UP 

DOWN 

total 

cumulative 

Oi( 

—markets— 

return 

expenset 

■■ 

'ligman  Common  Stock  Fund 

B 

B 

10.9% 

$84 

iligman  Growth  Fund 

B 

D 

11.3 

86 

1 

(ligman  Income  Fund  (B) 

D 

A 

17.5 

90 

s 

intinel  Balanced  Fund  (B) 

C 

B 

6.2 

125 

J     intinel  Common  Stock  Fund 

B 

A 

5.8 

121 

5     Jritinel  Growth  Fund 

B 

0 

6.0 

105 

I     jntry  Fund* 

6 

D 

7.5 

42 

equoja  Fund* 

C 

A+ 

9.3 

50 

e 

hearson  Appreciation 

B 

B 

6.2 

90 

hearson  Fundamental  Value 
hearson  Global  Oppors  (G) 

D 
C 

B 

14.8 

114 

D 

-6.3 

130 

hearson  Invest-Special  Equities 

0 

D 

9.1 

116 

it  New  Beginning  Growth  Fund* 

A 

C 

-2.1 

42 

it  New  Beginning  Income  &  Growth* 

C 

B 

4.9 

75 

Imith  Barney  Equity  Fund 

D 

C 

0.7 

95 

imith  Barney-Income  &  Growth 

D 

A+ 

7.2 

94 

ioGen  International  Fund 

D 

A+ 

8.5 

106 

»ource  Capital  Fund* 

D 

A+ 

13.2 

49 

itate  Bond  Common  Stock  Fund 

B 

D 

0.8 

109 

State  Bond  Diversified  Fund 

C 

B 

1.5 

109 

State  Street  Investment  Trust 

B 

C 

6.3 

70 

jteinRoe  Capital  Opportunities* 

0 

F 

2.4 

54 

SteinRoe  Special  Fund* 

A 

C 

13.9 

50 

SteinRoe  Stock  Fund* 

B 

D 

8.2 

46 

SteinRoe  Total  Return  Fund*  (B) 

C 

F 

7.9 

42 

Stratton  Growth  Fund* 

D 

C 

6.6 

68 

Stratton  Monthly  Dividend  Shares* 

D 

A+ 

10.3 

62 

Strong  Investment  Fund  (B) 

F 

A 

3.2 

60 

Strong  Total  Return  Fund  (B) 

D 

B 

«.5 

65 

Tempieton  Emerging  Markets*  (G) 

A 

A 

9.1 

96 

Templeton  Foreign  Fund  (F) 

■c 

A 

0.1 

105 

Tempieton  Growth  Fund  (G) 

B 

B 

4.1 

102 

Templeton  Income  Fund  (G) 

C 

A 

3.1 

94 

Tempieton  Smaller  Cos  Growth  (G) 

B 

D 

3.4 

124 

Templeton  World  Fund  (G) 

C 

C 

3.1 

101 

TNE  Growth  Fund 

A 

B 

-6.7 

122 

TNE  Growth  Opportunities 

C 

D 

9.3 

118 

TNE  Retirement  Equity  Fund 

D 

A 

16.6 

123 

Thomson-International  (G) 

B 

D 

-4.9 

138e 

Transamerica  Capital  Apprec 

D 

C 

5.4 

132 

,  Transamerica  Growth  &  Income  (B) 

C 

C 

6.0 

117 

. 

Tri-Continental  Corp* 

C 

C 

7.0 

34 

20th  Century  Growth  Investors* 

A 

D 

-4.3 

50 

Fund 


20th  Century  Select  Investors* 
20th  Century  Ultra  Investors* 
UMB  Stock  Fund* 
United  Accumulative  Fund 
United  Continental  Income  Fund  (B 

United  Income  Fund 
United  International  Grovrth  (F) 
United  New  Concepts  Fund 
United  Retirement  Shares  (B) 
United  Science  &  Energy  Fund 

United  Services-Global  Res*  (G) 
United  Services-Gold  Shares*  (F) 
United  Services-World  Gold*  (G) 
United  Vanguard  Fund 
USAA  Investment-Cornerstone*  (G) 

USAA  Mutual-Aggressive  Grovrth* 
USAA  Mutual-Growth  Fund* 
Value  Line  Fund* 
Value  Line  Income  Fund* 
Value  Line  Leveraged  Growth  Inv* 

Value  Line  Special  Situations* 
Van  Eck  Gold/Resources  Fund  (G) 
Van  Eck  International  Investors  (F) 
Van  Eck  World  Trends  Fund  (G) 
Vanguard  Explorer  Fund* 

Vanguard  lndex-500  Portfolio* 
Vanguard/Morgan  Growth* 
Vanguard  Small  Cap  Stock 
Vanguard  Special-Gold  &  Prec  (F) 
Vanguard  Trustees  Comm-lntI*  (F) 

Vanguard  Trustees  Comm-US* 
Vanguard  Wellesley  Income  Fund*  (E 
Vanguard  Wellington  Fund*  (B) 
Vanguard  Windsor  Fund* 
Vanguard  World-lntI  Growth*  (G) 

Vanguard  World-US  Growth*  (G) 
Washington  Mutual  Investors 
Winthrop  Focus  Funds-Aggressive 
Winthrop  Focus  Funds-Growth 

Winthrop  Focus  Funds-Grow  &  Inc 
Worldwide  Value  Fund*  (G) 
WPG  Growth  &  Income  Fund* 
WPG  Tudor  Fund* 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expenset 


A+ 
C 
C 
A 


-4.4% 
1.3 
7.1 

14.2 
10.4 

12.0 
-1.1 
4.5 
12.8 
-4.0 

-2.7 

-50.8 

-4.7 

3.4 

6.3 

-9.3 

9.8 

4.5 

1.7 
-2.5 

-3.5 

-4.5 

-29.1 

-8.5 

13.0 

7.4 

9.5 

18.1 

-19.4 

-8.7 

6.4 

8.6 

7.9 
16.3 
-5.8 

2.8 

0.1 

17.6 
1.9 

5.8 
-7.4 
13.6 

5.2 


$50 

50 

43 

117 

125 

118 
144 
147 
126 
129 

117 

77 

110 

133 

60 

40 
55 
36 

44 
45 

52 

149 
144 
141 
33 

10 
25 
9 
18 
22 

29 

19 
19 
14 
29 

25 
95 
93 
63 

68 

110 
66 
61 


*Funcl  has  no  load  or  shareholder-paid  12b-l  plan. 
Sources:  CDA/Wiesenberger;  Forbes;  Morningstar. 


t  See  page  166  for  explanation,     e:  Estimate.     (B):  Balanced.     (F):  Foreign.     (G):  Global. 
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THE  FUNDS 


Taxable  bond  funds 


Most  bond  funds  show  sharply  lower  returns  than  they  did 
one  year  earlier.  Unlike  in  1991 — when  falling  interest 
rates  boosted  the  value  of  bond  portfolios — interest  rates 
stayed  foirly  steady  in  1992.  Last  year  taxable  bond  fund 
returns  were  driven  more  by  interest  payments  than  b\' 
capital  appreciation.  The  best  12-month  returns  came 
mostly  from  funds  holding  high-yield  bonds.  The  median 
12-month  return  for  junk  bond  funds  was  17.1%,  versus 
6.6%  for  high-grade  bond  funds. 


Fund 

Performance  in 

12-month 

5-year 

UP 

DOWN 

total 

cumulative 

AAL  Bond  Fund 

—markets— 

B           C 

return 

expenset 

6.6% 

$99 

AARP  Inc-GNMA  &  US  Treasury* 

D 

B 

6.6 

36 

AARP  Inc-High  Quality  Bond* 

C 

C 

6.2 

55 

ACM  Government  Income  Fund* 

A 

D 

9.0 

79 

ACM  Government  Opportunity* 

5.9 
9.6 

61 

ACM  Government  Securities* 

77 

ACM  Government  Spectrum* 

6.5 

63 

ACM  Managed  Income  Fund* 

16.6 

55 

ACM  Managed  Multi-Market  Tr*  (1) 

-4.6 

149 

Advantage  Government  Securities 

C 

C 

9.8 

70 

AIM  Government  Securities 

D 

A 

6.3 

98 

AIM  High  Yield  Fund  (J) 

B 

A 

18.5 

107 

AIM  Income  Fund 

A 

D 

7.4 

98 

AIM  Limited  Maturity  Treasury  Shs 

F 

A 

5.9 

42 

Alliance  Bond-High  Yield  (J) 

C 

D 

16.2 

125 

Alliance  Bond-US  Government 

C 

C 

6.0 

104 

Alliance  Mortgage  Sees  Income 

C 

B 

7.7 

108 

Alliance  Multi-Market  Inc  &  Grow  (1) 

2.0 

145e 

Alliance  Multi-Market  Strategy  (1) 

-2.5 

153 

Alliance  Short-Term  Multi-Market  (1) 

0.3 

86 

Alliance  World  Income  (1) 

1.7 

83 

Allstate  Prime  Income  Trust 

5.8 

76e 

American  Adj  Rate  Term-1995* 

5.2 

36 

American  Adj  Rate  Term-1996* 

5.3 

31 

American  Capital  Bond  Fund* 

C 

0 

9.3 

36 

American  Capital  Corp  Bond 

C 

B 

8.5 

98 

American  Capital  Federal  Mort 

D 

B 

3.1 

98 

American  Capital  Govt  Sees 

B 

D 

6.5 

96 

American  Capital  High  YId  Inv  (J) 

C 

D 

17.3 

101 

American  Capital  Income  Trust* 

13.5 
15.1 

52e 

American  Government  Income* 

104 

American  Government  Inc  Port* 

16.3 

112 

American  High-Income  Trust  (J) 

14.3 

98  • 

American  Opportunity  Income* 

16.0 

58 

AMEV  Securities* 

D 

A 

9.1 

41 

Babson  Bond-Portfolio  L* 

B 

C 

7.9 

49 

o1 


To  be  listed,  a  bond  fund  must  have  $100  million  oi' 
more  in  assets  and  at  least  12  months  of  performance.  Th^. 
five-year  expense  figure  is  particularly  important  for  b( 
funds,  since  their  performance  otherwise  tends  to  \ar\'  les 
than  that  of  (fquit)'  funds.  The  benchmark  for  high-grac 
bonds  is  the  Merrill  Lynch  corporate/government  bor 
index.  We  rate  junk  bond  funds  with  $100  million  in  asset*- 
and  at  least  two  full  market  cycles,  comparing  them  witbit,. 
the  Merrill  Lynch  High  Yield  Master  Index.  iKjiusl 


Fund 


Bartlett  Capital-Fixed  Income* 
Benham  GNMA  Income* 
Benham  Target  Maturities-2000* 
Benham  Target  Maturities-2005* 
Benham  Target  Maturities-2015* 

Benham  Treasury  Note  Fund* 
Bernstein  Govt  Short  Duration* 
Bernstein  Intermed  Duration* 
Bernstein  Short  Duration  +* 
Blackrock  Advantage  Term  Trust* 

Blackrock  Income  Trust* 
Blackrock  Target  Term  Trust* 
Wm  Blair-lncome* 
Blanchard  Short-Term  Global  Inc  (I) 
Bond  Fund  of  America 

Capital  World  Bond  Fund  (I) 
Capstone  Govt  Income 
Cardinal  Government  Obligations 
Cigna  High  Income  Shares*  (1) 
Colonial  Federal  Securities 

Colonial  High  Yield  Securities  (J) 
Colonial  Income  Fund 
Colonial  InterMarket  Income  I* 
Colonial  US  Government 
Columbia  Fixed  Income  Sees* 

Common  Sense  Government 
Composite  US  Govt  Securities 
Comstock  Partners  Strategy  Fund 
Dean  Witter  Federal  Sees 
Dean  Witter  Global  S-T  Income  (I) 

Dean  Witter  Government  Income* 
Dean  Witter  High  Yield  Sees  (J) 
Dean  Witter  Intermediate  Income 
Dean  Witter  Premier  Income 
Dean  Witter  US  Govt  Securities 
Dean  Witter  World  Wide  Income  (I) 


Performance  in 
UP     DOWN 
—markets— 


C 

B 

A+ 

A+ 

A+ 


12-month     5-year 
total     cumulatively', 
return      expenset ; 


6.9% 

$50 

7.7 

31 

8.5 

34 

9.6 

34 

7.8 

32 

5.5 

30 

5.4 

33 

7.7 

32 

6.4 

33 

3.5 

59 

1.4 
6.1 
7.2 
3.5 
11.4 

0.8 
3.6 
5.4 
21.6 
6.2 

21.2 
8.9 

10.4 
5,0 


5.8 
24.2 
6.3 
4.1 
5.8 
3.1 


52 
47 
46 
66 


119 
55 
82 
159 
111 

114 
110 

52 
106 

33 


5.8 

115 

5.1 

90 

2.5 

101 

6.5 

75 

2.2 

77e 

36 

9.1 

84 

8/> 

61 

94 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services;  Morningstar;  Forbes. 
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jnd 


elaware  Group  Delchester  (J) 
elaware  Group  Treas  Res  Intermed 
lelaware  Group  US  Govt 
(odge  &  Cox  Income  Fund* 
•reyfus  A  Bonds  Plus* 


Performance  in 
UP     DOWN 
—markets— 


ireyfus  GNMA  Fund 
)reyfus  100%  US  Treas  Intermed* 
)reyfus  100%  US  Treasury  L-T* 
)reyfus  Premier  GNMA 

)reyfus  Short-Intermediate  Govt* 

■ 

)reyfus  Strategic  Governments  Inc* 
■aton  Vance  Government  Oblig 
iaton  Vance  High  Income  Trust  (J) 
Eaton  Vance  Prime  Rate  Res 
Eaton  Vance  Short-Term  Global  i 


Eaton  Vance  Short-Term  Treas 
Federated  High  Yield  Trust*  (J) 
Fidelity  Advisor  Limited  Term 
Fidelity  Advisor  Sh-lntermed  Govt 
Fidelity  Capital  &  Income*  (J) 

Fidelity  Ginnie  Mae* 
Fidelity  Global  Bond  Fund*  (I) 
Fidelity  Government  Securities* 
fidelity  Intermediate  Bond  Fund* 
Fidelity  Inv  Grade  Bond* 

Fidelity  Mortgage  Securities* 
Fidelity  Short-Term  Bond* 
Financial  Bond  Shs-High  Yield  (J) 
Financial  Bond  Shs-Select  Inc 
First  Australia  Prime  Income*  (I) 

First  Boston  Income  Fund* 
First  Investors  Fund  for  Income  (J) 
First  Investors  Government  Fund 
First  Investors  High  Yield  Fund  (J) 
Flag  Inv  Total  Return  US  Treas 

Fort  Dearborn  Income  Securities* 
Fortis  Advantage-Govt  Total  Ret 
Fortis  US  Govt  Securities  Fund 
Franklin  Adj  US  Govt  Securities 
Franklin  AGE  High  Income  Fund  (J) 

Franklin  Global  Opportunity  Inc  (I) 
Franklin  Principal  Maturity  Trust* 
Franklin  Short-lntermed  US  Govt 
Franklin  Tax- Advantaged  US  Govt 
Franklin  US  Government  Securities 
Franklin  Universal  Trust*  (J) 


A+ 


A+ 

A 

A 


D 

C 

C 

A+ 

D 


12-month     5-year 
total      cumulative 
return      expense! 


17.2% 
5.6 
6.4 
7.8 
8.2 

6.3 
7.2 
7.6 
6.5 
7.0 

5.0 

5.3 
17.8 

6.2 
-0.8 

3.2 

15.0 

7.2 

7.2 
28.0 

6.7 
4.4 
7.9 
6.1 
8.3 

5.6 

7.4 
14.6 
10.4 
-3.3 

"2.2 
16.7 

5.9 
18.9 

5.1 

8.7 
4.8 
5.6 
4.0 
16.5 

-0.2 

8.0 

6.6 

7.2 

7.3 
20.7 


$102 

74 

106 

32 

44 


25 
28 
82 
17 

44 
122 
110 

69e 
100 

30e 

38 

76e 

70e 

40 

40 
65 
35 
32 
35 

40 
43 
53 
58 
73 

40 
122 
137 
140 

84 

41e 
108 
81 
49 
69 

65 
161 

51 

77 

66 
173 


Fund 

Performance  in 

12-month 

5-year 

UP     DOWN 

total 

cumulative 

—markets— 

return 

expenset 

Fund  for  US  Govt  Securities 

D           B 

5.3% 

$91 

Global  Government  Plus*  (1) 

-0.3 

58 

Global  Income  Plus  Fund*  (1) 

1.8 

57 

Global  Yield  Fund*  (!) 

-1.0 

51 

GNA  Investors-US  Govt  Sees 

C           B 

5.8 

86 

Government  Income  Securities 
Gradison-McDonald  Govt  Inc 
GT  Invest-Global  Govt  Inc  (I) 
Hancock  Freedom  Global  Inc  (I) 


Hancock  US  Govt  Securities  D 

High  Income  Advantage  Trust*  (J) 
High  Income  Advantage  Trust  II*  (J) 
Hyperion  Total  Return  Fund* 
lAI  Bond  Fund  A-i- 


lAI  Reserve  Fund 
IDS  Bond  Fund 
IDS  Extra  Income  Fund  (J) 
IDS  Federal  Income  Fund 
IDS  Selective  Fund 

IDS  Strategy-Income  A 

InterCapital  Income  Securities*  D 

Intermediate  Bond  Fund  of  Amer 
ISI  Total  Return  US  Treasury 
Janus  Flexible  Income  Fund* 

Kemper  Adjustable  Rate  US  Govt  C 

Kemper  Diversified  Income  Fund  (J)  C 
Kemper  High  Income  Trust*  (J) 

Kemper  High  Yield  Fund  (J)  A 

Kemper  Inc  &  Cap  Preservation  C 

Kemper  Intermediate  Government* 
Kemper  Invest-Diversified  Income        B 
Kemper  Invest-Government  B 

Kemper  Invest-High  Yield  (J)  B 

Kemper  Invest-Short-lntermed  Govt 

Kemper  Invest-Short-Term  Global  (I) 
Kemper  Multi-Market  Income* 
Kemper  Short-Term  Global  Income  (I) 
Kemper  US  Government  Sees  B 

Keystone  America  Cap  Pres  &  Inc  I 
Keystone  America  Cap  Pres  &  Inc  II* 


6.1 

7.4 

1.9 

-2.3 


Hancock  Freedom  S-T  World  (1) 

3.4 

lOle 

Hancock  Income  Securities* 
Hancock  Investors  Trust* 
Hancock  Sovereign  Bond 
Hancock  Sovereign  Freedom  Govt 
Hancock  Strategic-Income  (J) 

B 
B 

C 
B 
D 

B 
B 
B 
D 
B 

9.2 
9.0 
8.0 
4.5 
7.5 

41 

41 
117 

78e 
130 

4.2 

121 

15.4 

50 

16.8 

49 

6.4 

109 

6.8 

55 

F 

A+ 

3.3 

43 

A 

C 

10.6 

86 

C 

C 

19.6 

92 

D 

A 

6.4 

90 

B 

C 

9.0 

87 

9.6 

11.0 

6.3 

4.4 

11.8 

6.1 
17.8 
18.8 
17.0 

7,9 


85 
35 
93 
85 
50 

55 
106 
llle 


5.4 

47e 

A 

16.7 

105 

D 

4.5 

93 

C 

16.1 

95 

1.3 

95 

-9.0 

92 

17.2 

50e 

-8.5 

85 

4.6 

77 

3.4 

72 

2.3 

57 

*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
I     Sources:  CDA/Wiesenberger;  Upper  Analytical  Services-,  Morningstar;  Forbes. 


e:  Estimate.     (I):  International.     (J):  Junk. 


Fdrbcs  ■  Februan'  15,  1993 


173 


■  fiH:1Hll:lii;iilili; 


Fund 


Performance  in     12-month     5-year 
UP     DOWN  total      cumulative 

— markets —  return      expenset 


Keystone  Custodian  B-1 
Keystone  Custodian  B-2 
Keystone  Custodian  B-4  (J) 
Legg  Mason  Inc-US  Govt  Intermed 
Lexington  GNMA  Income  Fund' 

Liberty  Financial  US  Govt  Sees 
Liberty  High  Income  Bond  J) 
Lord  Abbett  Bond-Debenture  (J) 
Lord  Abbett  Global-Income  (I) 
Lord  Abbett  US  Govt  Sees 

Lutheran  Brotherhood  High  Yield  (J) 
Lutheran  Brotherhood  Income 
Mackenzie  Fixed  income  Trust 
MainStay-Government  Plus 
MainStay-High  Yield  Corp  Bond  'J) 

MassMutual  Corporate  Investors' 
^»Merrill  Lynch  Corp-High  Income  (J) 
Merrill  Lynch  Corp-High  Quality 
Merrill  Lynch  Corp-lntermed 
Merrill  Lynch  Federal  Securities 

Merrill  Lynch  Global  Bond  Inv  &  Ret  (I) 
Merrill  Lynch  Prime  Fund 
Merrill  Lynch  S-T  Global  Income  (I) 
Merrill  Lynch  World  Income  I 
MetLife-State  Street  Govt  Income 

MetLife-State  Street  High  Income  (J) 

MFS  Bond  Fund 

MFS  Charter  Income' 

MFS  Government  Income  Plus 

MFS  Government  Markets  Income' 

MFS  Government  Premium  Fund 
MFS  Government  Securities 
MFS  High  Income  Fund  (J) 
MFS  Intermediate  Income' 
MFS  Lifetime  Govt  Income  -i- 


MFS  Lifetime  High  Income  (J) 
MFS  Lifetime  Intermediate  Inc 
MFS  Multimarket  Income  Trust' 
MFS  Worldv^ide  Governments  (I) 
Montgomery  Street  Income  Sees' 


\ 


c 

0 

3.8% 

$100 

D 

C 

9.7 

100 

D 

D 

17.9 

109 

6.3 

43 

A 

D 

5.2 

51 

D 

C 

6.0 

88e 

A 

B 

17.1 

96 

0 

A 

15.9 

90 

5.8 

113 

A 

D 

7.1 

95 

20.0 

108 

B 

C 

8.0 

99 

A 

0 

8.1 

123 

C 

D 

3.8 

90 

B 

B 

21.4 

95 

F 

Ah- 

17.6 

72e 

C 

A 

20.7 

70 

B 

C 

7.5 

70 

C 

B 

7.3 

52 

D 

B 

5.8 

80 

7.8 

84 

6.1 

68e 

-2.8 

80 

6.1 

83 

B 

D 

6.8 

53 

B 

C 

20.4 

104 

B 

B 

6.3 

93 

7.1 

48 

C 

D 

6.0 

118 

C 

C 

3.3 

51 

6.0 

107 

C 

C 

7.2 

110 

c 

c 

16.9 

103 

3.2 

49 

c 

D 

5.8 

98 

A 

D 

15.9 

114 

2.4 

111 

D 

A 

5.4 

61 

1.3 

125 

B 

A 

9.7 

38 

B 

D 

25.0 

105 

A 

D 

8.0 

93 

12.1 

123 

0 

A 

5.2 

33 

29.7 

256 

D 

A+ 

10.3 

33 

National  Bond  Fund  (J) 
National  Federal  Securities 
National  Multi-Sector  Fixed  Inc 
N  &  B  Limited  Maturity' 
New  America  High  Income  Fund' 
Nicholas  Income  Fund' 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources.-  CDA/Wiesenberger;  Upper  Analytical  Services:  Mornmgstar.  Forbes. 


Fund 

Performance  in 

12-month 

5-year  - 

t 

UP 

DOWN 

total 

cumulatni 

—markets— 

return 

17.4% 

expensef 

S8; 

Northeast  Investors  Trust' 

F 

A+ 

Oppenheimer  Champion  High  YId  (J) 

16.3 

121 

Oppenheimer  GNMA  Fund 

D 

B 

4.5 

114 

Oppenheimer  Goyt  Securities 

B 

C 

4.4 

94 

i^.te 

Oppenheimer  High  Yield  Fund  (J) 

F 

A 

13.8 

94 

iBI^i''' 

Oppenheimer  Multi-Sector  Income' 

7.9 

55 

|BIP> 

Oppenheimer  Strategic  Income 

7.5 

107  : 

h»Fe 

Oppenheimer  US  Government 

D 

C 

5.0 

106 

|B-» 

Overland  Express  Variable  Rate  Govt 

4.2 

67    fa 

Pacific  American  Income  Shares' 

C 

B 

7.7 

42  J 

fc'- 

Pacific  Horizon-US  Government 

7.6 

A 

Pacifiea  Asset  Preservation  Fund 

4.8 

39  ^ 

■anil' 

Pacifiea  Government  Income 

5.5 

85  1 

u 

PaineWebber  Global  Income  (1) 

1.2 

108e  1 

taft 

PaineWebber  High  Income  (J) 

A+ 

C 

24.1 

88   J 

PaineWebber  Income  Fund 

A 

D 

10.9 

96e    1 

PaineWebber  Inv  Grade  Income 

B 

C 

8.9 

87   : 

PaineWebber  S-T  Global  Inc  (1) 

3.2 

PaineWebber  US  Govt  Income 

B 

C 

6.2 

87     fc 

84       "^'"^ 
mk 

Parkstone  Bond 

6.2 

Parkstone  Intermediate  Govt  Oblig 

5.3 

84 

.  , 

Parkstone  Limited  Maturity 

5.8 

y2         !»*"■ 

Permanent  Port-Treasury  Bill 

F 

A-i- 

2.9 

37       '''*'' 

Phoenix  High  Yield  Fund  (J) 

D 

A 

17.0 

107       •>* 

Pilgrim  Adj  US  Govt  Sees  III 

7.1 

64e     I** 

Pilgrim  Prime  Rate  Trust 

6.5 

72 

Pilgrim  S-T  Multi-Market  Income  (1) 

F 

C 

-15.0 

115       eaw 

Pioneer  Bond  Fund 

C 

B 

7.9 

100       ni 

Piper  Jaffray  Govt  Income 

B 

0 

4.4 

102 

n 

Piper  Jaffray  Inst  Govt  Income 

12.3 

49 

n 

Portico-Bond  IMMDEX  Fund 

7.6 

25    * 

M 

Preferred  Income" 

24.7 

85 

n 

T  Rowe  Price  GNMA  Fund' 

C 

B 

6.5 

43 

M 

T  Rowe  Price  High  Yield  Fund'  (J) 

0 

B 

14.8 

119 

Bd 

T  Rowe  Price  IntI  Bond'  (1) 

2.9 

55 

B« 

T  Rowe  Price  New  Income  Fund' 

C 

C 

5.0 

44 

ik 

T  Rowe  Price  Short-Term  Bond' 
T  Rowe  Price  Spectrum-Income' 
T  Rowe  Price  US  Treasury  Intermed* 

D 

A 

5.0 
7.8 
6.3 

44 

48e 

4D 

it! 

Ik 
Mi 

Princor  Government  Securities  Inc 

A 

0 

6.1 

9'5 

Prudential  GNMA  Fund 

C 

D 

6.2 

96 

Prudential  Government  Plus 

B 

D 

6.7 

88 

Prudential  Govt  Secs-lntermed 

D 

C 

6.0 

40 

B»* 

Prudential  High  Yield  Fund  (J) 

C 

C 

16.0 

86 

*" 

Prudential  Intermed  Global  Inc  (1) 

3.5 

112 

>|A 

Prudential  S-T  Global-Inc  (1) 

-0.3 

81 

>^s 

e:  Estimate.    (I):  International.    (J):  Junk. 
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■n  vd 

mlj 

idential  S-T  Global-Assets  I 
idential  Structured  Maturity 
idential  US  Government 
tnam  Adjustable  Rate  US  Govt 
tnam  American  Government 

tnam  Diversified  Income  Trust 
tnam  Federal  Income 
'"'  litnam  Global  Governmental  Inc  (I) 
itnam  High  Inc  Convert  &  Bond* 
itnam  High  Yield  Advantage  (J) 

Itnam  High  Yield  Trust  (J) 
Itnam  Income  Fund 
itnam  Intermediate  Govt  Income* 
itnam  Master  Income  Trust* 
itnam  Master  Intermediate  Inc* 

Jtnam  Premier  Income  Trust* 
itnam  US  Govt  Income 
uest  for  Value-US  Govt  Income 
AC  Income  Fund* 
anieri  Adj  Rate  US  Govt  I 

cudder  GNMA  Fund* 
cudder  Income  Fund* 
cudder  International  Bond*  (I) 
cudder  Short-Term  Bond  Fund* 
cudder  Short-Term  Global  Inc*  (I) 

hearson  Income-Divers  Strategy 
hearson  Income-High  Income  (J) 
hearson  Invest-Govt  Sees 
hearson  Invest-lnv  Grade  Bond 
hearson  Managed  Governments 

>hearson  S-T  World  Income  (I) 
Shearson  World  Wide  Prime  Assets  (I) 
Sierra-Corporate  Income 
Sierra-US  Govt  Securities 
Smith  Barney-S-T  US  Treasury 

Smith  Barney-US  Government 
Spartan  Ginnie  Mae* 
Spartan  Governmertt  Income* 
Spartan  High  Incortie*  (J) 
Spartan  Limited  Maturity  Govt* 

SteinRoe  Income  Fund* 
I  SteinRoe  Intermediate  Bond* 
j  Strong  Advantage  Fund* 
j  Strong  Short-Term  Bond  Fund* 


Performance  in     12-month     5-year 
UP     DOWN  total      cumulative 

—markets—  return      expenset 


Fund 


Performance  in     12-month     5-year 
UP     DOWN  total      cumulative 

—markets—  return      expenset 


1.2% 

$74e 

7.0 

51 

A 

F 

6.3 

97e 

3.9 

97 

C 

D 

6.0 

96e 

12.2 

121 

B 

D 

6,0 

106 

4.5 

122 

27.3 

57 

A 

B 

18,5 

114 

C 

B 

19.5 

96 

B 

B 

9.8 

93 

7.0 

51e 

B 

A 

12.3 

54e 

12.1 

49 

11.8 

44 

D 

B 

6,6 

98 

6.0 

105 

5.0 

113 

-0.1 

65 

C 

C 

7.0 

50 

B 

C 

6.7 

49 

7.6 

63 

D 

B 

5.4 

39 

5.6 

50 

6.1 

81 

C 

C 

19.6 

83 

A 

D 

5.4 

72 

A+ 

F 

8,5 

78 

C 

C 

eri 

91 

-2.2 

93 

-1.7 

90 

9.7 

95e 

6.4 

85e 

5.9 

45e 

A 

C 

6.8 

66 

6.5 

9 

7.1 

33 

21.4 

35 

5.8 

31 

C 

B 

9.1 

45 

B 

C 

7,7 

35 

8.6 

50 

0 

A 

6.8 

25 

SunAmerica  Equity-US  Govt  Sees 
SunAmerica  Federal  Securities 
Templeton  Global  Govt  Income*  (I) 
Templeton  Global  Income  Fund*  (I) 
TNE  Bond  Income  Fund 

TNE  Government  Securities 
TNE  Premium  Income 
Thomson-Income 
Thomson-US  Government 
Transamerica  Govt  Securities 

Transamerica  Income  Shares* 
Transamerica  Inv  Quality  Bond 
Transamerica  Spec  Govt  Income 
20th  Century  Long-Term  Bond* 
20th  Century  US  Governments* 

United  Bond  Fund 
United  Government  Securities 
United  High  Income  Fund  (J) 
United  High  Income  Fund  II  (J) 
US  Government  Securities 

USAA  Investment-GNMA* 
USAA  Mutual-Income  Fund* 
UST  Master  Funds-Mngd  Income 
Value  Line  US  Government  Sees* 
Van  Eck  World  Income  Fund  (I) 

Van  Kampen  High  Yield  (J) 

Van  Kampen  Intermed  High  Income* 

Van  Kampen  Ltd  High  Income* 

Van  Kampen  Prime  Rate* 

Van  Kampen  US  Government 

Vanguard  Bond  Market  Fund* 
Vanguard  Fixed  Inc-GNMA* 
Vanguard  Fixed  Inc-High  YId*  (J) 
Vanguard  Fixed  Inc-I-T  US  Treas* 
Vanguard  Fixed  Inc-lnvest  Grade* 

Vanguard  Fixed  Inc-L-T  US  Treas* 
Vanguard  Fixed  Inc-Short-Term* 
Vanguard  Fixed  Inc-S-T  Federal* 
Vanguard  Fixed  Inc-S-T  US  Treas* 
Vanguard  Preferred  Stock  Fund* 

Warburg,  Pincus  Intermed  Mat  Govt* 
WPG  Government  Securities  Fund* 
Zenix  Income  Fund* 
Zweig  Total  Return* 


F 

A+ 

5.3% 

$96 

C 

C 

4.7 

95 

-0,6 

54 

1.6 

41 

B 

C 

7.5 

100 

A 

F 

6,8 

106 

5,6 

89 

D 

C 

8,3 

98 

C 

D 

3,6 

98 

A 

D 

6,1 

124 

A 

B 

7,4 

34 

B 

D 

6,0 

133 

5,3 

100 

A 

D 

5,5 

49 

D 

B 
C 

4,4 

50 

B 

7,5 

118 

B 

0 

7.1 

82 

C 

D 

16,5 

125 

D 

B 

15,5 

127 

C 

B 

7.6 

92 

6.1 

19 

A 

C 

8,3 

22 

A 

D 

5,8 

98 

C 

B 

6,3 

32 

-3,5 

117 

C 

C 

17.0 

120 

21.3 

95 

16.9 

95 

6.1 

82e 

B 

C 

6,3 
7.1 

85 

B 

c 

10 

B 

c 

6.8 

15 

D 

A 

14,3 

17 

7,8 

13 

A+ 

D 

9.8 

16 

A+ 

F 

7,4 

13 

D 

A 

7,3 

13 

D 

A 

6,2 

13 

6,/ 

13 

A 

C 

8.4 

28 

6.7 

30 

C 

B 

7,9 

38 

19,1 

177 

2.7 

57 

"Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation,     e:  Estimate, 
Sources:  CDA/Wiesenberger;  tipper  Analytical  Services;  Morningstar;  Forbes. 
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THE  FUNDS 


Municipal  bond  funds 


All  municipal  bond  fiinds  are  not  alike.  Some  take  on  more 
risk  b>'  focusing  on  high -yield  tax-free  bonds.  Others  seek 
safety-  b>'  heavily  weighting  their  portfolios  ^\■ith  insured 
securities.  Single-state  tax-exempt  tiinds  help  shareholders 
avoid  both  federal  and  state  income  taxes.  But  they  earn- 
slightly  higher  risk  because  their  portfolios  are  tied  to  the 
financial  health  of  just  one  state. 

To  be  listed  in  this  table,  a  tax-exempt  fiind  must  have  at 


least  12  months  of  performance  and  SI  00  million  in  assc 
Funds  with  at  least  fi\e  years  of  market  histon'  are  rate 
Each  of  the   72   months  from  Januan'   1987  throuL' 
December  1992  is  taken  as  a  bull  or  bear  month,  according 
to  the  performance  of  the  Lehman  Brothers  municif 
bond  index.  Composite  bull-  and  bear-market  perfo 
mance  is  calculated  for  each  fund  and  these  returns 
then  translated  into  a  letter  grade,  assigned  on  a  cur\e. 


Fund 


AAL  Municipal  Bond  Fund 
AARP  Insured  T-F  Inc-GenI  Bond' 
ABT  Southern  Master-FIa  T-F 
AIM  Municipal  Bond  Fund 
Alliance  Muni  Income-Calif 

Alliance  Muni  Income-Ins  Natl 
Alliance  Muni  Income-NatI 
Alliance  Muni  Income-New  York 
Allstate  Municipal  Income' 
Allstate  Municipal  Income  IT 

Allstate  Municipal  Inc  Oppor* 
Allstate  Municipal  Inc  Oppor  II' 
Allstate  Municipal  Inc  Oppor  IIT 
Allstate  Municipal  Premium  Inc" 
American  Capital  Muni  Bond 

American  Capital  T-E  Hi  YId 
American  Municipal  Term  Trust' 
Benham  Calif  Tax-Free-Insured' 
Benham  Calif  Tax-Free-lntermed' 
Benham  Calif  Tax-Free-L-T* 

Bernstein  Diversified  Muni' 
Bernstein  New  York  Muni' 
California  Tax-Free  Income' 
Calvert  Tax-Free  Reserves-Limited 
Churchill  T-F  Fund  of  Kentucky 

Colonial  California  Tax-Exempt 
Colonial  High  Income  Municipal' 
Colonial  Investment  Grade  Muni' 
Colonial  Mass  Tax-Exempt 
Colonial  Municipal  Income  Trust' 

Colonial  Tax-Exempt  Fund 
Colonial  Tax-Exempt  Insured 
Columbia  Municipal  Bond  Fund' 
Composite  Tax-Exempt  Bond 
Dean  Witter  Calif  Tax-Free  Income 
Dean  Witter  NY  Tax-Free  Income 


Performance  in 

12-month 

5-year 

Fund 

UP      DOWN 

total 

cumulative 

—markets— 

return 

expenset 

8.3% 

$95 

Dean  Witter  Tax-Exempt  Sees 

A+          D 

8.5 

37 

Delaware  Group  Tax-Free  USA 

9.1 

68 

Delaware  Tax-Free  Penn 

A             F 

9.0 

95 

Dreyfus  Calif  Tax-Exempt  Bond' 

C             A 

9.4 

69 

Dreyfus  Insured  Muni  Bond 

B            C 

9.2 

82 

Dreyfus  Intermediate  Muni  Bond' 

B            B 

10.4 

84 

Dreyfus  Massachusetts  T-E  Bond 

C             B 

10.7 

79 

Dreyfus  Municipal  Bond' 

C             B 

8.2 

37 

Dreyfus  Municipal  Income' 

8.2 

44 

Dreyfus  NJ  Municipal  Bond 

Performance  in 
UP      DOWN 
—markets— 


2.4 
3.2 
5.9 
11.5 


54 
55 
58 
72 


A 

D 

8.8 

92 

0 

A-t- 

9.0 

101 

12.6 

30 

A 

0 

9.2 

28 

D 

A 

7.1 

26 

B 

D 

8.1 

26 

6.5 

35 

6.9 

35 

C 

A 

8.3 

30 

F 

A+ 

5.0 

56 

C 

B 

8.5 

54 

0 

A 

7.8 

86 

6.5 

48 

6.8 

43 

B 

C 

9.5 

71 

F 

A 

6.7 

43 

D 

A 

8.3 

100 

C 

B 

7.5 

102 

C 

C 

6.4 

29 

C 

C 

9.0 

80 

C 

0 

7.8 

66 

C 

D 

8.7 

70 

Dreyfus  NY  Insured  T-E  Bond 
Dreyfus  NY  Tax-Exempt  Bond' 
Dreyfus  NY  T-E  Intermed  Bond 
Dreyfus  Short-Intermediate  T-E 
Dreyfus  Strategic  Municipal  Bond' 

Dreyfus  Strategic  Municipals' 
Dupree-Kentucky  Tax-Free  Inc' 
Eaton  Vance  California  Munis 
Eaton  Vance  Florida  Tax-Free 
Eaton  Vance  National  Munis 

Eaton  Vance  NJ  Tax-Free 
Eaton  Vance  NY  Tax-Free 
Eaton  Vance  Penn  Tax-Free 
Federated  Intermediate  Municipal' 
Fidelity  Advisor  High  Inc  Muni 

Fidelity  Calif  Tax-Free  High  Yield- 
Fidelity  Calif  Tax-Free  Insured" 
Fidelity  Mass  Tax-Free  High  Yield' 
Fidelity  Mich  Tax-Free  High  Yield' 
Fidelity  Minnesota  Tax-Free' 

Fidelity  NY  Tax-Free  High  Yield- 
Fidelity  NY  Tax-Free  Insured' 
Fidelity  Ohio  Tax-Free  High  Yield' 
Fidelity  Tax-Free-Aggressive' 
Fidelity  Tax-Free-High  Yield' 
Fidelity  Tax-Free-lnsured- 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources:  CDA/Wiesenberger:  Upper  Analytical  Services:  Morningstar:  Forbes. 
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D 

D 
8 
B 

k+ 


k+ 


12-month 
total 
return 

9.1% 

9.7 

9.1 

6.6 

7.7 

8,7 
7.5 
8.4 
8.9 


8.5 
8.9 
9.4 
6.7 
13.3 


7.8 
9.2 
7.7. 
7.1 
11.1 

8.7 
9.2 
9.3 
9.5 
7.6 

9.0 
8.6 
8.7 
9.2 
8.4 
7.9 


5 -year 

cumulate 

expenset^ 

$65 


34 
48 

35 

42  f 
34    f 

43  f 
37 

45 
35 
43 
36 
43 


8.0 

44 

7.9 

36 

6.1 

94 

8.0 

84 

10.0 

91 

85 
85 
24 
93e 

30 
33 
29 
31 
34 

31 

31  ■ 

32 

33 

29 

32 


Ht)ibcs  ■  Fcbrii.in  IS,  1^^*^ 


nd 


lelity  Tax-Free-Ltd  Term  Munis* 
lelity  Tax-Free-Municipal  Bond* 
lancial  Tax-Free  Income  Shares 
•st  Investors  Insured  Tax-Exempt 
st  Investors  NY  Insured  T-F 


ijwigship  Tax-Ex-All-American 
( lagship  Tax-Ex-Conn  Double 
flagship  Tax-Ex-Florida  Double 
agship  Tax-Ex-Kentucky  Triple 
agship  Tax-Ex-Limited  Term 

lagship  Tax-Ex-Michigan  Triple 
lagship  Tax-Ex-NC  Triple 
lagship  Tax-Ex-Ohio  Double 
lagship  Tax-Ex-Tenn  Double 
ortress  Municipal  Income 


Performance  in      12-month     5-year 
UP      DOWN  total      cumulative 

—markets—  return      expenset 


ranklin  Alabama  Tax-Free  Income 
ranklin  Arizona  Tax-Free  Income 
ranklin  Calif  Insured  T-F  Income 
ranklin  Calif  Tax-Free  Income 
ranklin  Colo  Tax-Free  Income 

ranklin  Conn  Tax-Free  Income 
•>anklin  Federal  Tax-Free  Income 
ranklin  Florida  Tax-Free  Income 
ranklin  Hi  YId  Tax-Free  Income 
ranklin  Insured  Tax-Free  Income 

Franklin  Mass  Insured  T-F  Income 
Franklin  Mich  Insured  T-F  Income 
Franklin  Minn  Insured  T-F  Income 
Franklin  Missouri  Tax  Free  Income 
Franklin  NJ  Tax-Free  Income 

Franklin  NY  Tax-Free  Income 
Franklin  NC  Tax-Free  Income 
Franklin  Ohio  Insured  T-F  Income 
Franklin  Oregon  Tax-Free  Income 
Franklin  Penn  Tax-Free  Income 

Franklin  PR  Tax-Free  Income 
Franklin  Texas  Tax-Zree  Income 
Franklin  Virginia  Tax-Free  Income 
General  Calif  Municipal  Bond 

General  Municipal  Bond 
General  NY  Municipal  Bond 
Hancock  Freedom  Mngd  Tax-Ex 
Hancock  Tax-Exempt  Income 


D 

A 

8.1% 

$34 

B 

C 

8.9 

25 

A+ 

F 

8.8 

51 

D 

B 

8.1 

126 

C 

C 

8.8 

134 

10.6 

70 

A 

D 

8.9 

75 

8.7 

55 

A 

D 

9.3 

73 

D 

A 

8.7 

49 

A 

D 

9.6 

83 

A 

D 

8.8 

91 

B 

C 

8.4 

90 

A 

D 

9.1 

84 

D 

A 

7.9 

62 

C 

C 

8.6 

76 

B 

C 

9.8 

68 

B 

C 

8.6 

68 

D 

A 

9.2 

65 

B 

B 

9.8 

75 

8.2 

76 

C 

B 

9.5 

66 

B 

C 

8.6 

67 

C 

A 

9.1 

67 

B 

C 
C 

9.2 

67 

C 

8.8 

74 

C 

C 

9.3 

70 

C 

B 

8.4 

73 

C 

B 

ff8 

76 

9.0 

70 

D 

A 

11.0 

66 

B 

C 

9.0 

76 

C 

B 

8.8 

71 

B 

C 

8.5 

73 

B 

B 

9.6 

70 

C 

B 

8.9 

75 

8.4 

75 

B 

C 

8.8 

74 

8.0 

19 

A 

C 

9,8 

1 

0 

B 

10.1 

28 

A 

D 

7.6 

71 

B 

D 

8.3 

109 

Fund 


Hawaiian  Tax-Free  Trust 
IDS  California  Tax-Exempt  Fund 
IDS  High  Yield  Tax-Exempt  Fund 
IDS  Insured  Tax-Exempt  Fund 
IDS  Minnesota  Tax-Exempt  Fund 

IDS  Tax-Exempt  Bond  Fund 
Kemper  California  Tax-Free  Inc 
Kemper  Florida  Tax-Free  Inc 
Kemper  Municipal  Bond  Fund 
Kemper  Municipal  Income  Trust* 

Kemper  New  York  Tax-Free  Fund 
Kemper  Strategic  Municipal  Inc* 
Keystone  America  Tax-Free  Inc 
Keystone  Tax-Exempt  Trust 
Keystone  Tax-Free  Fund 

Liberty  Financial  Tax-Free  Bond 
Liberty  Muni  Securities 
Limited  Term  Municipal-NatI 
Lord  Abbett  Calif  Tax-Free  Inc 
Lord  Abbett  Tax-Free  Inc-NatI 

Lord  Abbett  Tax-Free  Inc-NJ 
Lord  Abbett  Tax-Free  Inc-NY 
Lutheran  Brotherhood  Muni  Bond 
MainStay-Tax-Free  Bond 
Merrill  Lynch  Calif  Muni  Bond 

Merrill  Lynch  Florida  Muni 
Merrill  Lynch  Muni-High  Yield 
Merrill  Lynch  Muni-Insured 
Merrill  Lynch  Muni-Ltd  Maturity 
Merrill  Lynch  Municipal  Income 

Merrill  Lynch  NY  Muni  Bond 
MetLife-State  Street  Tax-Exempt 
MFS  California  Municipal  Bond 
MFS  High  Yield  Muni  Bond 
MFS  Lifetime  Municipal  Bond 

MFS  M-S  Muni  Bond-Maryland 
MFS  M-S  Muni  Bond-Mass 
MFS  M-S  Muni  Bond-New  York 
MFS  M-S  Muni  Bond-N  Carolina 

MFS  M-S  Muni  Bond-S  Carolina 
MFS  M-S  Muni  Bond-Virginia 
MFS  Municipal  Bond 
MFS  Municipal  Income  Trust* 


Performance  in 

12-month 

5-year 

UP 

DOWN 

total 

cumulative 

—markets— 

return 

expenset 

D 

B 

7.9% 

$75 

C 

C 

8.3 

82 

C 

B 

8.7 

81 

B 

D 

9.0 

84 

D 

B 

8,5 

83 

B 

F 

6.8 

82 

C 

D 

7.8 

77 

8.7 

58 

A 

D 

8.7 

70 

11.1 

36e 

C 

D 

8.9 

78 

9.3 

39e 

D 

B 

8.6 

109 

C 

0 

7.0 

91 

C 

C 

7.5 

59 

C 

B 

8.9 

73e 

B 

C 

8.4 

89 

F 

A+ 

7.7 

80 

B 

C 

9.0 

81 

B 

C 

8.7 

85 

c 
c 
c 

c 

D 

A+ 

C 

C 
0 
C 
A 


C 

D 
B 
D 

A+ 


9.2 
8.8 
8.9 
8.3 
6.7 

8.2 
9.4 

9.0 
5.6 
7.9 

10.4 
9.3 
8.6 
8.0 
7.9 

6.7 
79 
9.4 
6.5 

7.1 
6,9 
9.3 
7.7 


48 
86 
92 
65 
72 

62 
68 
62 
28 

64 

74 

105 

68 

99 

101 

106 
101 
80 
102 

105 

102 

77 

64 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources.-  CDAAViesenberger:  Upper  Analytical  Services;  Morningstar;  Forbes. 
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Fund 


Municipal  High  Income  Fund* 
MuniEnhanced  Fund* 
MuniVest  Fund* 
Mutual  of  Omaha  Tax-Free  Inc 
National  Calif  Tax-Exempt  Bonds 


Performance  in 
UP      DOWN 
—markets— 


Nuveen  Calif  Muni  Market  Oppor* 
Nuveen  Calif  Muni  Value* 
Nuveen  Calif  Perform  Plus  Muni* 
Nuveen  Calif  Quality  Inc  Muni* 
Nuveen  Calif  Select  Quality  Muni* 


Nuveen  Calif  T-F  Value  C 

Nuveen  Florida  Invest  Quality  Muni* 
Nuveen  Insured  Muni  Bond  A 

Nuveen  Insured  Muni  Opportunity* 
Nuveen  Insured  Quality  Municipal* 


Nuveen  Municipal  Value  Fund* 
Nuveen  NJ  Invest  Quality  Muni* 
Nuveen  NJ  Quality  Inc  Muni* 
Nuveen  NY  Insured  T-F  Value 
Nuveen  NY  Invest  Quality  Muni* 


Nuveen  Penn  Invest  Quality  Muni* 
Nuveen  Penn  Quality  Inc  Muni* 


12-month     5-year 
total      cumulative 
return      expenset 


Fund 


i% 


12.4 

10,7 

8.7 

6.9 


10.9 
7.9 

11.7 
9.1 

11.0 

9.2 
10.7 

9.6 
11.1 
11.6 


$44 
35 
33 
91 
82 


National  Securities  T-E  Bonds 

B 

C 

8.4 

84 

Nationw^ide  Tax-Free  Income 

B 

D 

9.4 

49 

New  York  Muni  Fund 

A 

F 

11.9 

86 

Nuveen  Calif  Insured  T-F  Value 

A 

D 

9.3 

80 

Nuveen  Calif  Invest  Quality  Muni* 

11.4 

38 

40 
40 
38 
40 

81 
39 
84 
37 
38 


Nuveen  Invest  Quality  Muni* 

11.0 

37e 

Nuveen  Michigan  Quality  Inc  Muni* 

11.2 

41 

Nuveen  Municipal  Advantage  Fund* 

9.0 

37 

Nuveen  Municipal  Bond  Fund             D 

B 

8.5 

79 

Nuveen  Municipal  Market  Oppor* 

11.1 

37 

9.1 

40 

10.1 

38 

10,1 

44 

9.7 

82 

12.7 

40 

Nuveen  NY  Muni  Market  Oppor* 

12.7 

42 

Nuveen  NY  Muni  Value* 

C 

B 

9.3 

42 

Nuveen  NY  Performance  Plus  Muni* 

12.6 

41 

Nuveen  NY  Quality  Inc  Muni* 

10.5 

40 

Nuveen  NY  Select  Quality  Muni* 

12.6 

42 
83 

Nuveen  Ohio  T-F  Value 

A 

D 

9.4 

9.4 

83 

11.9 

39 

11.2 

44 

10.6 

37 

Nuveen  Performance  Plus  Muni* 

10.6 

37 

Nuveen  Premier  Insured  Muni  Inc* 

10.1 

37 

Nuveen  Premier  Muni  Inc* 

10.1 

38  ■ 

Nuveen  Premium  Income  Muni* 

10,0 

33 

Nuveen  Quality  Income  Municipal* 

11.7 

39e 

Performance  in 
UP     DOWN 
—markets— 


12-month  5-year  t 
total  cumulative] 
return      expenset"! 


Nuveen  Select  Quality  Municipal* 

10.5% 

$40e 

Nuveen  Texas  Quality  Inc  Muni* 

10,1 

43 

Oppenheimer  Calif  Tax-Exempt 

7.7 

100 

Oppenheimer  New  York  Tax-Exempt 

D 

B 

9.0 

96 

Oppenheimer  Tax-Free  Bond 

C 

9.7 

96 

Overland  Express  Calif  T-F  Bond 

9.1 

73 

Pacific  Horizon-Calif  T-E  Bond 

D 

C 

8.6 

96 

Pacifica  Calif  Tax-Free 

8.2 

84 

PaineWebber  Calif  T-F  Income 

C 

B 

7.5 

88 

PaineWebber  Natl  T-F  Income 

B 

0 

7.7 

86 

Parkstone  Michigan  Muni  Bond 

7.0 

82 

Parkstone  Municipal  Bond 

7.4 

81 

Piper  Jaffray  Minnesota  Tax-Exempt 

8.1 

86 

Premier  Calif  Muni  Bond 

B 

B 

8.3 

69 

Premier  Municipal  Bond 

A 

B 

10.0 

72 

Premier  State  Muni-Conn 

B 

c 

8.7 

71 

Premier  State  Muni-FIa 

A 

c 

9,0 

71 

Premier  State  Muni-Md 

B 

c 

8,3 

72 

Premier  State  Muni-Mich 

A 

D 

9,3 

72 

Premier  State  Muni-Minn 

B 

B 

8,4 

72 

Premier  State  Muni-Ohio 

B 

B 

9,4 

71 

Premier  State  Muni-Penn 

A 

B 

9,8 

73 

T  Rowe  Price  Calif  T-F  Income  Bond* 

C 

C 

8,9 

30 

T  Rowe  Price  Maryland  T-F  Bond* 

C 

D 

8,5 

32 

T  Rowe  Price  Tax-Free  High  Yield* 

0 

A 

9,6 

42 

T  Rowe  Price  Tax-Free  Income* 

C 

0 

9,4 

31 

T  Rowe  Price  T-F  Short  Intermed* 

F 

A 

6,0 

34 

Prudential  Calif  Muni-Calif 

C 

C 

8,8 

50 

Prudential  Calif  Muni-Income 

10,1 

50 

Prudential  Muni  Bond-High  Yield 

8.8 

44e 

Prudential  Muni  Bond-Insured 

8.4 

89e 

Prudential  Muni  Ser-New  Jersey 

9.0 

67e 

Prudential  Muni  Ser-New  York 

C 

C 

9.9 

82e 

Prudential  Muni  Ser-Ohio 

B 

D 

9.0 

86e 

Prudential  Muni  Ser-Penn 

A 

0 

9.6 

85e 

Prudential  Natl  Municipals 

B 

D 

8.9 

9De    : 

Putnam  Calif  Tax-Exempt  Income 

B 

C 

8.5 

76     j 

Putnam  Florida  Tax-Exempt  Income 

9.6 

78 

Putnam  High  Yield  Municipal  Trust* 

12.7 

57 

Putnam  Investment  Grade  Muni* 

14,0 

73e 

Putnam  Managed  Muni  Income* 

13,3 

67e 

Putnam  Mass  Tax-Exempt  Inc  II 

10.7 

92 

Putnam  Muni  Income 

11.3 

93 

*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  156  for  explanation. 
Sources:  CDA/Wiesenberger;  Upper  Analytical  Services:  Morningstar;  Forbes. 
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Hes  \\wking 
lis  wav  tliroudi 
kindergarten. 
Youre  \\Drking 
his  way  through 
college. 


Dreams  don't  come  true  overnight,  and  that's  why  you  look  to  Kemper  Mutual  Funds.  You  get  a  clear  point  of 
view  and  an  uncomplicated  investment  philosophy  You  know  you  can  trust  Kemper  discipUne  and  dihgence  to  help 
identify  the  smart  investment  opportunities  in  your  hiture.  And  diat's  the  stuff  dreams  are  made  of. 

Qll  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-733-7100,  exL  1601. 


^^^fflmuTU 


1 


laiFunos 


J 


Helping  Dreams  Come  True. 


Vjsre  you  invest  in  a  fund,  carefully  lead  the  biDcfiine  and  prospectus  contaiiviiig  more  complete  information,  including  management  fees  and  expenses.  Fund  peifonnanoe  cantKX  be  guaranteed.  210530 

@1993  Kemper  Financial  Senices,  Inc 
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Fund 

Performance  in 
UP      DOWN 
—markets— 

12-month 
total 
return 

5-year 

cumulative 

expenset 

Putnam  New  Jersey  Tax-Exempt  Inc 

8.7% 

W5 

Putnam  New  York  Tax-Exempt  Inc 

A 

D 

10.4 

79 

Putnam  Ohio  Tax-Exempt  Income  II 

C 

C 

8.9 

93 

Putnam  Penn  Tax-Exempt  Income 

9.6 

74 

Putnam  Tax-Exempt  Income 

A+ 

F 

10.5 

81 

Putnam  Tax-Free  Income-Hi  YId 

D 

A 

10.6 

73 

Putnam  Tax-Free  Income-Insured 

B 

D 

7.1 

90 

Rochester  Fund  Municipals 

D 

A+ 

11.2 

80 

Safeco  Municipal  Bond  Fund* 

A+ 

D 

8.7 

27 

Scudder  Calif  Tax-Free  Fund* 

A 

C 

9.4 

41 

Scudder  High  Yield  Tax-Free* 

A 

C 

10.9 

51 

Scudder  Managed  Muni  Bonds* 

A 

D 

9.0 

32 

Scudder  Massachusetts  Tax-Free* 

A+ 

F 

10.8 

24 

Scudder  NY  Tax-Free* 

B 

D 

10.2 

44 

Seligman  Select  Municipal* 

11.8 

45 

Seligman  Tax-Exempt-Mass 

B 

D 

9.2 

86 

Seligman  Tax-Exempt-Michigan 

A 

D 

9.3 

86 

Seligman  Tax-Exempt-Minnesota 

C 

D 

7.7 

87 

Seligman  Tax-Exempt-National 

A+ 

F 

7.9 

86 

Seligman  Tax-Exempt-Ohio 

B 

D 

8.4 

86 

Shearson  Calif  Municipals 

B 

C 

8.0 

83 

Shearson  Income-Tax-Exempt  Inc 

D 

B 

8.9 

73 

Shearson  Managed  Municipals 

A 

D 

9.3 

80 

Shearson  NJ  Municipals 

9.4 

84 

Shearson  NY  Municipals 

D 

A 

9.3 

82 

Sien^-Calif  Muni  Income 

9.2 

88e 

Sierra-NatI  Muni  Income 

10.1 

82e 

Sit  New  Beginning  T-F  Inconne* 

7.7 

40 

Smith  Barney  Muni  Bond-Calif 

B 

C 

8.6 

51 

Smith  Barney  Muni  Bond-Ltd  Term 

8.1 

45e 

Smith  Barney  Muni  Bond-NatI 

A 

C 

9.3 

60 

Spartan  California  Muni  High  Yield* 

8.8 

18 

Spartan  Conn  Muni  High  Yield* 

8.2 

27 

Spartan  Municipal  Income* 

8.4 

18 

Spartan  New  Jersey  Muni  High  Yield* 

8.7 

25 

Spartan  New  York  Muni  High  Yield* 

9.4 

19 

Spartan  Penn  Muni  High  Yield* 

A 

C 

9.1 

28 

Spartan  Short-lntermed  Muni* 

F 

A+ 

6.2 

28 

SteinRoe  High  Yield  Municipals* 

D 

A 

5.4 

35 

SteinRoe  Intermediate  Munis* 

D 

B 

7.6 

40 

SteinRoe  Managed  Municipals* 

B 

C 

8.3 

32 

Strong  Municipal  Bond  Fund* 

0 

B 

12.4 

5 

Fund 


SunAmerica  Tax-Ex-Insured 
Taurus  MuniNewYork  Holdings* 
Tax-Ex  Bond  Fund  of  America 
Tax-Ex  Fund  of  California 
Tax-Free  Fund  of  Colorado 


Perfonnance  in 
UP     DOWN 
— markets— 


12-month     5-year 
total     cumulathnj 
return      expenset*! 


*Fund  has  no  load  or  shareholder-paid  12b-l  plan,     t  See  page  166  for  explanation. 
Sources:  CDAAViesenberger;  Upper  Analytical  Services;  Morningstar;  Forbes. 
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e:  Estimate. 


6.6% 
11.8 
9.3 
8.5 
9.0 


$110 
42 
83 
85 
62 


UST  Master  Tax-Exempt-lntermed  D  B  8.4  77 

Value  Line  Tax-Exempt-Hi  YId*  D  B  7.8  29 

Van  Kampen  Calif  Quality  Muni*  11.1  78 

Van  Kampen  Florida  Quality  Muni*  12.9  80 

Van  Kampen  Insured  Tax-Free  B  C  9.5  90 

Van  Kampen  Muni  Income  Trust*  14.0  68 

Van  Kampen  Muni  Income  9.7  91 

Van  Kampen  Muni  Trust*  13.2  75 

Van  Kampen  Penn  Quality  Muni*  15.2  79 

Van  Kampen  Penn  Tax-Free  Inc  B  B  10.1  84 

Van  Kampen  Tax-Free  High  Inc  0.1  100 

Vanguard  California  T-F-lnsL-T*  A+  F  93  13 

Vanguard  Muni  Bond-High  Yield*  A+  D  9.9  12 

Vanguard  Muni  Bond-Ins  L-T*  A+  F  9.2  12 

Vanguard  Muni  Bond-lntenmd*  C  C  8.9  12 

Vanguard  Muni  Bond-Ltd  Term*  D  A  6.4  12 

Vanguard  Muni  Bond-L-T*  A+  F  9.3  12 

Vanguard  Muni  Bond-S-T*  F  /l+  4,7  12 

Vanguard  NJ  Tax-Free-Ins  L-T*  9.4  13 

Vanguard  New  York  Insured  T-F*  A  D  9.7  13 

Vanguard  Penn  Tax-Free-Ins  L-T*  A  D  101  13 

Venture  Muni  (  +  )  Plus  D  A  8.4  120 

Voyageur  Colorado  Tax-Free  C  A  10.4  80 

Voyageur  Minnesota  Insured  D  A  10.3  6/ 

Voyageur  Minnesota  Tax-Free  D  A  80  89 


Tax-Free  Trust  of  Arizona 

C 

B 

9.5 

69 

Tax-Free  Trust  of  Oregon 

D 

B 

7.7 

76 

TNE  Tax-Exempt  Income 

B 

D 

8.3 

93  ; 

Transamerica  Calif  Tax-Free  Inc 

9.1 

68 

United  Municipal  Bond  Fund 

A+ 

F 

9.5 

72 

United  Municipal  High  Income 

D 

A 

10.1 

80 

USAA  Tax-Exempt-Calif  Bond* 

8.3 

24 

USAA  Tax-Exempt-Intermediate* 

D 

A 

8.5 

22 

USAA  Tax-Exempt-Long-Term* 

B 

C 

8.6 

20 

USAA  Tax-Exempt-Short-Term* 

F 

A-i- 

5.9 

24 

USAA  Tax-Exempt-Virginia* 

8.5 

25 

Forbes  ■  February  15,  1V9 
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MUTUAL  FUNDS  PORTFOLIO 


ADVERTISEMENT  1 


'■-^'■■■■": 


Over  the  last  several  years,  individual  and  institutional  investors  have  been 

buying  mutual  funds  at  an  unprecedented  rate  —  with  no  signs  of  letting  up. 

Last  year  proved  to  be  the  biggest  year  for  fund  sales  ever,  with  current  mutual 

fiond  assets  estimated  at  well  over  $1  trillion. 

Clearly,  mutual  funds  have  benefits  that  continue  to  attract  investors.  While 
^  increasing  portfolio  diversification,  they  lower  risk  factors  and  transaction  fees. 
For  individual  investors,  mutual  fund  also  have  the  added  advantage  of  a 
financial  professional  at  the  helm  vdio  can  manage  the  fund  and  provide  the 

e]|>ertise  to  help  it  grow. 

FORBES  Mutual  Funds  Portfolio  gives  you  an  efiBcient  way  to  review  some  of 

today's  most  interesting  and  profitable  funds.  Each  of  the  funds  in  this  portfolio 

can  provide  you  with  a  prospectus  for  more  information.  For  faster  response, 

simply  call  the  800  numbers  indicated  in  each  ad  or  mail  in  the  reader  response 

card  included  in  the  section.  Before  sending  money,  read  each  prospectus 

carefully  to  make  sure  you  are  making  the  ri^t  investment  for  you* 


ani^ 


FORBES  MUTUAL  FUNDS  PORTFOLIO 


ADVERTISEK 


ACORN 

INTERNATIONAL 


Acom  International  is  a  small- cap  no-load  inter- 
nationol  growth  fund.  We  seek  capital  growth 
through  investment  in  a  diversified  portfolio  of  non- 
U.S.  companies.  Like  our  well-known  Acorn  Fund, 
we  are  investing  in  small  and  medium  size  com- 
panies that  show  promise  of  superior  performance. 

Please  call  for  a  prospectus  containing  more  complete 
information.  Read  it  carefully  before  you  invest. 

1-800-9-ACORN-9 

Wanger  Asset  Management,  L.P. 
227  W.  Monroe,  Suite  3000,  Chicago,  IL  60606-5016 


THE  AMERICAN  HERITAGE  FUND 

#1  CAPITAL  APPRECUTION  FUND  OF  1991-92 

Ttie  American  Heritage  Fund  is  an  aggressive 
Mutual  Fund  designed  for  investors  seeking  maxi- 
mum capital  growth.  Ttie  Fund  was  ranked  Ameri- 
ca's number  one  performing  Capital  Appreciation 
Fund  for  1991-92  by  Upper  Analytical  Services, 
Inc.  Past  performance  does  not  guarantee  future 
results.  For  more  complete  information  including 
chiarges,  risks  and  expenses,  call  1-800-735-1243 
for  a  FREE  PROSPECTUS.  Read  it  carefully 
before  you  invest. 

CALL  1-800-7351243 


Heiko  H.  Thieme 
CEO  and 
Portfolio  Manager 


THE  AMERICAN  HERITAGE  FUND,  INC.  y^ 

31  West  52nd  Street,  New  York  NY  10019        ^m/ 


BENHAM  GNMA  INCOME  FUND 

Low  Cost  —  Top  Performance 

Benham  GNf\/IA  Income  Fund  hias  been  consistently  ranked  by  Lipper 
Analytical  Services  as  one  of  ttie  top-performing  GNMA  mutual  funds. 
The  Fund  invests  in  hiigh-quality  mortgage-backed  securities  and  is 
designed  to  deliver  tiigti  performance  at  low  cost  without  sales 
commissions.  Call  for  more  complete  information,  including  a 
prospectus  describing  management  tees  and  expenses.  Read  it 
carefully  before  investing  or  sending  money. 

CaU  1-800-472-3389 

Upper  Analytical  Services  ranked  our  GNMA  Fund  among  ttie  top  11  out  of  up  to 
40  GNMA  funds  in  each  of  the  last  six  years.  Past  performance  is  no  guarantee  of 
future  results. 

Q  The  Benham  Group       3 


EVERGREEN  FOUNDATION  FUND 

The  Top  Fert'omiin»  BaLincctl  Fuuil 

Evergreen  Foundation  Fund  was  the  #1  Balanced  Fund  in  1992, 
according  to  Upper  Analytical  Services.  It  outperformed  all  othier  balanced 
funds  tracked  by  Lipper  for  ttie  period  since  it  was  introduced  on  January 
2, 1990  ttirougti  December  31, 1992.  Investing  in  botti  stocks  and  bonds^^ 
the  Fund  can  provide  a  diversified  foundation  for  your  investment 
program.  Call  for  a  prospectus,  which  should  be  read  prior  to  investing. 


4  1-»UU-235-l 

Euersreen 


1-800-235-0064 

Family  of  Funds 


Past  performance  is  no  guarantee  of  future  results. 


THE  BERGER  FUNDS 

LET  US  HELP 
YOU  CLIMB  THE 
MOUNTAIN ! 

For  long-term  growth, 

put  yoxir  investment  dollars 

in  the  BERGER  100  FUND. 

Here's  what  $10,000  invested  on  Sept.  30, 1974  in 
the  Berger  1 00  Fund  was  worth  1 8  years  later  on 
Nov.  30, 1992. 

Looking  for  growth  and  income?  We'd  also  like  to 
tell  you  about  the  performance  of  the  Berger  101 
Fund;  please  call  for  a  prospectus  and  study  it 
carefully  before  investing. 

Berger  Associates,  Inc. 

1-800-333-1001 


0 


BERGER  100 
FUND 

for 
Growth 


Average  Am 
Total  Returns  as  of  ^/3(l 


D 


Value  added  by 
reinvested  dividends. 

Value  added  by 
reinvested  capital  gains. 

Value  of  shares  initially 
acquired. 


lYEAR 

BERGER 
100  FUND 

7.0% 

BERGE 
101  FU^ 

8.0% 

3  YEAR 

17.6  % 

13.3  9 

5  YEARS 

18.0  % 

8.3  9 

10  YEARS 

16.6  % 

15.6  9 

15  YEARS 

15.9  % 

12.4  9 

From  9/30/74 

15.0  % 

13.6"! 

Past  performance  shows  the  fund's  history  and  does  not  guar.-i 
future  results.  The  figures  include  changes  in  share  price! 
reinvestment  of  dividends  and  capital  gains,  which  will  fluctuaj 
that  shares,  when  redeemed,  may  be  worth  more  or  less 
their  original  cost.  The  figures  include  the  deduction  of  12b-1  ^ 
beginning  in  June,  1990.  Source:  Lipper  Analytical  services. 


FORBES  MUTUAL  FUNDS  PORTFOLIO 


ADVERTISEMENT  3 


lUNDERS  MUTUAL  FUNDS 

PERFORMING,  NO-LOAI)  GROWTH  FUNDS 
HNED  WITH  THE  INVESTMENT 
MLITY  OF  A  FULL  FAMILY  OF  FUNDS 


Company 

unders  Discovery  Fund 

unders  Frontier  Fund 

il  Appreciation 
(unders  Special  Fund 

term  Growtti 
junders  Worldwide 
rowth  Fund 
)unders  Growth  Fund 

1  out  more. 
00-525-2440 


Long-term  Growtti  and  Income 
m  Founders  Blue  Chip  Fund 

Current  income  and 
Capital  Appreciation 
m  Founders  Equity  Income  Fund 

Current  Income 

m  Founders  Government 

Securities  Fund 
■  Founders  Money  Market  Fund 


24-hour  Information  Line 


Foimders 

Founders  Financial  Center 

2930  East  Third  Avenue 

Denver,  Colo.  80206 

Founders  Asset  Management,  Inc.,  Distributor 


ting  investors'  needs  since  1938  with  performance  and  quality 
ce.  Please  call  or  send  for  a  free  prospectus  which  contains  more 
plete  information  about  fees  and  expenses.  Read  it  carefully 
re  you  invest  or  send  money. 


HE  GABELLI  SMALL  CAP 
ROWTH  FUND 

iary  objective  is  a  high  level  of  capital  appreciation 
nvesting  in  equity  securities  of  smaller  companies. 
KDO  minimum  for  all  accounts. 

view  fundamental  research  as  a  three  pronged 
voach:  free  cash  flow,  earnings  per  share,  and 
•ate  market  value  (PMV).  We  blend  our  intrinsic 

value  analysis  with  the  search  for 

a  catalyst  that  will  surface  value  and  attract  investor 

attention."— Mario  J.  Gabelli 

1-800-GABELLI  (800422-3554) 
^  Gabelli  &  Company,  Inc.  7 


Mario  J.  Gabelli 


.T.  GLOBAL 
toRICA  GROWTH  FUND 

ws  Fund  is  managed  by  G.T.  Global,  one  of  today's  most  respected 
Sjibal  money  managers.  To  find  out  more  about  G.T.  Global's  unique 
^rspective  on  U.S.  investing  —  and  the  G.T.  America  Growth  Fund's 
-'rformance  —  call  or  write  today.  $500  minimum,  $100  for  IRAs. 

-aU  1-800-824-1580 

G.T.  GLOBAL 
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I'  a  prospectus  containing  nnore  complete  information,  including  charges 
xpenses.  Please  read  the  prospectus  carefully  before  investing. 


THREE  GERMANY  FUNDS 

THE  WAY  TO  INVEST  EV  GERMANY 

Listed  on  the  New  York  Stock  Exchange  and  managed  by 
The  Deutsche  Bank  Group: 


THE  GERMANY  FUND,  INC. 

-  investing  exclusively  in  German  equities, 
primarily  the  "blue  chips". 

THE  NEW  GERMANY  FUND,  INC. 

-  investing  primarily  in  the  middle-market 
German  companies,  and  up  to  20%  outside 
Germany  (with  no  more  than  10%  in  any  single 
country  outside  Germany). 

THE  FUTURE  GERMANY 
FUND,  INC. 

-  similar  to  Germany  Fund  but  with  an  emphasis 
on  companies  benefiting  from  developments  in  the 
former  "East  Germany"  as  well  as  Eastern  Europe. 


FOR  INFORMATION  CALL  YOUR  BROKER  OR 

1-800-GERMANY 
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THE  GABELLI  GROWTH  FUND 

Primary  objective  is  capital  appreciation  by 
employing  an  eclectic  earnings  driven  investment 
approach.  $1 ,000  minimum  initial  investment  for  all 
accounts.  No  initial  minimum  required  for  the 
Automatic  Investment  Plan.  Elizabeth  R.  Bramwell, 
CFA,  is  President  and  Chief  Investment  Officer. 

Call  1-800-GABELLI  (800-422-3554)  for  a  Prospectus  which 
contains  more  complete  information  including  fees  and 

expenses.  Read  it  carefully  before  you 

invest  or  send  money. 


Elizabeth  R.  Bramwell 


ISOO-GABELLI  (800-422-3554) 
Gabelli  &  Company,  Inc. 
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G.T.  GLOBAL 

GROWTH  &  MCOME  FUND 

Now  you  can  invest  in  blue  chip  stocks  and  high-quality  government 
bonds  from  around  the  world.  This  Fund  seeks  long-term  capital 
appreciation  with  current  income.  $500  minimum,  $100  for  IRAs. 

Call  1-800-824-1580 

G.T.  GLOBAL 


Call  for  a  prospectus  containing  more  complete  information,  including  charges, 
expenses  and  the  risks  associated  with  global  investing.  Please  read  the 
prospectus  carefully  before  investing.  '  * 
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JANUS  INCOME  FUNDS 

A  WEALTH  OF  OPPORTUNITIES 

Janus  Funds  has  an  outstanding  reputation  as  a  leader  in  long-term 
growth  funds.  But  did  you  know  that  Janus  also  offers  income  funds? 

Janus  income  funds  give  you  a  wealth  of  additional  opportunities  to 
diversify  your  investments.  They're  managed  with  the  same  care  as 
Janus  growth  funds,  but  they  offer  something  equity  funds  don't  — 
income.  There  are  three  Janus  income  funds  to  choose  from: 

The  New  Janus  Short-Term  Bond  Fund 

Janus  Flexible  Income  Fund 

Janus  Intermediate  Govenmient  Securities  Fund 


Explore  the  opportunities.  With  Janus  income  funds,  diversifying  your 
investments  is  easy.  Just  call  us  at  1-800-525-8983,  Ext.  413,  to 
receive  a  prospectus  with  more  complete  information.  Please  read  it 
carefully  before  you  invest.  And  you  can  choose  the  Janus  income 
fund  with  the  most  promising  opportunities  for  meeting  your  financial 
goals. 


Janus  Funds 

P.O.  Box  173375  Denver  CO 
80217-3375 

1-800-525-8983,  extension  413 
Ask  about  our  family  of  funds. 


1-800525-8983,  ext.  413 


12 


LEXINGTON  GOLDFUND 


A  no-load  fund  that  seeks  capital  appreciation  and  a  hedge  against  the 
loss  of  buying  power  of  the  U.S.  Dollar.  The  portfolio  provides  a  careful 
mix  of  gold  bullion  and  gold  mining  shares  with  assets  diversified 
throughout  the  world.  Privileges  include  free  telephone  exchange  and 
24-hour  shareholder  services. 


1-800-526-0057 

Lexington  Funds  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  last.„ 

13 


LEXINGTON 


LEXINGTON  GROWTH 
AND  INCOME  FUND 


A  no-load  fund  that  seeks  long-term  growth  of  capital  and  currant 
income  by  investing  in  the  stocks  of  large  ably  managed  and  well 
financed  companies.  Privileges  include  free  telephone  exchange  and 
24-hour  shareholder  services. 


LEXINGTON 


1-800-526-0057 

Lexington  Fluids  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  Is  last« 

14 


lAI  Emerging  Growth  Fuil  W 

id 
or! 


^B   lAI    EMERGINO  GROWTH   FUND 

□RUSSELL ; 
UnUAIOQEO 


2SOO   INDEX 


1  2    MONTHS 


SINCE    INCEPTION- 
S/S/>  I 


1^ 


MUTUAL  FUNDS 
Join  iht  I  hi  Family 

1  .800.945.3863    EXT.    602 


13... 


TheK 

•M 


tiiloni 

pot 
lids  arc 
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Results  as  of  9/30/92.  The  Russell  2500  is  an  unmanaged  index  and  ma 
be  a  trademark.  Past  performance  is  not  a  guarantee  of  future  results. 
Share  price  will  vary,  and  redemption  price  may  be  more  or  less  than       ^g£ 
original  cost.  Performance  figures  include  reinvestment  of  income  and 
capital  gain  distributions.  Please  read  the  Fund  Prospectus  carefully 
before  investing.  Fund  distribution  by  lAI  Securities,  Inc.  Member  SIPC 


LEXINGTON  WORLDWTOE 
EMERGING  MARKETS  FUND 

Uncovering  the  best  investments  on  earth  ^ 

A  no-load  fund  that  invests  in  equity  securities  of  companies  domicile<P* 
or  doing  txjsiness  in  emerging  countries  and  emerging  markets.  If  youp*' 
interested  in  participating  in  the  growth  potential  of  some  of  the  wc 
fastest  growing  capital  markets,  call  for  a  free  investor  kit. 


1-800-526-0057 

Lexington  Fluids  Distributor,  Inc. 

...because  the  first  thing  your  money  should  do  is  la 


LEXINGTON 
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Kemper  Tax-Free  Mutual  Funds. 

Don't  get  caught  in  the  tax  trap. 

Learn  how  to  earn  tax-free  income  NOH". 

l-800-KF$-5555  ext.  1602 

We'll  send  you  brochures  and  a  prospectus.  Before  you  invest  in  a  fund,  carefully 
the  prospectus,  containing  more  complete  information,  including  management 
and  expenses.  Income  from  tax-free  mutual  funds  may  ^^^^^ 
t)e  subject  to  state  and  local  taxes,  and  a  portion  may  |BHH|  I 

be  subject  to  the  alternative  minimum  tax  for  certain  ^^^^QmuTuairi 
investors.     212690     Kemper  Financial  Services,  Inc.   H^^HI 
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The  Kaufmann  Fund,  Inc. 
he  #1  Performing  Mutual  Fund 
or  The  Past  Five  Year  Period.* 


rence  Auriana  and  Hans 
h,  Portfolio  co-managers. 


Source:  Upper  Anal^ic^  Serrices 


1M7  IMS  1M9  19M  1M1  1M2 


)utperfonned  all  funds,  with  more  than 
twice  the  average  total  return. 

The  Kaufmann  Fund  is  a  no-load  growth  fund. 

•  Morningstar  5  Star  (*****)  Rating 

ir  information  please  call    |  ■OUU"2o  i  "0  I  02 


# 


riod  ending  12/31/92. 
:e  Febneuy  1986,  the  date  the  Fund  became  fiilly  operational  after 
-ganization.  the  Fund's  total  return  was  179%.  Total  returns  for 
ods  ending  December  31,  1992  are  historical  and  hdude  change 
hare  price,  reinvestment  of  dMdends  and  capital  gains.  Fix  more 
nmation  including  charges  and  expenses,  please  read  the 
spectus  carefully  before  you  invest.  The  performance  cited 
resents  past  performance;  investment  performance  fluctuates;  fund 
res  when  redeemed  may  be  worth  more  or  less  than  original  cost 
^reisa  0.2%  redemption  fee. 

E  KAUFMANN  FUND  •  17  Bltlwy  Ptao*.  NY,  NY  10004  •  Fn  (212)  344-0227 
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IE  LAUREL  STOCK  PORTFOLIO 
-Load,  No  Hassle. 

Laurel  Stock  Portfolio  is  a  no-load,  growth  and  income  investment 
le|ollo  available  for  a  low  minimum  Initial  investment  of  $1 ,000.  With 
lable  options  like  telephone  trading  and  automated  periodic 
stments,  we  make  it  easy  for  you  to  invest  when  and  how  you 
)se.  Call  today  to  receive  a  prospectus. 


^00-548-2868 


Distributed  by  Russell  Fund  Distributors,  Inc. 


prospectus  contains  important  information.   Read  it  carefully  before 

Ijiiting  or  sending  money.  The  price  per  share  of  the  Laurel  Stock  Portfolio 

luctuate  so  that,  when  redeemed,  an  investor's  shares  may  be  worth  more 

|3s  than  original  cost. 


JUND 
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FACTS 


atual  funds  are  the  single  most  popular 
vestment  vehicle  for  Americans'  Individual 
^tirement  Accounts.  Mutual  funds  account  for 
out  24  cents  of  every  dollar  of  IRA  assets.* 


1 1/9/92 


lAI  Regional  Fund 


Julnan  i  .  (liiug)  (.^arlin 
lAl  JKegional  Furni  i'lanagrr 

As  a  Forbes  reader,  you  have  probably  seen  our  name 
before.  Bing  and  his  Fund  have  been  named  to  the 
Forbes  Honor  Roll  for  the  \iaist  four  years  runningl 
While  we  appreciate  the  accolades  Forbes  and 
other  publications  have  given  Bing  and  the 
Regional  Fund,  there  is  only  one  way  to  make  a 
good  mutual  fund  purchase:  read  the  prospectus.  It 
is  yours  for  the  asking.  Call  today! 


1^ 


MUTUAL  FUNDS 
Join  the  lAI  Family 

1  .800.945.3863    EXT.    602 

Fund  distributed  by  lAI  Securities,  Inc.  Member  SIPC. 
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THE  MULTIPLE 

MUTUAL  FUND  PROGRAM '" 

Simplify  Your  Life  With 

•  Your  own  custom-tailored  portfolio  of  no-load  funds 

•  Comprehensive  performance  and  tax  reporting 

•  Diversification  among  funds  and  managers 

•  Long-term  investment  strategies  without  market  timing 

•  Annual  fees  that  start  as  low  as  $1 ,250 

A  service  of  Towneiey  Capital  Management,  Inc., 
registered  investment  advisors  since  1971 . 

1-800-545-4442  or  714-837-3580 

8:00AM  to  5:00Plv1  Pacific  Time 
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THE  QUEST  FOR  VALUE  FUNDS 

Top  performing  funds  managed  by  Quest  for  Value  Advisors,  a 

subsidiary  of  Oppenheimer  Capital,  one  of  the  nation's  leading 

institutional  investment  advisers. 

Quest  for  Value's  Opportunity  Fund,  Small  Capitalization  Fund, 

Investment  Quality  Income  Fund,  Global  Equity  Fund  and  National 

Tax  Exempt  Fund  are  top  performers,  as  reported  in  the  press 

throughout  1992.  ^.—^ 

Look  for  the  Quest  for  Value  Funds      f 

in  The  Wall  Street  Journal  ^       | 

Mutual  Fund  Scorecard. 

(800)  232-3863 

For  more  complete  information  about  ttie  Quest  for  Value  Funds,  including  ctiarges  and  expenses,  call 
your  Financial  Consultant  or  Quest  for  Value  for  a  prospectus.   Read  it  carefully  before  you  invest  or 
send  money.  The  performance  data  quoted  represents  past  performance.  The  investment  return 
and  principal  value  of  an  investment  will  fluctuate  so  an  investor's  shares,  when  redeemed,  may  22 
be  worth  more  or  less  than  their  original  cost 


Quest  For  Value 
Family  of  Funds 


FORBES  MUTUAL  FUNDS  PORTFOLIO 
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LEGG  MASON 

Special  Investment  Trust 
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THE  rUNDS  TOTAL  RETURN             CUMULATIVE 
AS  OF  DECEMBER  31 ,  1 992              TOTAL  RETURNS 

AVERAGE  ANNUAL 
TOTAL  RETURNS 

ONE  YEAR             1KQR% 

12/31/91-12/31/92                IViWU 

i5.3r- 

FIVE  YEAR            l^lt  fiR% 

12/31/87-12/31/92           IVVlUV 

20.65'' 

LIFE  OF  FUND     lAli  77% 

1 2/30/85  -12/31/92           1 1 J  ■  f  f 

13.70^' 

We  did  it!  We 
successfully 
outperformed 
the  S&P  500  five 
out  of  the  last 
five  years!!  Our 
small  company 
equity  fund  has 
shown  investors 
that  their  money 
has  been  well  managed  over  the  last  five  years.  For  a 
prospectus  containing  more  information,  including 
charges  and  expenses,  simply  call 

1-800-822-5544. 

Returns  for  the  S&P  500,  an  unmanaged 
index  of  common  stock  prices  reflect  rein- 
vestment of  dividends.  Legg  Mason  totals 
reflect  change  in  share  price  and  reinvest- 
ment of  capital  gains  and  dividends. 
Read  prospectus  carefully  before 
investing  or  sending  any  money. 

Adding  Value  To  Your  Future 


'C^ 


'LEGG 
MASON 


Special 
Investment  Trust 


The  returns  shown  are  based  (in  historical  results  and  are  not 

intended  to  indicate  future  performance.  The  investment  return 

and  principal  value  of  an  investment  in  the  fund  will  fluctuate  so 

that  an  investor's  shares,  when  redeemed,  mav  be  worth  more  or 

less  than  their  orieinal  cost. 
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RUSHMORE  AMERICAN 
GAS  INDEX  FUND 

Energize  Your  Portfolio  with 
Natural  Gas 


USHMORE 


Natural  gas  is  the  cleanest 
burning  fossil  fuel  and  may  help 
America  meet  its  clean  air  goals. 
Rushmore  American  Gas  Index 
Fund  is  the  only  pure  no-load  fund  that  invests 
exclusively  in  natural  gas  stocks,  offering  you  a 
convenient  way  to  participate  in  the  growth  of 
the  industry.  Call  for  a  free  prospectus. 


800-621-RUSH  (800-621-7874) 
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WOULD  YOU  LIKE  TO 
ADVERTISE  YOUR  FUNDS  IN 

FORBES  MUTUAL  FUNDS 
PORTFOLIO  SECTION? 

Call  Virginia  Carroll  at  212-620-2339 
for  further  information. 


THE  VALUE  LINE  FUND. 

THE  ONE  THAT'S  PERFORMEl 
THROUGH  BOOMS,  BUSTS  AN 
11  PRESIDENTUL  ELECTION! 


For  more  than  40  years,  in  fact.  And  during  those  four  decades,  i 
has  been  one  of  the  best  performing  funds  available. 

No  wonder.  Because  our  fund  is  based  on  the  time-tested  syster 
investing:  The  famed  Value  Line  Ranking  System. 

100%  No  Load 

No  12b-1  or  exit  charges,  either.  And,  for  that  matter,  no  sj 
charges  of  any  kind.  Which  means  that  more  of  your  money  go€ 
work  for  you. 


To  invest  in  the  fund  that's 
based  on  a  proven  system, 
call  today  for  a  prospectus 
on  The  Value  Line  Fund. 


1-800-233-0818  ext.  4600 


Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  princli 
value  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cc 
Please  read  the  prospectus,  which  contains  more  complete  information  includ' 
management  fees  and  expenses,  before  investing  or  sending  money.  Value  U 
Securities,  Inc.  Distributor  ^ 

a 


100%  NO-LOAD™ 
MUTUAL  FUND  COUNCIL 


Smart  investors  know  that  paying  commissions  to  buy  mutual 
funds  can  reduce  their  returns  —  so  they  look  for  no-load  funds. 
But  not  all  "no-load"  funds  are  completely  no-load. 

To  be  sure  you're  invested  in  a  1 00%  no-load  fund,  choose 
a  member  of  the  1 00%  No-Load  Mutual  Fund  Council.  As  an 
investor  in  a  member  fund,  you  pay: 

NO  sales  charges 

NO  12b-l  fees 

NO  back-end  loads 

NO  dividend  reinvesfmenf  charges 

The  Council's  60-page  1 993  100%  No-Load  Investment  Guide 
and  Membership  Directory  gWes  vital  information  on  more  than 
1 60  member  funds,  together  with  text,  charts  and  graphs  describ- 
ing the  advantages  of  1 00%  no-load  mutual  fund  investing. 

For  your  copy,  please  mail  $3.00 
(including  postage  and  handling) 


Q 


NO-LOAD™ 
r^  MUTUAL  FUND 
U  COUNCIL 


Dept.  F,  1501  Broadway,  New  York,  NY  10036 


A  new  generation  of  world  leaders  is  emerg- 
ing. Though  their  names  may  not  yet  be  so 
familiar,  their  contributions  in  many  fields  are 
already  attracting  wide  attention. 

For  more  than  two  decades,  the  World  Econ- 
omic Forum""  has  dedicated  itself  to  economic 
and  social  progress  by  encouraging  a  regular 
dialogue  among  today's  decision-makers. 

Now  we  are  seeking  to  broaden  this  global 
interaction  to  embrace  the  up-and-coming 
leaders  of  tomorrow.  Young  men  and  women 
whose  extraordinary  accomplishments  in 
business,  government,  the  media,  science, 
humanities  and  the  arts  embody  our  hopes 
for  a  better  world. 

From  more  than  a  thousand  nominations 
received  throughout  the  world,  200  "Global 
Leaders  for  Tomorrow"  have  been  selected. 
All  200,  born  after  1  January  1950,  were  cho- 
sen for  their  exceptional  achievements  and 
their  potential  to  influence  world  affairs. 

These  uncommon  individuals  were  invited 
to  take  part  in  our  1993  Annual  Meeting  in 
Davos,  Switzerland  where  they  had  an  oppor- 
tunity to  meet  and  exchange  a  wealth  of  ideas. 
We  hope  that  this  initial  encounter  on  1-3 
February  marks  the  beginning  of  long-lasting 
and  rewarding  friendships.  Detailed  profiles 
of  those  selected  have  been  published  in  the 
January/February  issue  of  our  magazine, 
World  Link. 

The  World  Economic  Forum  thanks  Nicolas 
Hayek,  Chairman  of  the  Omega  Watch 
Company  and  Donald  Keough,  President 
and  COO  of  the  Coca-Cola  Company,  for 
their  invaluable  support  and  involvement. 
Should  you  wish  to  learn  more  about  this 
on-going  initiative  or  about  our  other  activ- 
ities, we  invite  you  to  contact  us. 


53  chemin  des  Hauts-Crets 
CH-1223  Cologny/Geneva 

Switzerland 

Telephone  {41  22)  7360243 

Telefax  (41  22)  786  2744 

n 

OMEGA 


The  World  Economic  Forum  is  an  independent  and  impartial  foundation.  Founded  in  1971  and  headquartered  in  Geneva,  it  is 
tied  to  no  political,  partisan  or  regional  interests. 


The  Korean  stock  market  looks  tempting  to  foreign 
investors.  But  the  Korean  government  wants  to  make 
sure  they  don't  get  any  bargains. 

A  half-open  door 


1 


By  Damon  Darlin 

U.S.  AND  OTHER  foreign  money  is 
pouring  into  the  Korean  stock  mar- 
ket. Of  last  year's  total  $2  billion,  the 
majority  came  in  during  the  final 
three  months.  In  the  first  seven  days 
of  January,  $146  million  arrived,  27% 
more  than  a  year  earlier.  It  has  been 
attracted  by  a  booming  stock  market. 
The  Korea  Stock  Exchange  Index, 
under  500  in  August,  was  recently  at 
707,  up  more  than  50%. 

The  Korean  government  finally 
opened  the  country's  stock  market  to 
direct  investment  from  abroad  in  Jan- 
uary 1992,  but  complicated  registra- 
tion rules  and  limits  on  stock  pur- 
chases, combined  with  Korea's  politi- 
cal problems,  dampened  interest. 
Other  Asian  economies,  notably 
Thailand  and  Hong  Kong,  looked 
stronger. 


Then,  late  last  year,  the  Korean 
market  took  off  on  clear  signs  of 
falling  interest  rates  and  stronger  ex- 
ports. The  market  got  another  push 
after  the  Dec.  18  election  of  Kim 
Young  Sam  as  president,  promising 
political  stability. 

Korea's  gross  national  product  is 
expected  to  grow  about  5.5%  this 
year,  slow  by  Korean  standards  but 
among  the  world's  better  performers. 
James  Capel  Inc.  expects  Korea's 
stock  market  to  be  one  of  Asia's  best 
performers  this  year. 

"Last  year  Hong  Kong  was  hot 
because  everyone  was  thinking  of 
China.  But  people  now  are  realizing 
that  Korea  may  be  a  better  China 
play,"  says  Robert  K.  Kim,  the  man- 
ager of  the  Korean  Investment  Fund 
at    Alliance     Capital     Management 


llliei 
npan; 


kates 
Isiort: 


Corp.  "Korea  is  investing  now  a 
selling    their    goods    there,    but 
doesn't  have  the  political  risk  t 
Hong  Kong  carries."  Kim  has  p 
almost  a  third  of  the  fund's  mon 
into  construction  and  steel  stocki  ^^'^ 
partly  to  catch  that  anticipated  boorr  at  Is 

Unfortunately,  foreigners  wishii^  ^ 
to  invest  in  Korea  face  a  deck  stacke 
against  them  by  the  Korean  goverr 
ment.  In  almost  all  companies,  foi 
eign  investors  can  own  no  more  tha 
10%  of  a  company's  shares.  Qualit 
stocks,  such  as  Pohang  Iron  &  Steel  o 
Hyundai  Motor  Service,  have  Ion 
since  hit  their  foreign  ownership  cei 
ings.  Once  the  ceiling  is  hit,  a  foreigr 
er  can  buy  stock  only  from  anoth< 
foreigner.  The  result  is  a  two-ti< 
market:  one  price  for  Koreans,  anoti 
er  for  foreigners. 
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Premium  plays 

Fund 

Exchange 

Korea  Fund 

NYSE 

Korean  Investment  Fund 

NYSE 

Daehan  Asia  Trust 

Hong  Kong 

Daehan  Korea  Trust 

London 

Korea  1990  Trust 

Hong  Kong 

Korea  Asia  Fund 

Hong  Kong, 

Korea  Equity  Trust 

Hong  Kong 

Korea  Europe  Fund 

London 

Korea  Growth  Trust 

Hong  Kong 

Korea  International  Trust 

unlisted 

Korea  Liberty  Fund 

London 

Korea  Pacific  Trust 

Amsterdam 

Korea  Trust 

London 

Seoul  Asia  Index  Trust 

Singapore 

Seoul  International  Trust 

unlisted 

Seoul  Trust 

unlisted 

*SinceDec.  31,  1989. 

Source:  Robert  Fleming  Inc. 

London 


Market 

cap 

($mil) 

$275 
40 

91 
31 
23 

111 
24 

113 
38 

100 
36 
71 

109 
51" 
98 

116 


Recent 
price 

15 

iiy2 

878 
6% 
3% 

11% 
6% 
5y2 

29% 

39 
5% 
8y2 

49 
8% 

39 

29 


Net 
asset 
value 

$11.14 
10.52 

9.74 
7.72 
3.78 

12.04 
7.69 
5.25 

29.50 

38.73 
6.19 
-6.4 

48.92 
9.15 

37.83 

28.53 


Premium/ 
discount 

34.7% 
9.3 

-8.9 

-17.1 

-16.7 
-2.4 

-18.7 
4.8 
0.9 

0.7 
-7.1 

9.1 

0.2 
-8.5 

3.1 

1.7 


—Premium/discount*— 
high  low 


120% 
27 

1 
22 

19 
530 
23 
47 
22 

45 

31 

12 
441 
302 

80 

66 


-87% 
1.0 

-28 

-39 

-33 

-27 

-61 

-36- 

-37- 

-17 
-36 
-34 
-50 
0 
-20 
-35 


Premiums  can  be  high  on  popular  publicly  traded  Korea  funds,  but  those  trading  at  discounts  aren't 
necessarily  bargains— just  a  little  harder  to  get  in  and  out  of  because  they  are  less  liquid. 
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RcHE  For  S/mngs  With 

Anacomk 


The  more  successful  the 
mpany,  the  more  information 
:reates.  So  when  it  comes  time 
store  and  retrieve  this  valuable 
formation,  more  than  80%  of  the 
)RTUNE  500  rely  on  Anacomp 
id  micrographics  for  a  solution 
at  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  700  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 
y^  A  99%  savings  on 
the  cost  of  mailing 
♦  A  90%  savings  on 
the  cost  of  materials 
>^  A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  'Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  fi-ames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Let  us  'Anacomp  your  company." 
To  find  out  how,  contact  R  Lang 
Lowrey,  SVI^  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 

SRaGSiT 

The  Image  Of  The  Future 
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Korea 


Sprawling  Seoul 

GNP  is  expected  to  grow  about  5.5%  this  year,  slow  by  Korean  standards. 


Take  Korea  Mobile  Telecommuni- 
cations, the  countty's  cellular  phone 
monopoly.  For  Koreans  it  trades  at 
120,100  won  ($152)  a  share,  only 
about  10  times  1993  earnings,  while 
the  average  Korean  price/earnings 
ratio  is  13.  But,  for  foreigners  buying 
from  other  foreigners,  the  price  is 
210,175  won,  a  75%  premium. 

Where  there's  a  will,  there's  a  way. 


With  permission  from  the  Korean 
government,  Harr\'  Seggerman,  a 
Fairfield,  Conn,  money  fund  adviser 
who  once  ran  the  Japan  Fund,  estab- 
lished the  Daehan  International  In- 
vestment Trust.  Ostensibly  managed 
by  a  Korean  group,  Daehan  Invest- 
ment Trust  Co.,  an  investors'  council 
led  by  Seggerman  has  ultimate  con- 
trol over  the  portfolio.  Seggerman 
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Fund  adviser  Harry  Seggerman 

His  Daehan  fund  made  it  easier  for  foreigners  to  buy  Korean  stocks. 


raised  $30  million  from  such  name 
the  General  Electric  pension  fii 
Rockefeller  &  Co.,  Fayez  Sarofim 
TV  personality'  George  Jerr^^  Go 
man  ("Adam  Smith"). 

About  a  dozen  similar  fiinds  h 
attracted  another  $500  million, 
though  Seggerman  originated 
concept,  Jardine  Fleming,  the  H 
Kong-based  securities  firm,  beat  S( 
german  to  market  with  an  oflfering 
Seoul  Horizon  Trust  in  May  1992 
$50  million  raised  from  clients  in  tl: 
U.S.  and  Britain.  Other  such  fiinc 
followed:  Korea  Rising  Trust,  Kort 
Oriental  Trust  and  Korea  AngU 
American  International  Trust. 

"They  are  a  way  for  foreigners  t 
bypass  restrictions,"  says  Philip  Sm 
ley,  branch  manager  of  Jardine  Flerr 
ing  Securities  in  Seoul.  For  the  usual 
xenophobic  Ministr\'  of  Finance,  th 
onshore  trusts  provided  a  much  neec 
ed  inftision  of  money  into  a  tht 
sagging  stock  market. 

Short  of  participating  in  one 
these  pools,  can  an  investor  buy 
piece  of  Korea  without  paying  a  hu^ 
premium.^  Not  easily.  To  invest  ) 
individual  stocks,  one  needs  a  speci 
identification  card  issued  by  the  Kon 
an  Securities  Supervisory^  Board.  Fc 
most  investors,  therefore,  the  be 
wa)'  into  Korea  remains  the  Kort 
Fund  and  the  newer  Korean  Inves 
ment  Fund;  both  are  closed-en 
country  fiinds  listed  on  the  New  Yo; 
Stock  Exchange.  But  they  face  tf 
same  foreign-ownership  limits  c 
their  trades.  A  further  disadvantage 
that  these  fiands  trade  at  substanti 
premiums  above  the  net  asset  value- 
in  the  case  of  the  Korea  Fund,  as  muc 
as  35%. 

There  are  also  about  15  ofi^shoi 
funds  trading  in  Hong  Kong,  Londc, 
or  smaller  markets  (see  table,  p.  18S 
Most  of  them  trade  at  discounts^anl 
for  good  reason.  They  are  difficult  t 
get  in  and  out  of  because  they  a; 
relatively  shallow  pools  of  capital  wit 
small  numbers  of  thinly  traded  shar 
outstanding. 

Investors  expect  Finance  Ministij 
bureaucrats  to  make  things  easier  fi 
would-be  foreign  investors  later  th 
year  bv  raising  the  foreign  ownersh 
ceilings  to  15%  from  10%.  Befo 
then,  of  course,  Korean  speculate 
will  have  pushed  up  prices  of  t 
stocks  foreigners  most  covet. 
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Ihe  next  time  your  copier  breaks, 
order  this  part  immediately 

It  comes  with  something  no  other  copier  company  can  deliver.  Lanier's 
special  brand  of  service.  If  you  have  a  problem,  well  do  whatever  it  takes 
to  help  you  get  the  job  done.  In  one  instance,  this  meant 
opening  our  AsheviHe,  N.C. ,  office  on  a  Saturday  and  helpiag 
a  customer  copy  10,000  labels  so  he  could  meet  a  shipping  dead- 
line.That's  our  brand  of  service,  called  Customer  Vision.  It's  delivered  by 
representatives  in  over  1,600  locations  worldwide.  And  that^  what  makes  the 
name  Lanier  the  most  important  part  of  any  copier  lb  order,  call  1-800-852-2679. 


THIS    COPIER    PART 


laiHer 


NEVER  BREAKS   DOWN. 


@  l-IAIRRIS 


Imaging  Systems  Division 


EDITED  DY  FLEMING  MEEKS 


Michael  Smith  is  one  oilman 
who  hopes  oil  prices  stay  down. 

Scavenger 


By  William  P.  Barrett 

The  past  couple  years  have  not  been 
happy  ones  in  the  oil  business,  but 
they  ha\e  been  sweet  years  indeed  for 
Michael  Smith,  who  heads  Denver- 
based  Basin  Exploration  Inc.  (expect- 
ed 1992  revenues,  S21  million). 
Smith,  Z7 ^  has  developed  a  special t)' 
of  finding  oil  and  gas  in  nooks  and 
crannies  across  the  Rocky  xMountains. 
He's  so  good  at  it  that  his  58%  hold- 
ing of  publicly  owned  Basin,  traded 
over  the  counter,  has  a  market  value  of 
about  $50  million. 

The  Rockies  have  suddenly  become 
a  hot  region  for  smaller  oil  companies 
with  little  overhead  and  lots  of  hustle. 
Major  operators  such  as  Texaco,  Ex- 


xon and  Amoco  today  prefer  to  seek 
monster  new  fields  rather  than  fiiss 
with  the  little  stufi^.  For  this  reason  the 
big  fellows  are  deploying  their  explo- 
ration and  development  bucks  over- 
seas. The\'  are  unloading  at  attractive 
prices  relatively  tiny  domestic  proper- 
ties, some  barely  touched  in  years. 

Despite  the  company's  name,  the 
hulking,  curly-haired  Smith  is  more 
into  de\elopment  than  exploration. 
"We  don't  take  much  exploration 
risk,"  he  says.  His  company  special- 
izes in  recompleting  existing  wells, 
which  might  involve  seeking  a  difi^er- 
ent  geological  zone  in  the  same  well. 
A  new  well  can  cost  $200,000;  a 


recompleted  one,  just  $65,00 
And  the  job  often  can  be  done  in  Itj 
than  a  week.  | 

Says  Smith,  "We  do  low-risk  stufT 
This  approach  eschews  the  chances 
a  big  killing  but  provides  steady 
dependable  returns.  Smith  looks 
deals  where  he  can  get  his  money  b 
within  five  years — and  an  annual 
ternal  rate  of  return  of  30%  or  moni 

Michael   Smith   is   a   transplant* 
easterner.   Reared  on   Long  Isla 
Smith  went  west  nearly  20  years  a 
to  attend  Colorado  State  Uni\'ersi|; 
in  Fort  Collins,  60  miles  north 
Denver.  He  studied  chemistn'  but  \ 
in  1978  just  shy  of  graduation — to  s 
in  Vail,  he  says.  He  then  took  a  re : 
estate    license    in   Fort   Collins   ar 
quickly  moved  into  land  developme 
and      speculation.      He      eventua 
hooked  up  with  oil  t\'pes — and  de\( 
oped  a  bad  case  of  black  gold  fe\t 
With  two  real  estate  acquaintance 
Les  Kaplan  and  Frank  Camera,  Smi 
founded  Basin  in  198 1 ,  using  $60,0( 
of  their  own  money,  and  drilled  se\ci 
wells — successfijlly.      "This     seem^ 
prett)'  easy,"  Smith  says. 
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Basin  Exploration  Chairman  Mictiael  Smith 
"We  do  low-risk  stuff." 
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wasn't.  Camera  quit  in   1982, 

ing  Smith  and  Kaplan.  Despite 

initial  success  and  flmding  from 

ral  drilling  limited  partnerships — 

always  successful — Basin  stagnat- 

^^y    for  several  years,  losing  money  in 

7.    In    September    1988    Smith 

'^yl'leed   to  pay   Kaplan,  who   today 

sn't  talk  about  Smith,  an  estimat- 

$500,000.  That  stake  would  now 

worth  about  $25  million. 

lslai|3n  his  own,  Smith  had  to  scramble 

financing.  He  tapped  his  oil  ser- 

;s  suppliers  and  such  sources  as  a 

opers  &  Lybrand  partners  deferral 

He  also  took  out  11  separate 

tes  and  mortgages  and  used  money 

ir  marked   for   property   taxes.    He 

)ved  the  company  from  Fort  Col- 

s  to  Denver  in  1989. 

very  tough  negotiator,  Smith 
lcv(  wed  pretty  good  at  promoting 
fni  nself  and  raising  money,  and  from 
inci  88  on  was  able  to  spend  $30  mil- 
mii  |n  to  buy  energy  properties  that  he 
10(  iw  values  at  more  than  double  that. 
vei  isin,  with  over  1,300  operating 
ra  ;lls,  has  probably  become  one  of  the 
ggest  independent  operators  in 
|)!orado. 

Smith's  capital  woes  eased  consid- 

ably  when  Donaldson,  Luflcin  & 

nrette    raised   about   $25    million 

jm  selling  the  public  42%  of  the 

>mpany  last  spring   to  pay  down 

;bt.  Until  then  Smith  was  personally 

laranteeing  something  like  $24  mil- 

)n.  "I  sleep  better  now,"  he  grins. 

e  will  sleep  even  better  when,  as  he 

)pes.  Basin  taps  the  equity  markets 

ain  in  the  near  future. 

Basin  is  expected  to  report  earnings 

$3.4  million,  or  55  cents  a  share, 

)r  1992.  Some  analysts  expect  per- 

lare  earnings  to  more  than  double 

lis  year.  In  another  sign  of  Smith's 

rowing  prominence,  his  board  now 

icludes  veteran  oil  investor  Michael 

Nicolais,  wlio  just  retired  after  40 

cars  of  helping  to  manage  the  Forbes 

our  Hundred  fortune  of  the  Clark 

mily      of      Cooperstown,      N.Y. 

Forbes,  Sept.  18,  1989). 

While  most  oilmen  pray  for  better 
)rices,  the  cocky  Smith  is  hoping  that 
'il  prices  will  stay  put  for  the  next  year 
|)r  r\vo.  This  is  partly  because  he  has 
fledged  some  of  this  year's  produc- 
i-ion.  More  important,  he  wants  to 
:ontinue  acquiring  properties. 
Cheaply.  ^ 


Kidnappers,  carjackers  and  urban  guerrillas  have 
created  a  nice  little  business  for  Cincinnati's 
O'Gara  brothers. 

opportunities 
in  tenroHsm 


By  Jerry  Flint 

Bill  O'Gara  was  reminiscing  a  bit: 
"The  business  grew  after  Kennedy 
was  assassinated.  By  the  late  1970s, 
terrorism  in  vehicles  was  a  threat — 
remember  when  the  Turkish  ambas- 
sador was  shot  to  death  in  L.A.?"  The 
PLO  and  Mossad  were  at  war  back 


then,  he  continues.  There  were  the 
Red  Brigades,  the  Baader-Meinhof 
gang,  Qaddafi,  Carlos  and  the  ira,  all 
the  great  names  in  terrorism. 

But  one  man's  terrorist  is  another 
man's  business  opportunity,  and  35- 
year-old  Bill  O'Gara  and  his  brother 


O'Gara-Hess 
&  Eisenhardt 
President 
Bill  O'Gara 
"Regional  com- 
plications are 
better  for  us 
than  a  major 
war." 
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Thomas,  42,  are  exploiting  the 
opportunities  in  terrorism 
beautifully. 

The  O'Gara  brothers  own 
O'Gara-Hess  &  Eisenhardt, 
specialists  in  the  armor-plating 
of  cars.  The  company  is  run 
out  of  a  plant  in  Fairfield, 
Ohio,  10  miles  north  of  Cin- 
cinnati. Revenues  come  to  a 
nice,  steady  $20  million  a  year, 
pretax  profits  to  bet\\'een  $1 
million  and  $2  million.  Bill 
O'Gara  is  in  charge  of  produc- 
tion. Brother  Tom  heads  up 
marketing. 

Aren't  East  Germany's  Stasi 
and  the  kgb  out  of  the  interna- 
tional terrorism  business.'  Yes, 
but  there  is  no  end  of  new- 
comers to  replace  them.  Just 
read  the  headlines:  gunmen 
stopping  cars  in  Somalia,  the 
deput)'  prime  minister  of  Bos- 
nia assassinated  riding  from 
Sarajevo's  airport,  the  Exxon 
executive  kidnapped  from  his 
car  and  murdered  in  New  Jer- 
sey, attacks  on  whites  in  South 
Africa,  kidnapping  in  Brazil, 
snipers  in  Florida,  the  drug 
lords'  car  bombs  in  Latin 
America,  carjacking  in  lots  of 
Anierican  cities.  ^^M 

"Look  at  Turkey  now,"  says 
Bill  O'Gara.  "There's  a  terrific  level  of 
internal  violence  there.  People  get 
shot  in  their  cars.  Keep  your  eyes  on 
Turkey."  He  thinks  recent  develop- 
ments in  Thailand  and  the  Philippines 
will  be  good  for  his  business,  too. 

"Regional  complications  are  better 
for  us  than  a  major  war,"  he  adds.  "In 
a  major  war,  the  tanks  and  submarines 
and  bombers  take  over,  not  thick 
glass." 

The  O'Garas'  window  glass  runs  up 
to  2V2  inches  thick,  and  their  car 
armor  comes  in  three  materials — met- 
al, fiber  and  ceramic.  The  full-metal 
armor  treatment,  able  to  withstand  an 
armor-piercing  shell,  weighs  about 
1,800  pounds  and  costs  upwards  of 
$100,000  (plus  the  car).  Lighter- 
weight  fiber  protection  can  check  a 
9mm  bullet;  this  treatment  adds 
about  300  pounds  and  costs  from 
$40,000  to  $70,000  and  up  on  an  S 
Class  Mercedes  (plus  the  car).  There 
are  more  expensive  light  armors,  but 
American  law  forbids  exports  of  some 
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Disassembling  cars  t'S;  dnnurnig 

It  costs  up  to  $70,000  to  stop  a  9mm  bullet. 


of  these  high-technology  materials. 
Over  90%  of  the  O'Garas'  revenues 
are  booked  from  sales  oxerseas;  more 
than  half  the  brothers'  vehicles  go  to 
the  Middle  East. 

The  company  plates  between  200 
and  250  vehicles  a  year — Cadillac  lim- 
ousines, Jeep  Grand  Cherokees,  GMC 
Suburbans  for  Africa,  Chexy  \ans  for 
U.S.  agencies. 

Just  the  thing  for  dope  dealers." 
"No,"  O'Gara  replies.  "We're  prett)' 
careful  who  we  deal  with.  With  90%  of 
our  business  with  governments  and 
7%  corporations,  we  can't  afford  to  be 
indiscriminate." 

These  days  the  O'Gara  brothers  are 
mulling  the  sharp  rise  in  carjackings, 
but  they're  not  quite  sure  how  to  play 
the  trend. 

"We  sec  potential  for  a  rs\'  [  Per- 
sonal Security  Vehicle],"  Bill  O'Gara 
says.  "But  we  ha\e  problems  with 
expanding  into  this  business.  What  do 
you  do."  Do  you  put  some  protection 
in  the  left  front  door?  Or  all  four 


IK 


doors?  What  is  our  liabili 
We  are  not  equipped  to  han 
a  consumer  market." 

Still,  opportunity  is  kno 
ing  and  the  O'Garas  must  c 
sider  it.  The  brothers  say  t 
are  talking  with  Cadillac  ex 
utives  about  the  possibility 
offering  light  fiber  armor 
doors.  Target  cost  of  this  o] 
tion:    around    $5,000.    T 
O'Gara  thinks  they  might 
orders   for   2,000   vehicles 
year — a  figure  that  would 
crease  their  revenues  by  half 
The  brothers  tried  to  creal 
a  personal  security  vehicle 
1988.    "We   were    after   ti 
smash-and-grab     market, 
brick  or  a  tire  iron  in  the  win 
dow  and  some  guy  grabs  you  j-;; 
purse,"  says  Tom  O'Gara.  Bu  v. 
the  package  they  came  up  wit^ 
then  cost  $20,000.  No  on| 
wanted  it  at  that  price,  an, 
O'Gara-Hess    &    Eisenhar 
lost  money  that  year. 

How  does  one  get  into  sue 

a    business?    In    1978    Toi 

O'Gara  was  selling  Ferrari 

Rolls-Royces,    Lamborghini 

and  other  exotic  cars  in  Bevet 

ly  Hills.  This  led  him  into  con  '^^ 

verting  production-line  Cadii  ^^ 

lacs,  Lincolns  and  Mercedes 

Benzes  into  limousines.  This  was  a  bi 

business  for  a  few  years,  and  Tor 

O'Gara  brought  in  brother  Bill  t 

help  him  run  it.  But  soon  competitio 

made  the  conversion  business  unpro 

itable.  "Anyone  could  saw  a  car  in  ha 

and  put  in  a  TV,"  says  Tom. 

The  limo  business  collapsed  in  th 
mid-1980s.  But  many  of  the  O'Gai 
boys'  customers  were  Arabs  w  h 
wanted  secure  cars.  This  led  th 
brothers  to  buy  centun»'-old  Hess  t 
Eisenhardt  in  1982.  Before  '  th' 
O'Garas  bought  it,  Hess  &  Eisci 
hardt  built  hearses. 

Still  young,  the  O'Garas  think  the 
have  barely  scratched  the  surface  c 
demand  for  their  ser\'ices.  "We  ha 
no  serious  long-term  debt,"  says  To 
O'Gara.  "We'll  take  sales  to  $10! 
million  in  the  next  five  years,  the 
blow  it  out" — meaning  he  plans  t 
take  the  company  public  then. 

A  dream?  Maybe  not.  "I  don't  sc 
the  trend  toward  more  xiolence  c 
minishing,"  says  Tom  O'Gara. 
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rO  SUCCEED  IN  BUSINESS 


lorl 


CING 


,  r^tonishingly  Fresh  and  Imaginative  Approacli  to  Understanding  Money, 
ei;  and  Business.  Written  Especially  for  Today's  Leadership  Generation. 


just  some  of  the  subjects  covered  in 
ier  issue— all  typical  of  the  stimu- 
as  you'll  get  in  copy  after  copy: 


., 


i  country  that  has  gone  through  a 
I  convulsive  period  that  left  it  an 
basket  case.  Russia  1992?  No.  America 
imaginative  steps  we  took  then,  some 
ed  years  ago,  could  save  Russia  today. 


SLTSIN,  MEET  ALEXANDER 

rON  by  lude  Wanniski. 


F 


120s  GM  was  a  hungry  number  two  that 
perceived  a  changing  marketplace  and 
nocked  number-one  auto  builder  Ford, 
and  complacent,  from  its  number-one 
s  uncannily  similar  to  the  way  the 
^  e  beat  the  U.S.  auto  industry  in  the  '70s 

i. 

lENERAL  MOTORS  BEAT  FORD 

Fenster. 


ORBES  and  American  Hemage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  AuDAQTY.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulse  business 
acumen  of  Forbes. 

It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know." 


We  used  to  start  our  managers 
on  the  shop  floor.  Now  we 
start  them  off  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

WHY  DUSINESS  HISTORY? 
An  interview  vnth  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid!  "on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature 

Where  did  the  great  companies  that  faUed  go  wrong? 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airline 
and  RKD  Badio  Pictures. 
DOOT  HILL  Another  regular 
feature  in  every  issue. 


la  free  copy,  call  1-800-825-0061.  Or  write;  AUDACITY,  P.O.  Box  BBGB,  Syracuse,  NY  13217 


!  Send  me  four  quarterly  issues  of  AuDAOTY  for  just  S15!  Start  my  subscription  vrtth  the  winter  issue  due  out  mid-Decembe^ 
Enclosed  is  my  check.  (  ]  Please  charge  my  credit  card.  Circle  one:  American  Express     Visa     MasterCard 

Expiration  Date  


Title 
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'  fwaraalas:  li  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 

p  it  free  of  charge  and  cancel  your  subscription.  Your  money  will  be  refunded  In  fuD, 
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Christopher  Carey  won  the  biggest  contract  he  ever  had,  and  it  almost 
sank  him.  The  lessons  learned  from  that  have  made  him  a  big  winner. 

Learning  cmrve 


By  Reed  Abelson 

Fresh  out  of  Princeton  in  1975  with 
a  degree  in  architecture,  Christopher 
Carey  signed  on  as  a  salesman  with 
Datatec,  a  small  Fairfield,  NJ.  firm 
that  helped  retailers  wire  their  stores 
for  computers.  Within  a  year,  he  had  a 
chance  that  few  24-year-old  hires 
have:  running  the  whole  show. 

The  little  company  was  losing  mon- 
ey, and  the  owner  had  decided  to  bail 
out.  Carey  and  three  other  partners — 
who  have  since  sold  out — raised 
$50,000  in  bank  loans  and  bought 
the  firm's  assets,  which  consisted  of 
some  inventor)^  and  desks,  two  trucks 
and  tools.  Over  the  next  dozen  years, 
Carey  quietly  built  Datatec  Industries 
into  a  solidly  profitable  company  with 
$13  million  in  sales,  and  virtually  no 
debt.  Still  in  his  mid-30s,  Carey  was 
already  a  modestly  wealthy  man. 

One  day  in  1988  Carey  landed  a 
really  big  contract.  It  almost  sank  him. 

It  was  a  $5  million  job  to  ready 
1,600  McDonald's  restaurants 
throughout  the  U.S.  for  a  new  com- 
puter system.  It  was  the  biggest  client 
Carey  had  landed  to  date.  Which  was 
the  problem.  His  140-person  stafi^ 
simply  wasn't  up  to  it.  Work  crews 
were  constantly  being  called  back  to 
the  restaurants  to  redo  sloppy  work. 
The  fast-food  giant  was  unhapp)'  with 
the  quality  of  Datatec's  work.  Carey, 
tr^'ing  to  keep  it  all  together,  found 
himself  on  one  flight  after  another  to 
McDonald's  headquarters  in  Chica- 
go. "I  have  to  say  that  was  a  horrible 
year  and  a  terrible  time  in  my  life," 
says  Carey,  who  at  40  is  prematurely 
gray.  "My  God,"  he  recalls  thinking, 
"this  isn't  my  dream  come  true." 

It  was  a  nightmare.  Carey  realized 
two  painful  lessons  that  many  small 
business  owners  eventually  learn, 
sometimes  too  late.  He  was  tr\'ing  to 
do  too  much  himself;  and  entrepre- 
neurial enthusiasm  doesn't  always 
translate  to  efficient  management. 
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Datatec's  Christopher  Carey 
Finally  making  customers  happy. 


Carey  stopped  running  Datatec  like 
a  one-man  show.  He  started  delegat- 
ing, making  sure  the  employees  di- 
rectly responsible  for  making  the  cus- 
tomer happy  had  the  authority  to 
make  decisions.  No  more  imposing 
his  views  on  people  down  the  line.  He 
set  up  management  teams.  Custom- 
ers were  asked  to  evaluate  the  compa- 
ny's ser\'ice  each  quarter,  and  store 
managers  were  asked  to  grade  the 
crews  that  installed  the  equipment. 
Regular  staff  meetings  were  held  to 
re\'iew  performance  and  customer 
feedback. 

Carey  had  learned — and  drummed 
into  his  associates:  Do  what  the  cus- 
tomer wants  and  don't  argue  with 
him;  you're  sending  him,  not  doing 
him  a  favor  by  being  there. 

Here's  how  much  Datatec  has 
changed:  In  October  1991  a  Home 
Depot  store  manager  in  New  lersey 
frantically  dialed  Datatec's  24-hour 
help  line.  His  store  was  mobbed  w  ith 
customers,  and  half  the  checkout  lines 
were  down.  He  had  notified  the  man- 


ufacturer and  the  electrical  contrad 
tor,    but    neither   was    much    helj 
Home  Depot  wasn't  a  customer 
Datatec,  but  its  manager  had  call^ 
out  of  desperation.  Datatec  sent 
manager  who  worked  through  thj 
night.    Home    Depot    is    now 
$850,000-a-year  customer. 

Carey's  latest  project  is  something 
called  ShopperTrak,  an  infrared  opj 
tics  system  that  determines  whether  i 
shopper  is  entering  or  leaving  th^ 
store  and  whether  the  person  is 
adult  or  child. 

The  traffic  data,  combined  wit 
actual  sales  figures,  help  determine 
store's      "conversion"      rate — hoM 
many  people   passing   through   thi 
door  actually  buy.  Pier  1  Imports  an« 
Kmart  are  both  testing  the  system- 
which  is  far  more  sophisticated  as 
marketing  analysis  tool  than  olde^ 
methods  of  counting  bodies.  "The 
accuracy  is  quite  phenomenal,"  say^l 
David  Carlson,  a  senior  \'ice  presidcn:| 
at  Troy,  Mich. -based  Kmart. 

The  goal,  of  course,  is  to  incrcast] 
the  conversion  rate.  If  the  conversion 
rate  is  too  low,  the  store  must  b< 
doing  something  wrong.  Perhaps  i^ 
needs  to  open  additional  registers  or 
put  more  salespeople  on  the  floor  ati 
any  gi\'en  time.  "If  we  increase  ouij 
conversion  rate  3%,  that  translates  to , 
10%  improvement  in  business,"  sayi 
James  Tener,  senior  vice  president. foij 
operations  at  Pier  1  Imports,  the  Fori 
VVorth,  Tex. -based  retailer. 

What's  next?  Carey  is  eyeing  thc| 
Canadian  and  U.K.  markets  for  Shop-i 
perTrak.  Datatec  now  has  about  20( 
clients  and  visits  some  1 ,600  stores 
month.  Last  year  it  earned  about  $4( 
million  in  revenues,  netting  roughlvj 
$2  million.  Carey  still  owns  it  lockf 
stock  and  barrel.  He  concedes  he  hasj 
thought  about  going  public,  but  right 
now  he's  too  busy  making  sure  thatj 
his  customers  are  happy. 
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'      When  you  re  in  the  business  of  taking  risks, 
the  last  risk  you  need  to  take  is  with  your  insurance  company. 

Today's  unpredictability  can  be  a  financial  institution's  jjireatest  source  ot  risk.  So  why  add  to  that  risk 
th  an  insurance  company  that  may  not  be  able  to  back  you  up.' 

For  the  past  27  years,  Chubb 's  specialized  Department  of  Financial  InstitutieMis  has  been  proxidinu 
und  risk  management  solutions  tor  banks,  brokerages,  inxestment  banks,  mutual  tunds,  and  insurance  com- 
mies.  A  coordinated  team  ot  experts  allows  Chubb  to  build  relationships  based  on  trust  and  pertonuancc. 

In  a  world  where  anything  can  happen,  Chubb  has  the  strength  and  stability  to  be  there  it  it  happens 
vou.  Ask  vour  ai^ent  or  broker  about  Chubb,  or  call  1 -800-36  CHUBR. 


isure  your  world  with  Chubb 

rpioiivnuni.ll  puipo^c^.  L'liubb  rctci>  to  member  insuror- 
iMrncip.uc  in  "American  l^l.ivhoiisc."  Watch  tor  it  on  PI 
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Great  pieces  don't  always  make  a  masterpiece. 


Consider  the  landscape  of  your 
business.  Your  strategy  may  be 
inspired.  Your  technology  cutting 
edge.  Your  people  top  notch. 

But  unless  all  these  elements 


share  a  common  perspective,  the 
result  will  almost  certainly  be  less 
than  beautiful. 

Andersen  Consulting  has  the 
experience  and  discipline  to  stand 


back  and  see  the  whole  pictij 
By  taking  a  wider  view,  w* 
help  synchronize  your  busine 
processes  with  your  businesi] 
strategy  We  can  help  Integra 


fcur  technological  resources  with 
^)ur  human  resources.  Thereby 
cabling  technology  to  move  the 
^tire  enterprise  forward. 
3  Over  half  of  the  Fortune  500® 


are  already  using  our  panoramic 
approach.  Because  they  realize 
what  artists  have  always  known. 

It  takes  more  than  great  pieces 
to  make  a  masterpiece. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Instead  of  whining  about  foreign  competition, 
novice  industrialist  James  Peyton  bet  his 
life's  savings  that  he  could  outsmart  it.  He  won, 


Forging 
ahead 


By  Carol  M.  Cropper 

This  is  yet  another  ston'  about  a  man 
who  goes  against  the  conxentional 
wisdom — and  cashes  in  by  doing  so. 

In  the  early  1980s,  as  the  chief 
financial  officer  at  the  Farm  Credit 
Bank  of  Louis\'ille,  James  Peyton  kept 
telling  his  bosses  the  farm  credit  sys- 
tem was  doomed.  "They'd  lent  all  this 
money  out  on  inflationan,'  values 
without  cash  flow  to  support  it,"  he 
recalls.  "They  didn't  like  me  telling 


them  that."  Peyton  turned  out  to  be. 
right,  but  by  then  he  was  long  gone. 
The  blunt-spoken  Jim  Peyton  anci 
Kentucky's  Farm  Credit  reached  in 
April  1983  what  he  calls  a  mutual 
understanding:  "I  quit."  But  what 
nextr  Here  was  a  man  who  began 
working  at  age  9  to  support  his  wid- 
owed mother  and  nine  siblings  and 
went  on  to  earn  an  undergraduate 
business  degree  from  the  Unixersit)' 


of  Arizona.  His  goal  was  simple,] 
ambitious.  "I  wanted  to  be  rich," 
says.  "But  I  didn't  want  to  work  fcj 
anybody  else." 

Pe)'ton,  at  42,  decided  the  best  wjl 
to  get  rich  was  by  working  with  sici 
businesses.  He  started  researching 
troubled  industries,  looking  for  bar  I 
gain  assets.  He  focused  on  forgingj 
Peyton  knew  nothing  about  making 
crankshafts  and  gears  out  of  raw  steell 


Louisville  Forge 
owner  James  Peyton 
Building  on  a 
dead  forge's 
ashes,  he 
rekindled  a 
flame  in  American 
industry  that 
Japanese  and 
German  competi- 
tors had  nearly 
snuffed  out. 
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The  competition 
looks  at  the  Citation  W  two  ways. 


If  you're  not  flying  in  the  Citation  VII, 
m're  probably  flying  below  it  and  behind  it. 
At  550  mph,  the  Citation  VII  is  the 
Grid's  fastest  midsize  business  jet. 
This  improved,  more  powerful  version 
Fthe  highly  successful  Citation  III  also 
ies  higher  than  any  other  aircraft  in  its 
V  Certified  to  51,000  feet,  it  climbs 
jirect  to  43,000  feet  and  routinely  cruises 
;t  that  altitude  and  above. 
i  Increased  power  allows  for  cooler 
ngine  operation,  resulting  in  less  wear. 


extended  engine  life  and  increased 
dispatch  reliability 

The  same  power  offers  greater  mission 
flexibility  especially  on  hot  days  at  high- 
altitude  airports.  For  example,  you  can 
depart  from  Denver  on  a  92°F  day  with 
eight  people  on  board  and  still  fly  nonstop 
to  either  U.S.  coast. 

But  as  you  stretch  out  in  the  Citation  VII 
cabin,  you'll  find  it  hard  to  believe  that 
you're  slicing  through  the  air  at  more  than 
nine  miles  per  minute. 


That's  because  the  world's  fastest, 
highest-flying  midsize  jet  is  also  the 
world's  quietest. 

For  more  information,  vmte 
Gary  W.  Hay,  Senior  Vice  President  of 
Marketing,  Cessna  Aircraft  Company, 
P.O.  Box  7706,  Wichita,  KS  67277. 
Orcalll-800-4-CESSNA. 

CitationVn  ^i 

Cessna 

A  Textron  Company 


STARTING  YOUR  OWN  BUSINESS 


But  he  knew  it  was  a  once  proud 
American  industry'  that  had  been  fall- 
ing into  the  hands  of  more  efficient 
German  and  Japanese  operators. 
More  than  125  American  forging 
companies  had  failed  since  1980.  In 
that,  Peyton  saw  opportunity'  for  a 
new  American  supplier.  He  didn't 
know  what  the  opportunity  would  be, 
but  he  did  know  there  was  "a  reason 
all  these  people  were  going  broke." 
Peyton  set  out  to  find  it  and  fix  it. 

As  it  turned  out,  troubled  Interna- 
tional Harx'ester  Co.  (now  Navistar 
International)  was  desper- 
ately trying  to  unload  a 
forge  operation  right  in 
Louisville.  "They  were  in 
deep  trouble,  so  you  could 
deal  with  them,"  he  says. 

Peyton  bought  the  plant 
and  equipment — which 
had  attracted  an  earlier  bid 
of  $35  million— for  $9.2 
million  in  April  1985.  "It 
was  a  fire  sale,"  he  recalls. 
Peyton  mortgaged  his 
home  and  emptied  his  sav- 
ings account  to  raise 
$500,000.  He  borrowed 
$2  million  from  Louisville's 
First  National  Bank.  Har- 
vester financed  the  rest  in 
exchange  for  a  7%  note  and 
gave  Peyton  a  commitment 
to  buy  $5  million  worth  of 
crankshaft:s  a  year  for  its 
trucks. 

That  was  enough  to  get 
his  Louisville  Forge  &  Gear 
Works  Inc.  off  the  ground,  and  allow 
it  to  be  profitable  in  its  first  year. 
Peyton  didn't  have  much  trouble  at- 
tracting good  managers.  There  were 
lots  of  them  who  were  disgusted  with 
old-line  managements  that  would  re- 
sist changes  and  suggestions.  Pey- 
ton's first  hire  was  Raymond  Puhl, 
who  had  been  president  of  Transue  & 
Williams  Stamping  Co.  of  Alliance, 
Ohio,  and  is  now  Louisville  Forge's 
executive  vice  president  and  chief  fi- 
nancial officer. 

It  didn't  take  Peyton  long  to  realize 
that  union  featherbedding  and  resis- 
tance to  change  was  a  big  part  of  why 
American  forges  were  failing.  He 
brought  in  230  nonunion  hourly 
workers,  most  of  whom  had  never 
worked  in  a  forge  and  therefore  never 
picked  up  the  industry's  sluggish  hab- 


its. Peyton  held  monthly  meetings  to 
hear  their  suggestions  and  gave  expe- 
rienced employees  a  share  of  profits. 
All  employees  with  a  minimum  of  six 
months  at  Louisville  Forge  &  Gear 
Works  become  eligible  to  share  5%  of 
the  company's  operating  profits. 
Over  $450,000  was  paid  out  in  1992. 
Peyton  had  analyzed  the  non(5om- 
petitiveness  of  American  forges  and 
traced  it  to  three  factors:  price,  qualit)' 
and  delivery  time.  He  spent  $13  mil- 
lion over  the  past  seven  years  to  buy 
new  equipment  and  to  upgrade  Har- 
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Crankshafts  from 
Louisville  Forge 
headed  for 
a  nearby 
Toyota  plant 
Snatching  a 
big  Japanese 
customer  with 
better  price, 
quality  and 
reliability. 


230,0( 
vear 
30,000 


vester's  ragtag  furnaces;  the  money 
came  out  of  cash  fiow.  Among  his 
purchases:  a  5100,000  computer  sys- 
tem with  customized  software  to  cut 
dies  automatically  instead  of  by  hand. 

Peyton  instituted  a  system  of  quali- 
ty' spot  checks  to  catch  errors  before 
an  entire  run  of  parts  was  lost  to  the 
scrap  heap.  Result:  Only  1.34%  of 
Louisville  Forge's  steel  winds  up  as 
scrap,  compared  with  an  industry  av- 
erage of  2.5%  to  3%.  That  difTerence 
saves  the  forge  $750,000  a  year. 

Louisville  Forge's  technicians 
make  repeated  visits  to  customers' 
factories  to  get  the  forge's  parts  as 
close  as  possible  to  the  size  they  even- 
tually need  to  be.  That  means  the 
customer's  machine  shop  has  to  do 
less  cutting  to  make  the  parts  fit.  The 
customer  saves  work,  Louisville  Forge 


saves  steel. 

Today  Peyton's  pri\'ately  held 
isville  Forge  is  the  largest  U.S.-ow 
manufacturer    of  steel    crankshal 
Revenues  this  year  should  top  $ 
million,  and  Peyton  figures  to 
about  $5  million  from  that.  Am 
his  biggest  customers  are  Rock 
International  and  Navistar  Inter 
tional  Transportation  Corp.  Peytoi 
negotiating  with  Ford  to  make  pai 
for  a  Mazda  engine  that  will  be  asse 
bled  in  Mexico. 

In  his  biggest  coup,  Peyton  thrl 
years  ago  snagged  Toyota' 
nearby  Georgetown, 
plant  in  a  competiti 
judged  on  qualit)',  reliab 
it)'  and  price.  Louisvt 
Forge  makes 
crankshafts  a 
Toyota,  about 
which  go  to  Japan.  Peyt 
proudly  points  to  a  Toyoi 
performance  report  post 
near  a  batch  of  parts  at  t 
forge.  It  gives  the  numb 
of  crankshafts  shippe 
through  early  Decembe 
206,501.  Defects:  two.  D 
liver)'  on  time:  100%. 

None  of  this  means  Pe\ 

ton  can  relax.  The  German 

and  the  Japanese  are  cii 

cling.  In  1991  Krupp  Ger 

lach        Crankshaft        Cc 

bought  an  American  forg 

to  establish  a  beachhead  i 

Illinois.  Japan's  Sumitom 

joined  forces  with  Masc. 

Corp.  of  Taylor,  Mich,  to  open 

forge  in  Georgetown  and  is  snifhn 

around  the  Toyota  business.  Late  la: 

year  Ki'upp  snatched  away  Peyton 

biggest  customer,  Cummins  Engin 

taking    that    company's    cranksha 

business  to  Brazil. 

Meanwhile,  Peyton  must  spend  e 
ergy,  time  and  money — about  $1 
million  in  legal  fees  so  far — fightin;; 
the    local    airport   authority,   whic 
wants  to  condemn  his  forge  to  ad 
runway.  It's  a  threat  that  has  his  foi 
eign  competitors  gloating. 

But  Peyton  isn't  fazed.  Now  that 
is  finally  a  wealthy  man — Peyton  va 
ues  his  100%  stake  in  the  forge  at  aboi 
$100  million — he  simply  has  anotht 
unconventional  idea:  to  go  out  an<| 
buy  a  steel  mill.  "I'm  a  doer,"  he  savil 
"llisk  doesn't  bother  mc." 
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ie  Tandy  Sensation  is  the  PC-compatible  that's  more  than  just  a  PC.  It  talks  to  you, 

th  text-to-speech  conversion  and  a  built-in  voicennail  nnessaging  systenn — there's  even  a 
ilt-in  send  fax/nnodenn.  It  fascinates  you,  with  new  CD  technology,  brilliant  photo-quality 
aphics,  live-action  aninnation  and  digital  stereo  sound.  It  enriches  you,  with  included 
inMate™  nnultimedia  software  and  a  CD  reference  library  connplete  with  encyclopedia  that  can 
low  you  better  ways  to  live  and  learn. 

THE     TANDY     SENSATION     IS     AVAILABLE     AT 


Radio /hack 
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Internet  and  some  innovative  software  are  changing  the 
nature  of  the  library.  Instead  of  being  at  the  end  of  the 
block,  a  book  collection  will  exist  in  cyberspace. 

Good-bye, 
Dewey  decimals 


By  David  C.  Churbuck 

It  WOULD  BE  too  much  to  argue  that 
the  jobs  of  the  152,000  librarians  in 
the  U.S.  are  in  jeopardy.  But  it's  fair  to 
say  that  their  jobs  will  change  dramat- 
ically over  the  next  two  decades,  cour- 
tesy of  the  Internet  computer  net- 
working system  and  new  software  that 
controls  Wide  Area  Information  Ser\ - 
ers,  orWAis. 

Internet,  a  global  network  of  com- 
puters formed  by  the  government  to 
connect  universities,  research  labs  and 
military  complexes,  was  until  recently 
largely  limited  to  nonprofit  users.  But 
it  is  now  taking  on  commercial  cus- 
tomers (Forbes,  July  8,  1991),  who 
are  finding  the  system  an  extremely 
economical  way  to  gather  and  trade 
information.  For  as  little  as  $1  an 
hour,  a  subscriber  to  Internet  can  sit 
at  a  personal  computer  in  his  office, 
issue  a  request  for  information,  and 
have  the  network  route  his  request  to 
libraries  across  the  globe.  The  system 
will  retrieve  in  a  matter  of  seconds  a 
collection  of  card-catalog  citations 
that  would  have  taken  a  lot  of  shoe 
leather  to  find  in  person.  How  else 
would  a  scholar  in  Chicago  find  out 
that  "chaos"  was  touched  on  in  a 
book  written  in  1741  in  Latin  and 
found  in  Har\'ard's  library'?  Or  what's 
in  the  Australian  Defence  Force  Acad- 
emy library.  If  he  wants  the  volume, 
the  researcher  can  follow  up  with  a 
request  for  an  interlibrary  loan. 

Full-text  retrieval,  still  very  limited 
at  this  point,  is  around  the  corner. 
When  it  comes,  the  local  library  as  we 
know  it  all  but  disappears.  In  lieu  of 
librarians  we  will  have  programmers 
and  database  experts. 

One  of  the  fathers  of  the  Wide  Area 
Information  Servers  concept  is  Brew- 
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ster  Kahle,  who  developed  programs 
for  searcliing  databases  when  he 
worked  at  Thinking  Machines  C>orp., 
the  Cambridge,  Mass.  manufacturer 
of  supercomputers.  Thinking  Ma- 
chines is  primarily  interested  in  devel- 
oping a  market  for  its  hardware, 
whose  parallel  processors  are  ideally 
suited  to  massive  text  searches. 
Kahle's  interest  is  in  the  software. 
"People  want  to  be  able  to  pose  a 


question  to  the  netlwork]  and  m 
care  where  the  answer  comes  from 
says    Kahle,    33,   who   recently    K 
Thinking  Machines  to  form  WAIS  liu 
in   Menlo   Park,  Calif   Kahle's  tin 
helps  corporations  and  publishers  sl 
up  electronic  versions  of  copyrightC' 
and  public  domain  material  and  the 
make  it  accessible  to  users  who  ar 
willing  to  pay  for  each  download. 
Kahle's  software  first  paws  throng 
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Project  Gutenberg 
founder  Michael  Hart; 
book  scanning 
Filling  the  shelves. 
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c  raw  text,  indexing  it  to  speed  up 
ter  searches.  Users  can  then  submit 
ain-English  queries.  Ask  for  songs 
ith  the  words  "eyeball"  and  "toe 
m,"  and  it  will  come  up  with  the 
eatles'  "Come  Together."  The  sys- 
:m  learns  from  trial  and  error,  since 
le  user  can  tell  the  computer  which 
f  the  retrieved  documents  was  clos- 
st  to  what  he  was  looking  for. 

WAIS  is  like  a  research  librarian 


who  watches  you  read  through  a  stack 
of  information,  taking  notes  on  what 
you  looked  at  first  and  set  aside  for 
future  reference,  and  what  informa- 
tion you  threw  away,"  explains  Kahle. 
You  can  use  WAIS  to  search  a  database 
on  your  own  computer,  but  the  soft- 
ware is  optimized  to  handle  the  com- 
plexities of  searches  through  physical- 
ly distant  databases. 

Programmers  at  the  University  of 
Minnesota  have  taken  WAIS  a  step 
further.  To  get  information  from  a 
WAIS,  you  have  to  know  exactly  where 
that  information  is — which  server  has, 
say,  a  collection  of  song  lyrics.  The 
new  software,  called  Gopher,  makes  it 
easier  to  navigate  through  the  net- 
work. Richard  Wiggins,  Gopher  co- 
ordinator at  Michigan  State  Universi- 
t)'  in  East  Lansing,  Mich.,  explains  the 
difference  between  WAis  and  Gopher: 


"WAIS  is  for  direct  searches.  Gopher  is 
a  browsing  tool."  Enhancements  to 
Gopher  aim  at  Kahle's  ideal — a  query 
about  the  Beatles  is  answered  with 
simultaneous  searches  through  all  the 
card  catalogs  on  the  network. 

More  libraries  arc  joining  the  two- 
year-old  Gopher  system  all  the  time, 
but  the  best  is  yet  to  come,  including 
the  22 -million-volume  Library  of 
Congress. 

As  with  any  new  technology,  some 
librarians  are  finding  it  hard  to  adapt. 
Says  Wiggins:  "In  general  terms,  this 
technology  is  of  interest  to  libraries, 
but  it  is  frightening  at  the  same  time, 
setting  off  a  struggle  between  aca- 
demics who  want  knowledge  spread 
around  and  librarians  who  want  to 
control  it." 

Wide  area  information  fanatics 
dream  of  an  interlibrary  loan  system 
on  a  grand  scale,  in  which  only  one 
copy  of  each  book  or  magazine  is  in 
the  system  at  all.  That  one  copy  could 
be  used  by  many  people  at  the  same 
time  and  it  would  never  be  lost  or 
overdue.  Also,  to  the  consternation  of 
publishers  thinking  about  royalties,  it 
could  be  easily  duplicated. 

For  this  system  of  the  fijture  to 
become  real,  existing  libraries  of 
printed  books  will  have  to  be  digi- 
tized. That's  the  objective  of  Project 
Gutenberg,  the  creation  of  Michael 
Hart,  professor  of  electronic  text  at 
Illinois  Benedictine  College  in  Lisle, 
111.  If  Kahle  is  building  the  shelves  for 
the  electronic  library  of  the  fijture. 
Hart  is  filling  them.  Gutenberg  tran- 
scribes books,  mostly  in  the  public 
domain,  for  free  digital  distribution, 
whether  via  floppies  or  Internet. 

For  most  of  the  22  years  that  Hart 
has  been  at  work  on  Gutenberg,  digi- 
tizing has  meant  the  slow  and  arduous 
retyping  of  the  classics.  Now,  how- 
ever, all  Hart  has  to  do  is  shred  the 
binding  ofifa  book  and  feed  the  sheets 
into  a  scanner.  Gutenberg  has  50 
titles  on-line  so  far  and  expects  to  have 
1 0,000  ready  by  the  year  2001.  That's 
nothing  next  to  what  the  Library  of 
Congress  could  crank  out  if  it  got 
serious  about  digitizing  its  collection, 
a  project  just  getting  under  way.  And 
if  the  programmers  can  solve  some 
knotty  problems  involving  pay-per- 
view  and  copying,  there's  no  reason 
that  newly  published  books  cannot  go 
on  the  system,  too.  WM 
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(ould  They  Get  Them  To  Go! 


When  a  hamburger  giant  gets  an  appetite  for  increasing  business  at 
thousands  of  franchises,  you  know  they're  not  thinking  small.  That's  why 
when  this  particular  fast  jooa  chain  went  looking  jor  a  way  to  streamline 
their  telecommunications,  they  looked  for  the  telecommunications 
company  that  had 
the  biggest  ideas. 
BellSouth.  Then 
they  asked,  could 
they  get  them  to 
go?  It  was  a  big  order.  But  we  were  ready. 

First,  we  helped  set  up  a  voice-mail  system  that  allowed  them  to 
tie  their  locations  together  across  the  country.  Then,  we  coordinated 
cellular  service  for  their  field  managers  —  nationwide.  So  they  could 
have  a  single  point  of  contact  for  sales  and  service.  For  most,  it  would 
have  been  a  special  order.  For  us,  it  was  business  as  usual. 

They  came  to  BellSouth  because  we're  more  than  one  company. 
V(^'re  a  family  oj  communications  companies  capable  oj  providing  your 
business  with  the  same  combination  oj  wireless  and  wireline  solutions 
we  provided  jor  them. 

Fromjtaging,  cellular,  mobile  data  and  information  services,  to 
sophisticated  telecommunications  networks,  BellSouth  has  the  depth 
OJ  resources  required  to  meet  your  communications  challenges  today. 
And  tomorrow. 

V(^nt  a  taste  of  what  BellSouth  can  do  for  you  ?  For  more  informa- 
tion, call  your  BellSouth  Representative,  or  1-800-787-BELL. 
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Innocent  felons 
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Mitchell  Kapor  is  the  founder  of 
Lotus  Development  Corp.  and  the  president 
of  the  Electronic  Frontier  Foundation. 
Mitch  Ratcliffe,  editor-at-large  for 
MacWEEK,  provided  research  assistance  for 
this  column. 


It  dofsnt  take  much  to  persuade 
Congress  to  jack  up  the  penalties  for 
white-collar  crime,  and  last  fall's 
amendments  to  the  Copyright  Act 
were  a  prime  example.  With  a  little 
prodding  from  the  Softw  are  Publish- 
ers Association,  legislators  made  a 
felony  of  possession  of  ten  unautho- 
rized copies  of  a  program,  collectixely 
valued  at  as  little  as  S2,500.  The  new- 
law  is  a  powerful  bargaining  chip  for 
an  industry'  that  has  learned  to  enforce 
its  propert)'  rights  through  intimida- 
tion. A  little  too  powerful,  Fll  wager. 
Under  the  new  law,  just  about  any 
computer  department  manager  could 
be  charged  as  a  felon. 

There's  no  doubt  that  soft^vare 
companies  need  help  enforcing  their 
property  rights  against  brazen  coun- 
terfeiting schemes,  as  a  recent  action 
brought  by  Microsoft  shows.  Its  ci\il 
suit  against  Taiwanese  defendants  al- 
leges that  hundreds  of  thousands  of 
counterfeit  copies  of  the  .\i.s  DOS  oper- 
ating system  were  sold  to  unsuspect- 
ing customers.  Armed  with  seizure 
orders,  attorneys  for  Microsoft  staged 
elaborate  raids  on  .secret  warehouses 
in  southern  California,  carting  oft' 
truckloads  of  contraband.  Use  of  the 
new  criminal  pro\isions  of  the  copy- 
right law  makes  sense  in  an  extreme 
situation  such  as  this. 

But  should  it  be  a  felony  to  make 
ten  unauthorized  copies  of  a  pro- 
gram!* In  public  speeches  on  this  top- 


ic, I  routinely  ask  members  of  the 
audience  how  many  of  them  will  stand " 
up  to  declare  they  ha\e  no  unautho- 
rized copies  on  their  hard  disks.  Only 
a  tiny  minoritA'  are  willing  to  stand  up 
and  be  counted  as  without  sin.  This 
suggests  to  me  that,  under  the  new- 
law ,  any  manager  with  a  handful  or 
more  of  employees  could  be  prose- 
cuted and  sent  to  jail. 

SoftAxare  producers,  of  course,  haxe 
to  protect  themselves  against  more 
than  the  counterfeiters.  The  sofhxare 
association  estimates  that  its  members 
lose  between  SI  billion  and  S2  billion 
a  year  in  rexenue  from  customers  w  ho 
bu\'  fewer  copies  of  business  soft^xare 
than  they  should. 

At  Lotus,  we  tried  to  soke  this 
problem  by  adopting  technical  mea- 
sures to  restrict  the  copying  of  files.  As 
I  learned  to  my  chagrin,  this  approach 
had  the  unacceptable  consequence  of 
also  restricting  legitimate  uses  by  pay- 
ing customers.  Nowadays  \-er\-  few- 
software  producers  use  copy  protec- 
tion de\-ices.  They're  too  likely  to  be 
broken  by  serious  hackers  and  too 
likely  to  alienate  innocent  users.  As  a 
simple  technical  matter,  there  is  no 
barrier  toda\-  to  anyone  walking  oft' 
w  ith  a  S5()0  product  in  a  shirt  pocket, 
or  to  a  corporate  software  customer 
that  wants  to  use  more  copies  than  it  is 
w  illing  to  pay  for. 

But  the  solution  to  this  problem  is 
not  a  rigid  prohibition  on  copying. 
H\en  in  the  o\en\ helming  majorit\' of 
honest  companies,  including  many 
with  stringent  internal  policies,  em- 
ployees routineh'  make  copies  of  their 
applications  for  use  on  portable  and 
home  computers,  temporar\'  copies 
for  a  co-worker,  multiple  back-up 
copies  and  the  like.  Unauthorized 
copies  proliferate.  Careful  lines  must 
be  drawn,  di\iding  software  duplica- 
tion into  three  difterent  grades  of 
behavior:  totally  innocent  copying, 
unfair  use  that  might  gi\e  rise  to  a 
law  suit,  and  crimiiial  piracy.  The  new 
antipiracy  law  fails  to  make  these 
distinctions. 

The  software  association  claims  it 
has  no  intention  to  use  the  criminal 


socii 


law  to  enforce  essentially  cixil  cl 
against  customers  who  make  an 
multiple  copies.  'T  don't  need  to- 
the  FBI  to  beat  on  corporatio 
says   Kenneth  Wasch,   the   assoca 
tion's  executive  director.  ''Thej 
absolutely  no  intention  of  crimi 
izing  the  inadvertent  copier  in  a 
poration.  We  ha\'e  a  ver\'  adeq 
civil  remedy."  By  its  own  acco 
ing,  Wasch 's  group  has  done 
well  in  civil  court. 

Nonetheless,  with  these  stiff" 
provisions  in  place,  I  can't  ima; 
that  sooner  or  later  the  felony  crim: 
prox'isions  won't  be  used,  in  prac 
or  as  threat,  against  less  than  obvi 
1\'  flagrant  violators.  Here's  one 
nario:  The  softAxare  association 
knock  politely  and  ask  to  rex'iew 
Corp.'s  computers  for  illegal  copi 
If  xvz  refuses  to  allow-  the  audit, 
enforcers  can  now  do  more  than 
ci\-il  action.  They  can  threaten  to 
in  the  Department  of  lustice  foj 
criminal  investigation. 

This  law  is  simply  prone  to  abuse' 
won't  stop  piracy,  nor  will  it  cont 
ute  to  a  new  ethic  that  respects 
hard  work  and  research  dollars 
into  application  software. 

Software  vendors  could  take 
step  in  the  right  direction  b\'  rewri 
their  license  agreements  to  be  ni 
realistic.  Most  licenses  don't  perm: 
user  to  install  the  same  copy 
product   t\\'ice    under   any   circu 
stances,  except  to  make  a  backuj 
However,  a  few  companies  per; 
customers  to  make  multiple  install; 
tions  of  a  single  copy  of  software  <j 
long  as  only  one  copy  is  iii  use  at 
time. 

With  more  executi\'es  using  a  desi 
top  computer  in  the  oftice  and 
notebook  computer  on  the  roat 
broadening  the  terms  of  acceptabi 
use  just  represents  common  sens'e.  . 
would  also  go  a  long  way  towar 
easing  tensions  with  customers  whfr 
find  themsehes  uncomfortable  at  th 
prospect  of  being  branded  as  felons 

We  li\'e  in  a  difficult  era  in  w  hich, . 
Stewart  Brand  puts  it,  informati 
w  ants  to  be  free,  yet  it  also  wants  to 
expensive.  Until  both  \endors  a: 
users  sincereh'  acknowledge  this  pai 
dox,  efforts  to  reduce  piracy  are  liki 
to  do  as  much  to  foster  conflict  a 
discomfort  for  legitimate  users  as  thdl 
do  to  benefit  software  producers. 
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your  PCs  holding  you  back? 


Our  motto. 


isingly,  over  80%  of  PCs  in  American  industry  are 

ating  at  a  fraction  of  their  capacity.  They're 

iaing  just  one  task  at  a  time;  requiring  users  to  work 
natural  fashion, 
that  means  the  workers  using  them  are  operating 

han  their  peak  productivity  These  days,  American 

ss  can't  afford  that. 

ile  other  software  companies 

ecided  the  solution  is  to  change 

y  60  million  users  work,  we 

I  from  the  premise  that  a 

ctivity  increase'  that  required  a 

investment  of  time  and  money  was  an  oxymoron. 

instance,  DESQview,  our  multitasking  windowing 

nment  allows  users  to  run  several  of  their  favorite 
programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
users  are  forced  to  replace  most 
of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously  How  many 
ites  a  year  would  a  user  need  to  save  to  pay  back  an 
[tment  of  $1,500  -$2,200  in  new  hardware  and  software? 
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view 


Qvieiv  miiltitasks  and 
rws  programs  on  the  PC: 
cs  or  text,  DOS  or  Micro- 
Windows— side-by-side. 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
things,  but  less  effectively 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utiHty  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  fdgh-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 


QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 


DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 
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SCIENCE  &  TECHNOLOGY 


Microsoft  and 
the  tmstbusteirs 


COMMENTARY  BY  PETER  RUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge: 
Junk  Science  in  the  Courtroom  (Basic  Books). 


So  NOW  it's  Microsoft  that  supposedly 
has  a  stranglehold  on  the  computer 
industry.  Specifically,  Microsoft 
stands  accused  of  including  "undocu- 
mented" features  in  its  Windows  soft- 
ware, for  the  special  advantage  of  its 
own,  in-house  developers  of  applica- 
tions like  word  processors. 

The  charges  are  familiar.  Some  ne- 
farious entrepreneur  has  sold  millions 
of  excellent  widgets — so  many  that  a 
slew  of  outsiders  now  provide  gizmos 
to  plug  into,  connect  with,  sit  atop,  or 
otherwise  enhance  your  basic  widget. 
Enter  federal  trustbusters,  to  make 
sure  the  Widget  King  doesn't  leverage 
his  market  power  to  the  disadvantage 
of  gizmo  peddlers. 

For  "widget"  and  "gizmo,"  sub- 
stitute almost  anything  you  like — 
you'll  find  it  in  the  antitrust  case 
books.  Salt  grinders  and  salt.  Cars  and 
dashboard  radios.  Cameras  and  film. 
Phone  companies  today  are  said  to 
threaten  the  public  welfare  if  they 
build  a  handset  or  supply  voice  mail 
alongside  basic  phone  service.  Micro- 
soft is  in  trouble  because  it  sells  oper- 
ating systems,  like  Windows,  and  also 
applications,  like  spreadsheets. 

The  standard  lawyer's  response 
when  a  company  like  Microsoft  is 
deemed  too  successfijl  is  to  insert  a 
wall  of — you  guessed  it — lawyers  be- 
tween the  widgets  and  gizmos.  How- 
ever they  dress  it  up,  the  lawyers  now 


stalking  Microsoft  will  tr>'  somehow 
to  segregate  "basic"  operating  sys- 
tems from  fancy  applications. 

But  where  exactly  should  operating 
systems  end  and  applications  begin.'  If 
the  Microsoft  police  want  apartheid 
of  any  kind,  they  will  have  to  answer 
that  fijndamental  question.  Their  ob- 
jective, after  all,  is  to  prevent  one  kind 
of  sofi^vare  developer  from  getting 
too  cozy  with  another. 

The  experience  with  line-drawing 
of  this  kind  in  the  telephone  industry' 
is  as  dismal  as  it  is  instructive.  In  the 
1920s  the  great  enhancement  in  tele- 
phony was  the  dial  telephone,  a  re- 
markably high-tech  advance  over 
banks  of  human  operators.  Today  one 
can  buy  handsets  that  dial  numbers 
automatically  in  response  to  spoken 
commands.  Similar  capabilities  will 
soon  be  lodged  in  the  network:  Call- 
ers will  once  again  be  able  to  pick  up 
the  phone,  speak  a  name,  and  be 
connected.  Yet  over  several  decades, 
the  question  of  whether  telephone 
companies  should  be  permitted  to 
install  machines  as  smart  as  the  human 
operators  of  the  1920s  has  consumed 
hundreds  of  millions  of  lawyer  and 
lobbyist  dollars.  In  the  end,  machine 
intelligence  will  of  course  come  to  the 
network  anyway;  the  only  question  is 
how  long  the  matter  will  be  debated, 
and  how  rich  the  debaters  will  grow  in 
the  meanwhile. 

Microsoft  stands  accused  of  sneak- 
ing things  into  its  software  that 
shouldn't  be  there.  Unleash  the  law- 
yers, and  Microsoft  will  soon  be 
forced  to  leave  out  things  that  should 
be.  Today,  for  example,  relational  da- 
tabase sofhvare  is  called  an  "applica- 
tion." But  everything  in  a  computer 
probably  should  be  stored  in  a  rela- 
tional database  of  some  kind,  and  if 
so,  today's  databases  will  gradually  be 
swallowed  into  tomorrow's  operating 
systems.  In  time,  the  same  may  well 
happen  to  keyboard  macros,  printer 
drivers,    modem    capabilities,    com- 


pression   algorithms,   you    name 
Technically  speaking,  Windows  its^ 
is  a  gizmo,  not  a  widget — it  runs  at(j 
MS  DOS,  like  other  applications. 
Windows  has  been  so  successful  t[ 
has  come  to  seem  "basic." 

The    important    point,    howeve| 
isn't  that  operating  systems  must  ir 
evitably  consume  ever^'thing  else, 
that  the  ver}^  thought  of  lawyers  tryir 
to  police  soft^vare  is  revolting.  Whe 
enhancements,  peripherals,  appli( 
tions,  smarts,  what-have-you  are  re^ 
ly  good,  they  always  migrate  dovv 
the  path  from  gizmo,  to  widget, 
basic  necessity.  That's  not  a  conspir 
cy,  it's  progress. 

Microsoft  took  a  huge  financial  ris 
with  Windows  at  the  outset,  and  bd 
gan  writing  Windows-based  applicJ 
tions  when  lots  of  outsiders  didnl 
want  to  waste  resources  on  such 
obvious  loser.  Yet  no  matter  ho^ 
much  soft^vare  Microsoft  writes  itsell 
Winciows  will  thrive  only  if  thousanc 
of  independent  outsiders  contini 
writing   compatible   software.    Th^ 
fact    provides    far    more    protectic 
against    hanky-panky    at    Microsc 
than  any  array  of  lawyers  will  evel 
deliver.  What  the  feds  should  do  her^ 
is  stand  aside,  and  let  the  soft^var 
market  work  things  out. 

If  histor)'  is  any  guide,  the  unfetl 
tered  market  will  perform  better  with| 
out  federal  help  than  with  it.  Huge] 
and  powerful  Microsoft  is  seen,  by  tlicj 
lawyers,  to  be  squashing  small  and| 
vulnerable  IBM  (owner  of  the  comper- 
ing   operating    system    OS/2)    andl 
AT&T    (creator    of   the    competingj 
Unix).  Both  OS/2  and  Unix  mighrj 
be  even  more  robust  today,  but  fori 
the  fact  that  the  energies  of  theirj 
creators  were  focused  elsewhere  vvhcnl 
Microsoft's  1X)S  slipped  into  the  mar 
ket  around  1980.  At  that  time  ai&tI 
was    rigidly   quarantined    from    rhel 
computer  business,  because  (lawycrsl 
said)  Al&r  was   bound   to  swallowf 
everything  if  allowed  even  the  tiniestj 
bite.  Meanwhile,  IBM  was  defending! 
itself  against  an  unimaginably  expcn 
sive,    paper-clogged    antitrust    suir,| 
brought  against  it  by  the  federal  g()\  - 
ernment.  IBM,  you  see,  had  a  strangle-] 
hold  on  the  computer  industry. 

And  what  do  we  find?  Without  anl 
antitrust  judge  in  sight,  yesterday'sj 
indicted  strangler  now  stands  cring 
ing  on  the  gallows  of  the  market. 
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HIGH  TECH 
TOWS  THE  UNE. 


way  at  Diebold,  pulling  us 
ahead.  On  the  product 
tine,  production  line  and 
bottom  line. 

With  a  new  gener- 
ation of  automated  teller 
machines,  we've  won 
wide  acceptance  in  world 
markets. 

The  sophistication  of 
our  electronic  security 
systems  is  winning  us  a 
growing  range  of  custom- 
ers in  financial  services, 
universities  and  hospitals. 

By  automating  our 
fectories  and  computer 
izing  our  service  business^ 
we've  enhanced  the  pro 
ductivity  of  our  people. 

Result:  along  the  bottom 
line,  we're  moving  up. 


teller  machines,  security  produc 
and  related  services. 


M^  M^ERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  M^H] 
PEOPLE  TRAVELED  BY  RICKSHA^V.    The  AIG  Companies  have  been  d  { 
business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldii 


experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
people  a  uniqu^e  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
isportation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 
MTORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

Americain  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 
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With  the  proliferation  of  stocks,  bonds  and  derivatives, 
many  daily  newspapers  don't  have  space  to  quote  them 
all.  But  there  are  reasonably  priced  alternatives. 

Dial-a-quote 


discount  brokerage  firms  oflfer 
of  the  most  attractive  deals.  CI 
Schwab   &   Co.   offers  TeleBr 
simple  to  operate  and  requiring  oe 
phone.  Dial  a  toU-fi-ee  number,  pi 
in  your  account  number  and 
word  and  you  can  get  real-time 
ket  quotes  and  financial  informat 
and  make  trades.  The  informal 
service  is  fi-ee  to  Schwab  customer 


By  Brigid  McMenamin 

Every  year  there  are  more  stocks, 
bonds,  options,  mutual  fimds  and  oth- 
er investments.  With  ne\\'spaper  space 
available  for  listings  tight,  where  is  the 
investor  to  turn  for  quotes?  USA  To- 
day pubhshcs  only  1,500  of  the  most 
actively  traded  New  York  Stock  Ex- 
change stocks,  out  of  a  total  2,500 
issues  listed.  Last  December  the  Wall 
Street  Journal  reduced  the  pages  list- 
ing options,  from  two  or  three  ever^^ 
day  to  one.  New  York's  Newsday  re- 
cently polled  its  readers  to  find  out 
which  quotes  they  really  want. 

Some  newspapers  are  supplement- 
ing their  tables  with  telephone  quote 
sendees,  which  save  newsprint  and 
give  publishers  another  source  of  in- 
come, either  through  customer  fees 
or  advertising.  The  Minneapolis-St. 
Paul  Star  Tribune,  for  example,  freed 
up  an  editorial  page,  and  saved  maybe 
$500,000  last  year,  by  trimming 
4,000  stocks  from  its  tables.  But  read- 
ers can  still  get  those  quotes  free  by 
telephone.  Ever\'  day  about  15,000 
call.  Some  125,000  callers  use  the 
Atlanta  Journal-Constitution'' s  free 
Stockphone  semce  each  week. 

Dow  Jones  &  Co.,  publisher  of  the 
Wall  Street  Journal,  has  four  separate 
ser\'ices  to  provide  investors  with 
quotes  and  financial  information. 


Our  table  lists  18  serxdces  that  pro- 
\'ide  stock  quotes  and  other  financial 
news  and  data.  Some  require  only  a 
telephone,  others  a  computer.  A  few 
operate  over  fm  radio  frequencies,  for 
which  you  need  a  special  radio  receiv- 
er. One  operates  over  cable  TV  lines. 
Some  of  these  serxices  also  allow  you 
to  fetch  and  manipulate  historical 
price  data,  to  buy  and  sell  securities 
and  to  get  prompt  confirmations. 

Which  system  is  best  for  you  de- 
pends on  how  much  information  you 
need  and  how  much  you  want  to  pay. 

If  you  do  a  fair  amount  of  trading. 


What  if  you  are  not  a  very  acr 
trader,  or  don't  want  to  commit  \  ou. 
self  to  one  broker?   If  you  have  i 
personal    computer,    you    can    i: 
quotes  and  a  wide  range  of  financ, 
information  from  services  like  Con, 
puServe,     America     Online,     Dc 
Jones,  GEnie  and  the  Prodigy'  Ser\'ic 
The  basic  cost  for  these  services  is  i 
little   as   $5   per   month — less   th.; 
you'd  pay  for  most  newspapers.  B' 
tn'  different  ser\'ices  for  a  while.  Mai  j 
vendors  offer  low-cost  or  even  fr' 
trials.  It  pays  to  shop  around.  No  iici 
to  pay  for  more  than  you  use.         I 


HleM 


Keeping  abreast  of  the  market 


Even  for  the  small  investor,  up-to-the-minute  stock  market  quotes  are  easily  and  fairly 
cheaply  accessible  these  days— by  phone,  computer,  radio,  TV  and  cable  TV.  Below, 
some  of  the  most  popular  market  data  services  tailored  for  individual  investors. 


Dow  Jones  &  Co. 


Hit 


DowPhonc 
800-345-NEWS 


JoiinialPhonc 
900-J()URNAL 


Services:  Real-time  quotes  on  stocks,  mutual  funds,  commodities,  options  and  indexes.  Also  business  and  financial 
news,  teclinical  opinions  and  investment  analysis.  Hrt;'//ii'rt;r;  Touch -tone  phone,  with  which  you  punch  in  stock 
symbols  or  names  ofcompanies.  Cost:  S 1 5  to  sign  up,  S 1 .25  per  minute  if vou  call  800-222-0248,  or  95  cents  per 
minute  if  you  call  212-285-8400  or  609-452-0777. 

Sen'iccs:  Stock  quotes  updated  e\en'  15  minutes;  mutual  fund  quotes,  market  updates  and  news  on  250  selected 
companies.  Hardivnre:  Touch-tone  phone.  Cost:9S  cents  per  minute. 
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Jones  Ne\\'s/Rctric\'al 
U2-3S67 


Hours/Flat  ^ec  Plan 
520-4649 


Services:  1 5-miniitc  delay  on  stock  quotes,  articles  froni  periodicals;  new  swire  reports,  industrx'  and  company  informa- 
tion, statistics  and  commentaPi'.  Hardware:  IBM  or  IBM-compatible  or  Mac  computer,  plus  modem.  Cnst:  $29,95 
startup,  which  includes  3  Free  hours  ot'usc;  S18  per  year.  Thereafter  you  pay  per  minute  and  per  information  unit.  To 
get  real-time  stock  quotes,  individual  investors  pay  additional  fees  ranging  from  $3.25  to  Sll  monthly,  per  stock 
market  exchange. 

Services:  From  8:01  pm  to  6:00  am  local  time  you  can  get  news,  closing  quotes,  and  forecasts  and  analyses. 
Hardware:  IBM-compatible  or  Mac  computer,  plus  modem.  Cost:  .$25  per  month  for  news  and  quotes  only,  to  $49.95 
per  month  all-inclusive. 


B  vers 


Hi  lit\' On-line  Xpress  (FOX) 
81544-7272 


rinancial  Network  (part 
jionaldson,  Lufkin  &  Jenrette) 

Irles  Schwab  &  Co. 
kroker  800-272-4922 


Itvab  Equalizer 
-648-4248 


Sennces:  Real-time  stock  quotes,  abilit\'  to  trade  and  get  instant  confirmation;  options  include  Dow  Jones  News/ 
Retrieval  and  other  information  services.  Hardware:  IBM-compatible  computer  and  modem.  Coj^-  $1 19.95  to  sign  up 
(special  otter  now,  $89.95 ).  Customers  get  100  free  calls  (up  to  50  quotes  per  call )  for  ever\'  trade  placed  through  FOX. 

Services:  Real-time  stock  quotes,  ability  to  trade  securities,  including  options;  other  financial  information 
supplied  through  Prodigy.  Hardware:  IBM-compatible  or  Mac,  plus  modem.  Cost:  no  sign-up  fees. 
Available  to  Prodigy  users  only,  on-line  sign-up. 

Services:  Securities  trading,  real-time  quotes  on  stocks,  options,  mutual  fluids,  warrants,  units,  rights  and  market 
indicators.  Hardware:1ouch-tont  phone.  Cost:  Free  to  Schwab  customers. 

Services:  Real-time  quotes,  on-line  investment  advice,  current  and  historical  investment  news,  and  ability  to  trade. 
Hardware:  IBM-compatible  and  modem.  Cost:  $69  for  Equalizer  software.  Includes  60  minutes  of  services  like  Dow 
Jones  News/Retrieval.  Note:  Schwab  brokerage  scnices  are  also  available  to  customers  of  GEnie  (see  below). 


I  Services 


lerica  Online 
1)827-6364 

mpuSer\'e 
)-848-8199 


,nie 
3-638-9636 


e  Prodig)'  Sen'ice 
0-PRODIGY 


Sennces:  20-minute  delay  on  quotes,  plus  range  of  financial  and  other  information.  Abilit\'  to  trade  \'ia  Quick  &  Reilly. 
Hardware:  IBM-compatible  or  Mac,  and  modem.  Cost:  $7.95  per  month,  10  cents  per  minute  after  the  first  2  hours. 

Services:  15-minute  delay  on  stocks  and  options.  Also  closing  prices  on  mutual  funds,  dozens  of  other  ser\'ices. 
Ability  to  trade  via  discounters  E'TRADE;  Quick  &  Reilly;  Spear,  Rees  &  Co.  Hardware:  I  BM-compatible  or  Mac,  and 
modem.  Cost:  $7.95  a  month,  plus  $49.95  to  sign  up,  which  includes  I  month  sen  ice  and  S25  credit  toward  access 
charges  of  $12. 80  to  $22.80  per  hour,  depending  on  your  modem  speed.  Real-time  quotes  axailable  for  S30  additional 
per  month. 

Services:  15-minute  delay  on  quotes,  ability  to  trade,  numerous  additional  services.  Real-time  quotes  available  free 
for  Schwab  customers  (sec  above).  Hardware:  IBM-compatible  or  Mac,  plus  modem.  Cost:  $4.95  a  month,  plus  access 
charges.  In  prime  time  (8  am  to  6  pm  Monday  to  Friday)  $12.50  per  hour;  ofT'-prime  hours,  basic  sen'ice  is  free. 

Services:  15-minute  delay  on  quotes,  ability  to  trade  via  PC  Financial  Network  (see  above),  numerous  additional 
sen'ices.  Hardware:  IBM-compatible  or  Mac,  and  modem.  Cost:  $49.95  for  startup,  including  first  month;  thereafter 
$14.95  per  month;  technical  stock  and  fund  database,  additional  $14.95  per  month. 


lote  services 


.lotron  Systems,  Inc. 
;  mote  Advantage 
2  898-7000 

uotDial 
2-898-7000 


"  Quote 
)0-225-5657 


Services:  15-minutc  delay  on  quotes  from  o\er  60  exchanges,  mutual  fimd  prices,  \arious  additional  senices. 
Harrfwflre.TBM-compatible  (at  least  386  model )  plus  modem.  Corf.- Average  S400  a  month.  Real-time  quotes  available 
for  exchange  fees. 

Sei-vices:  15-minute  delay  on  quotes;  other  financial  data.  Hardware:  IBM-compatible  computer  (386  or  better)  with 
modem.  Cost:  $50  startup,  $  1 0  a  month,  plus  $30  per  hour,  or  S 1 75  a  month,  plus  S 1 0  to  $  1 7  per  hour,  depending  on 
location;  real-time  quotes  available  for  exchange  fees. 

Sen'ices:  Real-time  quotes,  news,  technical  analysis,  other  services.  Hardware:  IBM-compatible  (386  or  better). 
Cost:  $750  installation  fee,  $395  per  month,  plus  exchange  fees. 


adio 


Services:  Real-time  quotes  on  stocks,  options,  futures  and  funds.  Hardware:  Special  radio  receiver.  Cost:  >70  monthly 
for  one  equit)'  exchange,  $10  to  $30  for  each  additional  exchange,  plus  exchange  fees. 

Sen'ices:  15-minute  delay  on  quotes;  additional  financial  data.  Hardware:  Pocket  Quote  Pro  receiver,  or 
IBM-compatible  computer.  Cost:  $395  for  receiver  supplied  by  Telemet,  plus  S35  monthly;  computer  users  pay  $99 
startup  fee,  plus  $37.50  per  month;  real-time  quotes  available  for  exchange  fees  plus  SIO  per  month. 

labie  TV 


HioTrek 
00-367-4670 

clemet  America 
00-368-2078 


■ignal 
.00-367-4670 


Sennces:  Real-time  or  15-minute  time-delayed  quotes  to  your  PC  via  cable  T\'  hookup,  FM  radio  signal  or  satellite. 
Hardware:  IBM -compatible  computer  or  Mac,  plus  cable  connector  ($325  for  rime-delayed,  or  $695  for  real-time )  or 
radio  receiver  ( S595,  real-time  only ),  supplied  by  Signal.  Cosf.  $  1 25  startup,  plus  S 160  monthly  base  fee;  $20  to  $30  for 
each  exchange,  plus  exchange  fees  for  real-time. 
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PERSONAL  AFFAIRS 


With  a  metal  detector,  some  old  maps 
and  gumption,  you,  too,  can  build 
a  collection  of  Civil  War  artifacts. 

Snakes,  ticks  and 
Dixie  treasure 


Bv  Christie  Brown 


Steve  Mijllinax  with  Rebel  flag,  rifle  and  other  memorabilia 

The  North  won  the  war;  the  South  has  won  collectors'  wallets. 


The  800,000  Confederate  and^^ 
million  Union  soldiers  left  a  1 
gear  behind  them  in  the  cour; 
America's   bloodiest  war,   in 
almost  620,000  men  perished 
much,  in  fact,  that  hunting  for  Ci 
War  artifacts  is  still   an   acti\e  a; 
profitable  hobby  that  continues 
feed  the  nearly  insatiable  hunge 
collectors. 

Take  Steve  Mullinax  of  Villa 
Ga.  ^\rmed  with  a  metal  detecto 
shoN'el,  some  old  maps  and  dete 
nation,  Mullinax  has  amassed  one 
the  countr\''s  finest  private  collecti 
of  Ci\'il  War  artifacts.  Over  the  past 
years,  Mullinax,  46,  has  uneart 
hundreds  of  items — buttons,  buckl] 
swords,  rifles  and  cannonballs — a 
continues  to  find  scores  of  new  a 
facts  e\'er\'  year.  Mullinax  trades 
sells  many  of  his  relics  at  Civil 
shows  around  the  countr\',  and  I] 
added  drums,  canteens,  uniforms  a 
flags  to  his  collection. 

Prices  of  Civil  War  memorab 
have  been  rising  dramatically  of  1 
fijeled  in  part  by  Ken  Burns'  awai 
winning  tele\'ision  series  on  the  C 
War,  seen  by  o\'er  38  million  \iew< 
Expect  another  spike  after  the  i 
coming  miniseries  of  Killer  An^ 
about  the  Battle  of  Gett\'sburg,  to 
aired  later  this  year. 

The  highest  prices  are  paid  for  Co 
federate  Army  artifacts,  which  h: 
doubled  in  value  in  the  past  fi\  c  yea 
Take  three  standard-issue  Confed 
ate  relics,  all  stamped  CSA  (Confed 
ate  States  of  America):  A  single,  roq 
brass  uniform  button  sells  for  abc 
S200;  a  rectangular  brass  belt  buc 
fetches  SI, 400;  an  enlisted  ma 
sword,  S2,800.  A  Confederate  C( 
can  bring  up  to  $30,000,  a  flag 
much  as  $50,000. 

In  contrast,  comparable  Uni 
niilitar\'  gear  goes  for  roughly,  oi 
tenth  as  much.  Why.'  Supph'  and  < 
mand:  The  North  had  almost  tw 
the  number  of  troops  and  roughly  t 
times  as  man\-  manufacturing  pla 
as  the  South. 

With  so  much  collector  interest 
should  be  no  surprise  that  fakes  J 
reproductions  ha\e  been  flooding  i 
market.  Instantly  weathered  with  ? 
water  or  batten'  acid,  some  fakes  ^ 
decei\e  the  most  knowledgeable 
perts.  Mullinax  has  an  "educati] 
drawer"  filled  with  fakes  even  he 
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^u  dorit  have  to  own  a 

Mercedes,  Lexus  or  BMW  to  appreciate 

the  new  Concorde.  But  it  helps. 


Owning  any  of  the  imports  mentioned  above  means  you're  well  schooled  in  the  world  of  high-per- 
formance luxury  sedans.  It  also  means  you've  paid  dearly  for  that  education.  Well  now,  at  a  mere  fraction 
of  the  cost,  there  is  the  Chrysler  Concorde.  Created  around  a  new  automotive  architecture  known  as  "cab 
forward,"  the  Concorde  has  a  wider  track  than  any  Lexus  or  BMW  and  more  room  than  any  Infiniti  or  a 
Mercedes  300E.  Its  handling  has  been  praised  by  the  automotive  press  and  described  as  "world  class"  by 
AutoWeelc.  And  its  new  24-valve  V-6*  delivers  more  horsepower  than  a  BMW  525i  and  more  torque  than 
a  Nissan  300  ZX.  It  even  comes  with  such  standard  features  as  driver  and  passenger  air  bags  as  well  as 
anti-lock  four-wheel  disc  brakes.  So  if  you  want  to  make  sure  your  high-priced  education  has  truly  paid 
off,  go  out  and  buy  a  new  Chrysler  Concorde.  For  more  information,  call  1-800-4A-CHRYSLER. 

ADVANTAGE:  CHRYSLERS 

A        DIVISION        OF        THE        CHRYSLER        CORPORATION 


See  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  nonnal  maintenance  adjustments  and  wear  items.  'Optional.  Buckle  Up  For  Safety. 


PERSONAL  AFFAIRS 


Mullinax  has 
dug  from 
Mississippi 
to  Virginia 
for  relics 

National  battle 
fields  are 
off-limits. 


! 


been  fooled  by.  Having  recently  writ- 
ten a  book.  Confederate  Belt  Buckles 
and  Plates,  on  the  400  different  styles 
of  Confederate  belt  buckles  known  to 
exist,  he  gets  sent  a  lot  of  buckles  in 
the  mail  for  verification.  Half  of  what 
he  sees  are  fakes.  To  be  safe,  Mullinax 
buys  only  from  dealers  who  offer 
money-back  guarantees.  Among 
them  are  R.E.  Neville  in  Mobile,  Ala. 
and  Stone  Mountain  Relics  in  Stone 
Mountain,  Ga. 

Mullinax,  who  invests  in  rental 
property,  grew  up  in  rural  Georgia 
and  started  collecting  as  a  kid.  His  first 
finds  were  cannonballs  and  iron 
grapeshot,  discovered  near  his  home 
at  the  site  of  1864's  Battle  of  New 
Hope  Church. 

Mullinax  says  that  even  after  30 
years,  he  still  gets  a  thrill  when  he 
unearths  a  Civil  War  artifact.  He  got  a 
particularly  big  thrill  years  ago  when 
he  unearthed  a  real  rarit\':  a  Union 
army  belt  buckle  with  a  bullet  embed- 
ded in  it. 

Exploring  for  Civil  War  treasures 
requires  ingenuit)',  strong  map  skills 
and  some  courage.  Digging  for  relics 
on  state  or  federally  protected  battle- 
fields is  strictly  illegal.  So  Mullinax 
transposes  old  maps  (available,  he 
says,  in  local  libraries)  made  by  C'ivil 
War  engineers  onto  current   topo- 


graphical maps  and  sets  off  after 
places  where  Confederate  troops 
bivouacked.  Mullinax's  relic  hunts 
have  taken  him  through  backwoods 
from  Virginia  to  Mississippi.  "I've 
uncovered  plent)'  of  blown-up  liquor 
stills,"  he  says.  "You  also  have  to 
watch  out  for  snakes,  wasps  and  ticks 
in  the  summer,  and  deer  hunters  in 
the  winter." 

Army  Sergeant  Terry  Heilman, 
now  stationed  at  Fort  Myer,  Va.,  is 
another  Civil  War  artifact  hunter  who 
has  had  notable  success  since  his  wife 
bought  him  a  $450  metal  detector 
seven  years  ago.  Heilman  was  ecstatic 
when  he  dug  up  400  square-headed 
Civil  War  nails  on  his  first  treasure 
hunt.  But  he  now  knows  how  to  sense 
when  the  detector  is  signaling  nails, 
which  are  virtually  worthless. 

Virginia  is  the  one  of  the  richest 
sites  for  relic  hunters.  Heilman,  46, 
has  made  some  great  finds  around  old 
home  sites.  His  collection  includes 
spurs,  stirrups,  3,000  bullets,  2,000 
buttons,  45  belt  buckles,  two  cannon- 
balls  and  two  Union  soldier  identifi- 
cation disks — early  dogtags,  in  effect. 
On  rainy  days  he  researches  his  finds 
and  swaps  leads  with  fellow  members 
of  the  Northern  Virginia  Relic  Hunt- 
ers A.ssociation,  which  meets  once  a 
month  in  Fairfax. 


Relic  hunters  follow  some  st 
rules  of  conduct:  Always  fill  in 
holes  you  dig,  and  always  get  own 
permission  to  root  around  on  tl 
propert}'.  But  too  many  searchers  r 
nore  such  rules.  "A  lot  of  them  1^ 
vandals,"  snaps  eminent  Civil  \1 
historian  Shelby  Foote,  who  does 
collect  himself 

Network  central  for  relic  hunterl 
the  offices  of  Stephen  Sylvia  and  N; 
cy  Rossbacher  who  publish  No 
South  Trader's  Civil  War.  A  bimon 
ly  magazine  published  in  OraniJfas>i 
Va.,  the  publication  features  coll 
tors,  ads  and  a  calendar  of  ever 
Annual  subscription:  $25.  Tel:  7( 
672-4845.  The  couple  also  produ 
a  biannual  price  guide  on  Civil  V^v. 
collectibles.  Price:  $19. 

There  are  rvvo  big  upcoming  C 
War  relic  shows.  One  will  be  iit  i 
Georgia  state  farmers'  market 
Joncsboro,  Ga.,  Mar.  27-28,  the  o 
er  at  the  Ramada  Inn  in  Gettysbui 
Pa.,Iuly2-4. 

If  you're  interested  in  putting 
artifacts  in  context,  the  best  pu 
collections  of  Civil  War  mcmoral 
can  be  seen  at  the  Museum  of 
C^onfederacy  in  Richmond,  Va., 
Atlanta  History  C'enter  and  the  \a. 
siana  Historical  vSociety's  C'onfe 
ate  Museum,  New  Orleans. 
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#1  on  the  LPGA  Tour       ^ 


DnRR€LL  SURV€V 

1992  LOS  COYOTES  LPGA  CLASSIC 

LOS  COYOTES  COUNTRY  CLUB 

BUENAPARK,  CALIFORNIA 

SEPTEMBER  24-27,  1992 


DRIVERS 
•CALLAWAY  55 


37.9% 


TAYLOR 

DAIWA 

MIZUNO 

CLEVELAND 

LANGERT 

YONEX 

COBRA 

All  other  drivers 

Total  drivers 


28.2% 
10.3% 
3.4% 
2.7% 
2.7% 
2.7% 
1.3% 
9.6% 
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1992  VANTAGE  CHAMPIONSHIP 

(PGA  SENIORS) 

TANGLEWOOD  GOLF  CO!  JR^f 

CI^MMONS,NORITl'?^°o'^^ 

OCTOBER  2-4,  1992 


^   ci^ac  Newton  figure 


rOMJ^MVAY 
TAYLOR 

FOUNDERS 

PROBE 

SPALDING 

BRIDGESTONE 

CUSTOM 

ANVIL 

BULLET 

COBRA 

All  other  drivers 

Total  drivers 


DRIVERS 


J5A% 
24.3% 
4.8% 
4.8% 
4.8% 
2.4% 
2.4% 
1.2% 
1.2% 
1.2% 
7.3% 
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Robert  Blazer  has  built  a  tiny  produce  stand  into  a 
$50-million-a-year  business.  But  don't  try  to  emulate 
him— it's  too  much  an  extension  of  his  personality. 

Zen  and  the  art 

< 

of  fresh  produce 


By  Joel  Millman 

In  1971  Robert  Blazer  spent  just  two 
days  at  the  Wharton  School  before 
dropping  out.  It  wasn't  \\'hat  he  want- 
ed. "The  human  connection  was 
missing,"  he  says.  The  school  was 
geared  to  filling  executive  slots  in  big 
corporations. 

Anyhow,     more     book     learning 
wasn't  what  Blazer  wanted.  He  had 
already  earned  an  engineering  degree 
fi-om  the   Universit)'  of  Rhode 
Island.  He  went  home  to  Paw- 
tucket,  R.I.  to  help  run  his  fa- 
ther's discount  department  store. 

This  was  more  like  it.  He  threw 
himself  into  his  work,  putting  in 
18-hour  days  selling  dn-  goods 
and  developing  a  produce  line  on 
the  side.  When  his  father,  Hy- 
man,  went  on  vacation.  Blazer 
cleared  out  the  basement  and 
added  a  produce  department.  He 
was  tr\-ing  to  capitalize  on  what 
he  saw  as  an  inefficiency  in  the 
market.  Supermarkets,  he  felt, 
were  no  longer  selling  produce 
that  was  fresh,  and  small  farmers 
couldn't  reach  consumers  on 
their  own.  Blazer  recalls:  "1  saw  an 
opportunit)'." 

He  found  himself  buying  fresh  stuff" 
from  a  wholesale  market  and  offering 
large-volume  specials  on  individual 
items  to  make  sure  the  produce 
moved  off  the  shelves  and  bins  before 
it  went  bad. 

But  Dad's  store  seemed  small  and 
cramped  to  him.  So,  at  age  28,  he 
decided  to  start  fresh  somewhere  else. 
Atlanta,  with  its  rural  base  and  grow- 
ing economy,  seemed  perfect.  Blazer 
sold  his  house,  netting  $30,000,  and 
put  ever\'thing  into  a  farm  stand  in 
suburban  Decatur,  where  he  repeated 


what  he  had  done  in  Rhode  Island: 
selling  fresh  produce  cheaply  to  keep 
from  being  underpriced  by  area  su- 
permarket chains.  First  he  bought  at 
the  state  farmers'  market,  then  con- 
vinced local  farmers  to  drop  small 
loads  \\'ith  him  on  their  wa\'  to  town. 
Then  disaster  struck.  A  freak  ice 
storm  in  February'  1979  collapsed  the 
market's  roof  and  ruined  the  inven- 
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Produce  entrepreneur  Robert  Blazer 
Fresh  fruit,  philosophy  and  profits. 


ton,'.  But  the  insurance  didn't  cover 
ice  damage — a  rarity  in  Georgia. 

Blazer  raised  capital  in  a  truly  novel 
way:  In  one  of  only  two  ads  he  has 
ever  run,  he  asked  for  donations  in 
personal  checks;  canceled  checks 
could  then  be  redeemed  as  food  cou- 
pons when  he  reopened.  Blazer  raised 
S40,000  in  $50  and  SlOO  amounts. 
He  reopened  in  just  eight  weeks. 

This  year  Blazer's  privately  owned 
Your  DeKalb  Farmers  Market  will 
ring  up  sales  of  more  than  S50  mil- 
lion. Yes,  that's  from  just  one  store.  At 
140,000  square  feet,  the  market  is  a 
kind  of  gourmet  Wal-Mart  specializ- 


ing in  fresh  produce  and  im 
condiments    like    mole   sauce 
Mexico  and  Italian  sun-dried  t 
toes.  Blazer  sells  40,000  poun 
fresh  fish  and  shellfish  each  w  eek 
26  varieties  of  lettuce.   He   st 
1 ,700  wines;  cases  of  imported 
stacked  on  pallets,  go  for  Slab 
Blazer's  prices  are  lower  than 
of  the  big  chains  like  Winn-Dixie 
Kroger,  sometimes  by  pennies,  sc 
times  by  $3  a  six-pack  of  beer.  F 
ers  say  his  produce  is  three  or 
days  fresher,  usually  arriving  strai 
from  the  farm  insteaci  of  spend 
da\'s  in  a  central  warehouse. 

The  market  has  become  a  test 
for  Blazer's  pet  theories  on  workpl 
harmony.  Here,  after  all,  is  a  busim 
man  \\ho  quit  business  school 
cause  it  dealt  in  numbers,  not  in  p 
pie.  Blazer  wants  employees  to  h 
their  work.  If  employees  meet,  m 
and  marr\',  so  much  the  better.  H 
band-and-wife    teams    abound —  '^•*' 
eluding  Blazer  and  his  new  bride,  w  vr 
works  in  human  resources;  a  third 
the    employees    ha\e    relati^ 
working  for  the  market.  A  n 
hire  gets  nearly  two  weeks'  \'a< 
tion  the  first  year. 

What's  unique  also  is  that  or 
a  handful  of  his  workers  are  U.5| 
born,  the  rest  spread  among  a 
countries.  Blazer  finds  that  a  \  ^^^ 
of  foreigners  feel  at  home  wor 
ing  at  the  market.  Name  tags  tb  "^^"'^ 
say  things  like  "Patel,  I  spei|spi,r 
Gujarati  and  Hindi"  help  fost  ,  r 
an  exotic  image. 

Suddenly,  this  unusual  busina'''"^' 

has  competition.  It  comes  from-  itjit, 

of  all  people — Blazer's  kid  brot 

er,  Harry,  42.  Using  what  Rob« 

derisively   calls    "other   peopN  fci\tr 

money,"  Harr)'  Blazer — who  refusi  ^\^ 

to  talk  with  FOBBES — has  opened  tv 

farmer's  market  clones  in  nearby  su  ^  ^'^ 

urbs  and  plans  to  open  more.  He  h   J3v 

hired  some  of  his  brother's  staff',  a 

cut  into  his  customer  base. 

But  the  personal  touch  will  be  mi: 
ing.  Starting  on  a  big  scale  and 
multiple  locations,  Harr\''s  enterpi 
can't  possibly  duplicate  the  spirit 
brother  has  infiised  into  Your  DcL 
Farmers  Market.  "This  is  a  dance,  m^ 
r\'ing  a  perishable  food  item  to  custo 
ers,  and  doing  it  right,"  Robert  Bla, 
sighs.  "You  make  it  mechanical,  \ij 
kill  the  whole  thing." 
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dE  WARM  TROPICAL 

^s  OF  Miami,  there 

COMMUNITY  UNLIKE 
Y  IN  THE  WORLD. 

splendid  winter  estate  of  the 
ilts,  Fisher  Island  has  become 
)e  world's  most  celebrated 
iities.  With  lovely  residences 
cean  and  Biscayne  Bay,  it 
lampionship  golf,  tennis  on 
ss  and  hard  courts,  an  inter- 
I  spa,  two  marinas,  gourmet 
jal  dining  in  seven  restaurants, 
mile-long  Atlantic  beach, 
heater,  shops  and  supreme  pri- 
d  security-all  just  minutes  by 
ferry  from  cosmopolitan  Miami. 

s  ler  Island 

ler  Island,  Florida  33109 
) 535-6071       . 

$-Free  (800)  6^4-3251 
(305)  535-6008. 


ij;nces  from  $800,000  to  $6,000,000. 
Jent  mortgage  financing  available. 
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I  Ins  project  is  rcfiistcrcd  with  the  New  Jersey  Real  Kstate  (Commission.  NJRKCC  W)/i-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the 

merits  or  \diiie  of  the  project.  Obtain  and  read  the  New  Jersev  Public  Offermii  statement  before  Mf^ning  anything.  This  is  not  an  offering  to  any 

person  in  an\  state  uliere  such  an  offering  ma\  not  lawfully  be  made.  Kqual  Housing Opportunicv. 
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Empowered 


Gknhrai.  Motors'  new  product  pro- 
grams arc  mired  in  delay.  Ford's  are 
buried  in  costs.  Yet  in  just  two  years, 
with  money  and  engineers  tight, 
Chi-jsler  has  come  in  with  four  new 
vehicle  programs  and  two  new  en- 
gines. "We're  coming  in  on  time," 
says  Chrysler's  design  chief  Thomas 
Gale.  "We  were  never  able  to  do  this 
in  my  time  at  Chrysler." 

A  heap  of  the  credit  goes  to  Fran- 
cois Castaing,  Chr^^sler's  vice  presi- 
dent in  charge  of  vehicle  engineering. 
Castaing,  47,  is  a  Frenchman  who  ran 
Renault's  successful  racing  program 
in  the  1970s.  He  moved  to  Detroit  in 
1980  as  Renault's  chief  engineer 
working  with  American  Motors 
Corp.  "What  1  learned  in  racing  was 
the  ability  of  small  teams  to  move  ver)' 
fast,"  he  says.  "I  never  thought  it 
took  3,000  engineers  to  do  a  car." 

At  AMC  Castaing  developed  what's 
become  known  as  the  platform  team, 
a  tight  group  of  engineers  from  all 
disciplines — engines,  brakes,  chas- 
sis— working  together  and 
"empowered,"  the  key  word,  by  the 
corporate  hierarchy  to  make  decisions 
and  make  them  fast. 

When  Chrysler  bought  Renault's 
AMC  interest  in  1987,  Castaing  was  in 
charge  of  engineering  for  amc;.  Lee 
lacocca  not  only  kept  him  on  but  also 


asked  him  to  take  over  engineering  for 
all  of  Chiysler  when  the  company  ran 
into  trouble  in  1988.  Castaing  quick- 
ly broke  up  Chrysler's  old  engineer- 
ing departments — "chimneys,"  he 
calls  them,  because  they  were  vertical 
organizations — replacing  them  with 
his  horizontal  platform  teams. 

The  bureaucracy  fought  hack. 'Cas- 
taing: "The  old-timers  wrote  to  Lee. 
They  said,  'Francois  is  tearing  up 
ever^'thing.'  It  was  true.  1  was." 

With  support  from  lacocca  and 
Chn'sler  President  Robert  Lutz,  Cas- 
taing expanded  the  platform  team 
concept  to  include  manufacturing, 
suppliers  and  marketing.  He  created 
"technical  clubs" — opportunities  for 
brake  experts,  say,  on  each  team  to  get 
together  weekly  to  compare  notes.  To 
give  his  teams  the  political  clout  they 
needed  to  get  things  done,  Chr\'sler 
appointed  "godfathers,"  top  corpo- 
rate officers  who  do  double  duty, 
leading  a  team  as  well  as  doing  their 
regular  jobs. 

The  result  is  a  parade  of  on-time, 
on-budget  new  products:  the  ne\\' 
Jeep  Grand  Cherokee  last  spring,  the 
LH  sedans  last  fall,  the  big  Chiyslers 
coming  this  spring,  and  late  this  year 
the  Dodge  Ram  pickup  and  the  small 
Neon  car.  Chrysler's  earnings  could 
exceed  $5  a  share  this  year;  already  the 
stock  has  passed  40,  almost  quadru- 


pling in  a  year. 

Says  Bob  Lutz:  "Francois  is 
number  one  agent  for  change.  He| 
genuine  hero."  -Jerry  Flj 

The  peHls  of  Pearlman 

Badly  battered  by  television  pm 
wars,    Zenith    Electronics    Corp. 
once  again  on  the  ropes.  The  $ 
billion  (estimated  1992  sales)  TV  m; 
er  lost  enough  money  last  quarterj 
put  it  in  violation  of  net  worth  coi 
nants  in  its  credit  agreement  with 
Bank  of  New  York.  Despite  this 
ther  setback.  Zenith's  $35  million 
llVs  bonds  due  1995  were  rece 
selling  at  91 .  Buyers  are  betting  th 
Zenith  Chairman  Jem'  Pearlman 
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ABOVE: 

Zenith  Electronics' 
Chairman 
Jerry  Pearlman 
Can  he  keep 
the  sheriff 
from  the  door? 
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lEFT: 

Chrysler's  chief 
engineer, 
Francois  Castaing 
"A  genuine 
hero,"  says 
his  boss. 
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We've  discovered  the  largest  single  gold 
reserve  and  one  of  the  largest  copper 
reserves  in  the  world  at  our  Grasberg  mine 
in  Indonesia. 

What's  mote,  we  will  optimize  mill 
throughput  from  57,000  to  66,000  metric 
tons  of  ore  per  day  during  the  second  half 
of  1993.  With  plans  to  reach  90,000  metric 
tons  per  day  by  mid- 1996.  Yet  even  at  this 
increased  rate,  our  reserves  will  last  more 
than  23  years.    . 


Changes  in  Reserve  Position  1986  to  1991 

2.6 

'21.8 


Copper 
(B/lb) 


Goid 
(MM/oz) 


32.4 


B|     12/31/86     Ol 


Our  new  and  exclusive  30-year  con- 
tract of  work  expands  our  area  of  explo- 


ration and  mining  from  24,700  acres  to 
6,500,000  acres  along  the  New  Guinea 
Mineral  Trend. 

Through  our  exploration  successes  and 
timely  increases  in  production  capacity,  we 
are  providing  substantial  rewards  for  our 
shareholders.  We  invite  you  to  learn  more 
about  Freeport-McMoRan  and  how  we  are 
managing  our  success. 

Freeport- 

mcmoran 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  F-1,  P.O.  Box  61 119,  New  Orleans,  LA  70161. 


FACES  BEHIND  THE  FIGURES 


refinance  he'll  call  these  high-coupon 
bonds.  Can  he  keep  the  sheriff  from 
his  door? 

"We  are  talking  to  the  Bank  of  New 
York,"  sa\s  Pearlman.  "But  we  are 
also  looking  at  lots  and  lots  and  lots  of 
options.  Actively."  If  his  bankers 
won't  renegotiate  the  credit  agree- 
ment, Pearlman,  53,  thinks  he  can  sell 
assets  or  raise  new  equity,  maybe  from 
Korea's  Lucky-Goldstar  Group,  now 
a  5%  owner  of  Zenith. 

If  he  can  get  past  this  financial 
hurdle,  Pearlman  has  high  hopes  for 
Zenith's  high-definition  T\'  system. 
The  Federal  Communications  Com- 
mission may  soon  announce  transmis- 
sion standards,  and  Zenith's  could  get 
the  nod.  But  even  if  the  fcc  picks  a 
different  system,  Pearlman  says  he  can 
make  money  on  HDT\^  by  licensing 
technology  and  selling  components 
to  other  manufacturers.  Meanwhile, 
Zenith's  promising  high-resolution 
monitor  for  computers  is  "real  close" 
to  turning  a  profit,  Pearlman  says. 
-Gr.^ham  Button 


Deconstructing 
black  boxes 

Remember  Leland  O'Brien  Rubin- 
stein Associates  Inc..''  The  firm  pio- 
neered portfolio  insurance — the  use 
of  options  and  futures  to  hedge  stock 
and  bond  portfolios.  By  1987  the  firm 
was  managing  over  $2  billion  in  insti- 
tutional portfolios.  Then  the  market 
crashed.  Righth'  or  wrongh',  a  lot  of 
people  blamed  the  crash  on  portfolio 
insurance  and  computer-driven  trad- 
ing programs.  Within  a  year  or  so, 
Leland  O'Brien  Rubinstein's  assets 
under  management  fell  from  $2  bil- 
lion to  S 500  million. 

"That  was  a  \er\'  difficult  time  for 
our  firm,"  says  the  company's  chief 
executive  John  O'Brien.  "But  we  felt 
ultimately  that  demand  for  hedges 
would  persist." 

Demand  did  persist,  and  lor's  as- 
sets under  management  have  inched 
back  to  $800  million.  Now  O'Brien 
says  the  firm  wants  to  cash  in  on  the 
huge  growth  in  trading  derixatixe 
products — ever\'thing  from  puts  and 
calls  on  French  stocks  to  futures  on 
Asian  currencies.  It  hopes  to  do  so  by 
selling  software  to  audit  the  complex 
mathematics  inside  the  black  boxes 
that  drive  Wall  Street's  deri\'ati\'es 


trading  operations. 

O'Brien  says  many  senior  managers 
on  Wall  Street  are  scared  to  death  that 
their  rocket  scientists  and  traders  are 
booking  big  profits  in  derivatives  bv 
taking  risks  that  could  submerge  their 
firms  if  thev  bet  wrong.  For  a  fee  of 
$100,000  to  $500,000,  O'Brien's" 
sofi^\'are  will  exaluate  other  firms' 
portfolios  to  make  sure  the  underly- 
ing assumptions  and  equations  make 
sense.  O'Brien  signed  his  first  client 
for  this  new  service  in  December. 
-Laura  Jereski 

People's  mover 

FoROVERTWO  YEARS  Peter  Lynch,  the 
star  stock  picker  who  until  May  1990 
ran  Fidelity  Investments'  S22  billion 
Magellan  mutual  fi.md,  has  recom- 
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John  O'Brien  of  Leland  O'Bnen  Rubinstein 
Life  after  the  October  1987  crash. 


mended   well-capitalized   thrift: 
bank  stocks.  But  one  of  Lynch's 
performing  thrift:s  is  one   he 
publicly  recommended:  $163  mi 
(assets)    People's    Savings    Bank'' 
Brockton,  a  tiny  thrift  south  of 
ton.  "I  wasn't  comfortable  reo 
mending  it,"  says  Lynch.  "It  was 
small.  It  was  also  a  long  shot." 

People's  has  lost  money  for 
years,  has  $17  million  in  nonperft 
ing  assets  and  bad  real  estate,  andii| 
capital  base  has  been  cut  in  half  Bi 
\vhere  most  people  saw  weak 
Lynch  saw  People's  underl 
strengths.  "Here's  a  company 
after  losing  an  enormous  amou 
money,  still  had  almost  9%  equity 
assets,"  he  savs.  "That's  better 
J. P.  Morgan.'' 

Last    fall    Lvnch    acquired    a 
6%—l  35,000  shares— of  People's^ 
his  own  account.  Average  price: 
share.  As  word  of  his  buying  le 
out  through  his  filings  with  re 
tors,  the  stock  began  to  move.  Re 
price:  4%.  "In  all  honest)',"  says  Pi 
pie's  President  Roger  Kibart, 
stock  has  traveled  on  the  news 
Peter's  acquisition." 

Lynch  says  he  still  likes  Peopi 
even  though  he's  already  doubled 
money  on  the  stock.  "If  you  beli( 
the  economy  in  New  England  is  g 
ting  better,  it's  still  a  good  call,"  1 
insists.  "I  didn't  buy  this  for  a  twi 
month  play." 


Stock  picker  Peter  Lynch 

"I  wasn't  comfortable  recommending  [People's  Savings  Bank]." 
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01993  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc.  Member  SIPC. 


omfort  Defined. 


JDefinea  Jlunds  are  unit  investment  trusts  that  can  kelp  define  comfort. 
h/specially  ij  your  aejinition  includes  money  and  the  time  to  enjoy  it.  These  are 

diversified  portfolios  of  stocks  or  bonds.    You  know  wkat  you're  investing  in 

oejore  you  buy.  Asid you  can  get  started jor  about  ^l,ooo.  Ask  your  jinancial 

professional  Jor  more  injormation.  L/all  1-800-602-2^20,  ext.  iSo. 


Merrill  Lynch  

hearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

ree  prospectus  containing  more  complete  information  on  any  defined  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 
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Compound  Integration 


55 


vTyhe  "compound""  is  tungsten  carbide,  one  of 
the  hardest  of  all  man-made  materials  and  a  critical  material  for  industrial  cutting  tools  and 
wear  resistant  machine  parts,  as  well  as  drilling,  mining  and  construction  tools. 

The  "integration"  is  embodied  in  Fansteel  VRAVesson.  Fansteel  VRAVesson  is  a  genuinely 
unique  resource  in  the  tungsten  carbide  industr)'  because  of  its  totally  integrated  structure. 

Four  operations  -  Plantsville,  CT;  Lexington,  KY;  Latrobe,  PA;  Gulfport,  MS  -  each  with 
distinctive  expertise,  give  Fansteel  VRAVesson  the  ability  to  produce  and  market  tungsten 
carbide  products  for  virtually  any  application,  starting  with  base  compound  powders. 

The  product  quality  begins  with  our  proprietary  formulas  for  powder  blending.  Then,  a 
50  year  data  base  of  leading  edge  engineering  expertise  is  brought  to  bear  on  the  product 
design.  Finally  the  solutions  are  produced  on  the  best  available  equipment,  much  of  it  specially 
designed  to  meet  the  unique  requirements  of  our  broad  customer  base.  That's  why  Fansteel 
VRAVesson  means  "compound  integra- 
tion." And  it  is  just  one  more  reason  it 
will  pay  you  to  know  more  about  us. 


Tungsten  carbide  industrial  cutting  tools,  wear 
resistant  machine  parts,  drilling,  mining  and 
construction  tools . .  .  all  products  of  the  fully 
integrated  capabilities  oj  Fansteel  VR/Wesson 


^« .  '>  ^  '"X-: 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace  and  Weapons  Systems  Components, 

Forcings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 

Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


[Fansteel 

1  Tantalum  Place  •  Nonh  Chicago,  IL  60064 
708-6894900 
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BY  ERIC  S.  HARDY 


ors  have  been  buying  small 
()\|h  stocks.  But  value  stocks  have 
,()  oeen  doing  very  well.  The 
V]  iarra  Value  stock  index  was  up 
).(  (including  dividends)  in  1992, 
in  ired  with  5.1%  for  Barra's 
o'  h  stock  index. 

R  ^inson-Humphrey  market  ana- 
>t  .obert  Robbins  predicts  a  10% 
in  :tion  in  the  equities  markets 
ir  g  1993  and  says  this  is  a  good 
n  o  stress  value — stocks  trading  at 
\\  nultiples  of  earnings  and  book 
li  .  He  likes  ACX  Technologies,  re- 
r  /  spun  off  by  Adolph  Coors.  ACX 
a  s  aluminum  beer  cans,  packag- 
g  laterials  and  ceramics.  At  a  recent 
)§  it  sells  for  less  than  book  value. 
bbins  also  likes  St.  Louis-based 
antile  Bancorp,  which  trades  at 
es  earnings  and  1 .6  times  book 
,  and  yields  about  3%.  For  com- 
n,  the  market  as  a  whole  trades 
)  times  earnings  and  2.4  times 
value. 


pecial  focus 


983,  seven  of  the  ten  most  profitable 
,  coiporations  were  oil  companies.  This 
Uhe  Institutional  Brokers  Estimate  Sys- 
t.xpects  that  only  one  U.S. -based  petro- 
11  company,  Exxon,  will  be  in  the  top 
If  the  analysts  are  correct,  the  most 
titable  firm  in  1993  will  be  Philip  Mor- 
with  $5.8  billion  in  net  income. 


Great  expectations 


Company 
Philip  Morris 

Estimated 
1993  profits 

$5.8bil 

General  Electric 

5.2 

Exxon 

5.0 

AT&T 

4.3 

Merck  &  Co 

2.9 

Bristol-Myers  •■ 

2.5 

Wal-Mart      ' 

2.4 

DuPont 

2.4 

Coca-Cola 

2.3 

GTE 

2.1 

Soorce:  IBES 


The  overall  market 
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The  Barra  All-US  index  as  of  1/21/93: 

Market  value:  $4,366.3  billion 

P/E:26.1 

P/E  minus  negative  EPS:  17.9 
Price/book:  2.4 
Yield;  2.6  % 


Performance 

Last  4  weeks 
Since  12/31/92 


Price      Total  return 

0.3%  0.4% 

0.4  0.5 
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12-month  closeup 

■Barra  index 

■200  day  moving  average 
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'92 
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Closeup  on  the  market 


Index  or  Investment 

Barra  All-US  index 

S&P/Barra  Growth  Index' 

S&P/Barra  Value  index  ^ 

Dow  lones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  futures  Index  "^ 

Gold' 

Yen'(per$US) 

Oil' 


2-week  change 


1.5% 

0.9 

1.4 
-0.5 

1.1 

1.1 

3.3 

2.1 
-0.9 
-0.5 

0.2 
-0.3 
-0.8 


%  change  from 

1  year  ago 

5-year  high 

5.4% 

-0.1% 

5.6 

-2.9 

10.3 

-0.2 

0.8 

-4.7 

4.9 

-1.3 

4.8 

-0.9 

12.5 

0.0 

-2.1 

-3.2 

-13.1 

-29.9 

^.6 

-26.0 

-7.2 

-34.5 

1.1 

-23.9 

0.5 

-54.3 

The  best  and  worst  performing  stocks^ 


Best  * 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993      1 
EPS'     * 

Creative  Technology 

291/2 
143/8 

56% 
47 

$1.16 
NA 

Centorcor 
Damon 

71/2 

-59% 

$-1.91      - 

Anchor  Bancorp 

131/4 

-36 

1.31     ;; 

City  National 

93/4 

47 
47 
43 

0.47 
1.52 
1.86 

IMRS 

Walker  Interactive  Sys 

System  Software 

16 1/2 
133/4 
18 

-34 
-29 
-27 

0.80 
0.71 
1.21 

Peoples  Westchester  SB 
InaCom 

33 
20 

The  best  and  worst  performing  industry  factors^ 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92           1 

Photographic,  optical 
Thrifts 

16.0% 
10.2 

22.3% 
5.6 

Aerospace 
Air  transport 

-5.6% 
-4.3 

-6.9%          i 

-4.0                         f-: 

Real  estate 

7.6 

3.0 

Tire  &  rubber 
Aluminum 

-4.2 
-3.7 

-3.5 
-4.7 

Trucking 

6.1 

7.3 
2.5 

Electric  utilities 

5.1 

International  oil 

-2.5 

-2.9 

•i-  Data  for  period  ending  1/21/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  wtiicti  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 
^EITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average  earnings 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^  A  dollar-denominated  capitalization-weighted  index  of 
''  tnan  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures. '  Knight-Ridder  Financial  Information, 
jring  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  *  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 
I  growth  characteristics.  H/lulti-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  STEVEN  RAMOS 


S&P  500  P/E*  vs.  Aaa  bondst 


Aaa  bonds 


'87     '88     '89      '90     '91      '92     '93 

*S&P  500  P/E  IS  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tActual  and  projected  price-to-coupon 
ratio  for  Moody's  Aaa  corporate  bond  index. 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


"  5 


c 


1.00 


0.80 


0.60 


0.40 


0.20 


0.00 

F   ivi   h   ;■;.   J    . 

1992 


O       U        :N       U        J 

1993 


Forecasting  the  S&P  500 


%  change 


Expected  J 


Estimated 
Year         P/E 

current           year-to-y«fl 
vs.  3  months  ago      EPS  growH 

1992        18.7' 

-4%                12%'  1 

1993        15.0 

-5                   25       1 

1994        12.6 

0                  19       1 

1993  estimates  for  IBES  industry  groups            ^ 

Rising  estimates  Falling  estimates 

semiconductors      ^  airlines 

home  building     J^^  computers 

health  care-misc  [ '  paper  containers 

toys  aluminum 

department  stores  steel 
m 


The  analysts  had  their  rose-colored  glasses  on  again  last 
year.  A  year  ago  consensus  earnings  forecasts  put  the  1992 
earnings  of  Standard  &  Poor's  500  index  at  S28.  Now  it 
looks  as  if  the  S&P  will  turn  in  a  net  of  just  over  $23  before 
nonrecurring  charges,  and  about  S22  after. 

Still,  the  analysts  might  be  useftil  in  showing  the  trend,  if 
not  the  magnitude,  of  earnings.  Consider  the  revisions 
index  put  out  by  the  Institutional  Brokers  Estimate  Sys- 
tem. This  is  the  ratio  of  earnings  estimate  increases  to 
estimate  decreases  on  S&P  500  member  companies.  Not 


surprisingly,  the  ratio  is  well  below  1.0 — that  is,  anal) 
are  constantly  backtracking. 

Nonetheless,   here's   an   encouraging   sign:   For 
twelfth  consecutive  month,  the  revisions  index  is  hij 
than  it  was  during  the  same  month  a  year  earlier, 
instance,  in  Januar\'  this  index  stood  at  0.45,  up  from 
in  Januar^^  1992. 

The  analysts  are  now  saying  the  s&P  500  will  earn 
this  year,  up  25%  from  1992.  Don't  bet  on  it,  but  a  m^ 
modest  gain  ma)'  well  be  in  the  cards. 


Wlio's  liot 


Greatest  Increase  in  estimates  over  the  past  three  months 

Company/industry 

Biogen/biotechnology 

DSC  Comm/telecom  equip 

Chrysler/automobiles 

Roosevelt  FinI  Group/savings  &  loan     2.92 

SynOptics  Comm/computer  equip 


1992' 
EPS 

recent 

-1993  estimate — 
3-month  change 

P/E 

3-month 
price  change 

Reason 

$0.98 

$0.91 

72% 

49 

24% 

Higher  royalty  payments 

0.20 

0.78 

56 

29 

79 

Increased  sales 

1.41 

3.24 

38 

11 

49 

Strong  demand  for  new  models 

2.92 

3.59 

27 

8 

45 

Attractive  acquisitions 

1.97 

3.06 

26 

27 

53 

Higher  sales  of  networking  products 

Who's  not 


Greatest  decrease  in  estimates  over  the  past  three  months 


1992' 

Company/industry  EPS 

Inco  Ltd/nickel  &  copper  $-0.12 

Storage  Technology/computer  equip     0.61 
IBM/computers  2.49 

Telxon/hand-held  computers  0.02 

Borland  Intl/software  0.09 


- 1993  estimate - 


3-month 
recent     3-month  change    P/E    price  change    Reason 


-37 


Oversupply  of  nickel 

Weak  sales,  delays  in  new  products 

Decline  in  mainframe  demand,  pricing  pressures 

Increased  product  development  costs 

Disappointing  sales  of  new  programs 


Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  'Estimate.  Earnings  projections  are  Wall  Street  consensus  estimates  data  from  3,000  seci 
analysts  compiled  by  the  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  Inc.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors.  NA:  Not  available 
applicable. 
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m  Totally  Elegant 


don't  make  a  lot  of  the  products  you  buy. 
make  a  lot  of  the  products  you  buy  better. 

rom  the  most  beautiful  clothing  on  earth  to  the       BASF  energy  products  help  support  crude  oil 
3hest  discoveries  beneath  it,  BASF  is  helping  to      production  by  preventing  corrosion  and  enabling 
)ake  it  happen.  drilling  to  depths  as  great  as  three  miles. 

)ur  textile  fibers  make  fabrics  softer  and  more         For  a  free  booklet  describing  what  BASF  is  into 
lanageable.  They  make  whiter  whites  and  more    these  days  call  1-800-669-2273.  We  help  make  the 
olorful  colors.  products  you  buy  better  in  some  beautiful  ways. 


;  1992  BASF  Corporation. 


BASF 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAJ 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucaia,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none" 
of  life's  pressures. 

Laucaia  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucaia  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flig 

Find  out  more  about  this. 
J  paradise  in  the  Fijis  and  ourj 
Special  Island  Exclusive 
Laucaia,  owned  and  operate 
by  Forbes  Magazine.  For 
more  information  write  t* 
Errol  Ryland,  Manager,  1  L 
Box  149,  Fort  Garland,  C( 
81133,  orcaU  l-800^FORBESl 
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MONEY  &  INVESTMENTS 


3le  who  say  there  aren't  many  cheap  stocks 
f  iren't  looking  very  hard. 

Icres  and  acres 


bargains 


ALL  THE  TALK  about  this  being  a 
-priced  stock  market,  I  find  more 
p  stocks  out  there  than  I  can 
e  a  stick  at. 

egular  readers  know  I  have  been 

bid  long- term  bull  for  the  last  27 

iths.     I     still     am.     Furthering 

2's  trend,  I  expect  the  best  part 

he  market  will  continue  to  be 

Her,  cheap  stocks  of  firms  that  are 

amentally  strong  in  their  under- 

g  business.  Hard  to  find.'' 

here  isn't  space  here  to  detail 

the    good,    small    stocks    that 

k  darned  cheap  to  me.  So  many 

:,  ranking  them  alphabetically,  I 

out  of  space  even  before  I  get  to 

Starting  with  A: 

The  market  values  computer  giant 

■idahliS)  at  rrrerely  $875  million. 

e  years  ago.^  Value:  $2.5  billion. 

had  $1.8  billion  in  annual  sales 

n.    Now?    Sales:    $2.8    billion. 

s,  the  company  has  hit  some  snags 

ely,     like     almost     everyone     in 

mputing,  but  I  think  it  can  earn 

50   million   in   a  few  years   and 

ep  growing.  It's  a  strong  firm. 

At  38%  of  trailing  revenue  and  65% 

book  value,  Amdahl   is   darned 

;eap.  More  so  as  you  note  that  its 

►lance  sheet  looks  like  a  rock.  Its 

krbesBFebruary  15,  1993 


depreciation  is  so  large  relative  to 
long-term  debt  that  if  it  chose  to,  it 
could  use  this  source  of  cash  flow  to 
pay  off  all  its  debt  in  just  nine  months. 
Most  firms  would  need  at  least  five 
years  to  do  this. 

Amax  (18)  was  well  regarded  12 
years  ago  at  65 — or  $4  billion  for  the 
whole  natural  resources  firm.  Now, 
down  75%,  its  total  price  tag  is  $1.5 
billion,  but  it's  still  a  fine  company.  At 
the  current  depressed  price,  it  is  a 
cheap  stock  today  at  just  42%  of  reve- 
nue and  72%  of  book  value. 

American  Maize-Products  (23)  is 
likely  to  be  taken  over  before  long — 
if  not  by  its  peer.  Archer  Daniels 
Midland  (27),  which  seems  likely, 
then  by  someone  else.  At  25%  of 
sales,  a  P/E  of  10,  and  85%  of  book 
value,  American  Maize  shares  should 
do  well  whether  taken  over  or  not. 

Ameron  (34),  a  leader  in  concrete 
water  and  sewage  pipe,  has  had 
tough  ^imes  lately  with  the  economy 
and  the  budget  woes  of  local  gov- 
ernments. It  should  see  pickup  in 
demand  ahead,  and  increases  in  its 
currently  modest  foreign  sales.  Sell- 
ing well  below  its  1988-90  peak 
prices,  at  14  times  earnings,  30%  of 
revenue,  90%  of  book  value,  and 
with  a  4%  dividend  yield,  it  could 
well  hit  50  by  1995. 

I  cited  Black  &  Decker  (17)  two 
years  back  (June  10,  1991)  at  12.  It 
broke  through  26  and  has  now  given 
much  of  that  back,  retreating  from  the 
big-cap  world  again.  But  32%)  of  reve- 
nue, 1 . 1  times  book  value  and  9  times 
what  I  think  it  can  earn  in  1994  is 
simply  too  cheap  for  a  truly  great 
consumer  products  franchise.  Expect 
a  100%  rise  by  1995. 

I'm  not  politically  correct,  because 
I  love  the  logging  industr)',  having 
studied    at    forestry    school    before 


switching  to  economics.  I  love  the 
woods,  the  smell,  the  sound,  the  thud 
and  the  feel  of  a  big  tree  felling.  And  I 
love  Blount  (14)  and  its  role  as  per- 
haps the  world  leader  in  commercial 
logging  products.  Its  $169  million 
total  price  tag  is  too  low  for  its  logging 
line;  but  you  get  its  sporting  equip- 
ment and  construction  lines,  too — 
$700  million  in  sales  all  told.  I  think 
by  1995  Blount  could  earn  $20  mil- 
lion and  the  stock  be  at  30.  It  was  at 
20  a  decade  ago. 

CDi  (9)  leads  in  two  areas  that 
should  be  hot  in  the  years  ahead.  Its 
temporary  employment  services  will 
hum — from  the  economic  upturn — 
and  from  tax  incentives  to  hire  long- 
term  "temps"  instead  of  "perma- 
nent" help.  In  a  cost-conscious 
world,  contingency-fee  executive 
search  (CDI  is  the  biggest)  will  gain 
share  from  the  "retainer"  side  of  the 
industry.  Valued  at  $175  million, 
CDI  sells  at  20%  of  sales,  1.6  times 
book  value  and  II  times  what  I 
think  it  can  earn  next  year.  Hold 
out  for  15. 

If  you  want  1 5  stocks  to  put  away 
and  not  worry  about,  don't  own  Com- 
disco (14).  But  if  you  own  75  stocks 
and  watch  them  closely,  this  comput- 
er leasing  firm  is  a  good  risk,  despite 
the  debt  inherent  in  leasing.  At  27%  of 
sales,  8  times  earnings,  95%  of  book 
value  and  with  potential  for  fat  profit 
margins,  Comdisco  should  hit  the 
high  20s  by  1995. 

Commercial  Metals  (27).  Times 
have  been  tough  for  the  metal  indus- 
try, and  with  over  50  plants  this  firm 
has  had  more  than  its  share  of  the 
troubles.  But  at  23%  of  sales,  one- 
third  over  book  value,  and  10  times 
its  basic  earning  power,  the  stock 
looks  cheap. 

Property  and  casualt)^  insurers  are 
becoming  too  cheap.  An  example.'' 

Continental  Corp.  (27).  At  29%  of 
revenue,  75%  of  book  value  and  with 
a  4%  yield,  it's  at  less  than  10  times 
what  it  used  to  earn  in  the  casualty 
cycle's  last  upleg.  The  stock  is  half 
its  1986  price  and  below  where  it 
was  ten  years  ago.  The  company  is 
well  run,  and  the  stock  could  easily 
hit  50  by  1996. 

No  cheap  stocks  left  out  there? 
What  do  you  call  these?  All  from  A 
through  C.  There  are  about  100  more 
between  D  and  Z.  Out  of  space.    ■■ 
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This  letter  writer's  promoters  ask  whether  he  has  the 
highest  IQ  on  Wall  Street.  If  he  does,  this  just  proves  that 
intelligence  has  nothing  to  do  with  telling  the  truth. 

Leeb's  faiiy  tale 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  Ttie  Hulbert  Guide  to  Financial 
Newsletters  {Dearborn  Financial  Publishing). 


I  HAVE  RECEIVED  an  enormous 
amount  of  mail  recently  about  adver- 
tising claims  made  by  Stephen  Leeb. 
He's  a  big  deal  in  the  advisor}'- letter 
business.  He  grinds  out  two  separate 
investment  letters,  JTye  Bi^  Picture 
and  Personal  Finance,  with  a  com- 
bined circulation  of  several  hundred 
thousand.  He  also  manages  the  Leeb 
Personal  Finance  Fund. 

Leeb  is  no  shrinking  violet.  In  one 
promotional  piece  he  claims  to  have 
turned  $10,000  into  more  than  $39 
million  between  1980  and  1991— 
equivalent  to  a  390,900%  gain,  or 
99%  per  year  compounded.  In  anoth- 
er, beside  a  blown-up  photo  of  Leeb, 
his  publisher  asks  whether  he  has  "the 
highest  IQ  on  Wall  Street."  Wow! 

Actually,  Leeb  hasn't  done  too 
badly  by  his  clients,  but  his  claims  are 
outrageously  exaggerated. 

Leeb's  advertising  includes  a  table 
that  supposedly  reports  the  actual 
dates  of  his  buy-and-sell  signals  and 
insists  that  his  claim  "is  a  public  rec- 
ord— with  real  numbers."  The  pub- 
lishers of  Leeb's  investment  letters 
have  announced  they  would  award 
$10,000  to  the  first  person  who  can 
"make  us  aware  of  anyone  beside 
Stephen  Leeb  who  has  multiplied  any 
portfolio,  real  or  paper,  more  than 
390,900%  bet^veen  Jan.  1,  1980  and 


today,  using  any  technique,  but  an- 
nouncing the  required  advice  in  ad- 
vance in  a  scheduled  publication." 

The  publisher's  $10,000  is  safe. 
Not  even  Warren  Buffett  has  come 
close  to  390,900%  in  that  decade.  But 
neither  has  Stephen  Leeb. 

The  Hulbert  Financial  Digest  calls 
Leeb's  weekly  telephone  hot  line  up- 
dates— and  tapes  and  transcribes 
them.  So  we  hax'e  a  clear  record  of 
Leeb's  calls.  The  record  reveals  that 
Leeb's  claimed  accomplishment  is  an 
after-the-fact  reconstruction  using 
the  benefit  of  hindsight. 

For  example,  Leeb's  advertising  ex- 
plains that  his  phenomenal  return  was 
calculated  assuming  that  an  investor 
in  the  futures  market  went  500%  long 
during  each  of  his  buy  signals.  (That 
is,  using  leverage  to  control  $5  of 
stock  for  each  $1  in  the  investor's 
portfolio.)  But  since  1987,  when  he 
started  writing  The  Bipi  Picture,  he  has 
never  recommended  being  500% 
long  during  any  of  the  buy  periods 
identified  by  his  advertising.  In  fact, 
his  average  recommended  exposure 
during  these  periods  was  less  than 
150% — or  less  than  one-third  of  what 
his  advertising  must  assume  in  order 
to  claim  Leeb  turned  $10,000  into 
more  than  $39  million. 

Not  only  did  Leeb  nex'cr  recom- 
mend a  500%  position  during  the 
periods  of  his  buy  signals,  but  not  all 
of  those  periods  were  identified  by 
him  as  buy  signals  at  the  time.  During 
some  of  the  weeks  that  his  advertising 
says  he  was  strongly  bullish,  for  exam- 
ple, Leeb  actually  was  on  a  sell  signal. 
During  others,  his  model  was  "dead 
neutral" — to -quote  his  own  tele- 
phone hot  line  messages. 

By  rewriting  his  record  after  the  fact 
Leeb  tarnishes  what  is  otherwise  a 
creditable  record.  Leeb's  "Short- 
Term  Trading  Portfolio" — the  one 
that  supposedly  turned  $10,000  into 
more    than    $39    million    oxer    12 
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years — gained     a    ver\'     respect; 
160%  over  the  last  five  years 
makes  it  one  of  the  select  few  port 
lios  that  beat  the  Wilshire  5000's  t< 
return  of  105%. 

Why  would  Leeb's  publishers 
compelled  to  exaggerate  a  record  t 
is  this  good-*  The  answer,  accordinj 
many    other    advertisers:    Inxest 
aren't  all  that  excited  by  what  is  rea 
tically  attainable.  Leeb's  five-year 
turn  of  160%  equates  to  "just"  21 
year,  for  example.  Such  advertisers! 
they  can't  compete  with  others  \w 
are  lying  or  exaggerating  if  they  hq 
estly  reported  gains  like  that. 

This   self-serving   argument   d 
not  justify'  lying  to  investors.  It  i 
naked  appeal  to  gullibility  and  gre^ 
Long-term  performances  above  21 
per  year  compounded  are  exceeding 
rare.  The  top-performing  inx'estm^ 
letter    since     1980    among    the 
tracked  by  the  H¥D — Dan  Sullivai 
The  Chartist — achieved  just  a  19.^ 
compound  rate  of  return.  The  t( 
performing  equity  mutual  fund  o 
the  last  decade — cgm  Capital  Devi 
opment — produced  a  20.5%  anni, 
rate  of  return.  This  is  what  the  vcf-i 
best  did  in  one  of  the  most  bullj  JL)C 
decades    in    history.    It    is    fantr 
to  hope  for  anything  significan 
aboxe  this. 

In  any  case,  however,  I'm  baffl 
by  why  advertisers  consider  it  ditf  ic 
to  sell  a  compounded  rate  of  retu 
of  20%  to  25%.  Such  returns  arc  mc 
than  sufficient  to  turn  even  mod' 
sums  into  substantial  fortunes.  Clo; 
pounded  at  20%,  for  examp 
$10,000  becomes  $60,000  in 
years  and  approaches  $400,000  af 
20  years.  Any  advertiser  worthy  oft 
name  ought  to  be  able  to  make  tl 
ver\'  attractive  indeed. 

The  bottom  line.'  Ignore  ad\en 
ing  that  makes  extravagant  clair 
Check  the  actual  record;  it  will  oft 
tell  a  quite  different  stoiy.  I| 
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ARE  YOU 

MISCLASSIFYING  YOUR 

1099  INDEPENDENT 

CONTRACTORS? 


It's  Your  Company's  Responsibility  To  Prove  That 
Your  1099  Contractors  Are  Truly  "Independent!" 


hese  are  just  three  of  20  questions*  which  may  help  to  determine  if  you  are  erroneously 
eating  former,  retired  or  special  project  employees  as  Independent  Contractors: 

J  Is  your  company  the  sole  or  major  source  of  income  for  the  individual? 

J  Does  the  consultant  provide  the  same  or  similar  services  as  your  own  employees? 

J  Do  you  instruct  the  person  as  to  when,  where  and  how  work  is  performed? 

•AYROLL  OPTIONS  UNLIMITED "    HAS  THE  CONFIDENTIAL  SOLUTION! 

'ayroll  Options  Unlimited  is  a  unique  confidential  service  that  allows  your  1099  wage  earners 
D  continue  providing  services  to  your  company  without  risk  ...  on  our  payroll! 
;all  today  fpr  a  completely  confidential  discussion  about  our  program.  Be  sure  to  ask  our 
jiducation  Department  for  a  free  "Independent  Contractor  1099  Status  Test*." 


CALL:  ANDREW  SCHULTZ 

800-966-6654 

f  I  Payroll  Options 
Unlimited" 


335  Jericho  Turnpike,  New  Hyde  Park,  N.V.  11 040 

his  is  not  a  conclusive  list  of  the  criteria  used  by  taxing  authorities.  It  is  our  recommendation 
It  you  consult  your  legal  or  tax  professionals  to  avoid  misclassification. 


PAYROLL  OPTIONS  UNLIMITED  ,  INC. 

1335  Jericho  Turnpike,  Suite  4  ■  New  Hyde  Park,  N.Y.  1 1040  Phone  800-966-6654 

O  Please  send  more  information  on  Payroll  Options  Unlimited, 
a  Please  call  me,  confidentially. 


Name 

Company- 
Address  — 

City 

Phone 


-Title 


State  - 


{ 


-Zip. 
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MONEY  &  INVESTMENTS 


At  GM,  Sears  and  American  Express,  investor  unhappiness 
has  at  last  been  translated  into  management  changes. 
These  will  not  be  the  last. 

Huirah  for  October  15 


ii 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners. 
a  hedge  fund. 


If  the  history  of  the  x\merican 
shareholder  is  ever  written,  Oct.  15, 
1992  is  a  da\  that  \\ ill  li\e  gloriously 
in  the  hearts  and  minds  of  sharehold- 
ers e\er\^\here.  By  changing  proxy 
solicitation  rules  and  by  changing  dis- 
closure requirements  for  executive 
compensation,  the  Securities  &  Ex- 
change Commission  on  that  date 
ushered  in  a  new  era  of  shareholder 
actixism,  the  implications  ofwhich  are 
bullish  for  the  long  term. 

The  last  spate  of  shareholder  acti\- 
ism  ended  badly.  During  the  years 
1986-89,  big  shareholders  routinely 
and  successfully  demanded  that  man- 
agements of  companies  in  which  they 
held  stock  act  to  "maximize  share- 
holder values."  That,  of  course,  was 
code  for  selling  our  or  leveraging  up 
their  balance  sheets  in  order  to  pay  up 
for  their  o\\  n  shares.  Risk  arbitragers 
and  junk  bond  dealers  did  well  for  a 
time,  but  it  is  hard  to  see  how  much 
good  came  of  the  era. 

To  paraphrase  Delaware  corpora- 
tion law,  as  a  matter  of  law,  the  duty 
to  manage  a  corporation  resides  in  its 
board  of  directors.  What  happens 
when  directors  fail  to  earn,'  out  their 
duty  effectively.'  Until  the  changes 
that  took  place  in  October,  most 
managements  and  most  boards  of  di- 
rectors took  the   attitude,   'if  \()u 


don't  like  the  way  we  nm  the  compa- 
ny, sell  your  stock." 

A  disgruntled  shareholder  was  left 
with  r\\o  other  unappealing  options. 
He  or  she  could  sue  for  fraud,  waste, 
mismanagement,  etc. — all  of  which 
are  expensive  to  litigate  and  difficult 
to  prove.  Or  the  disgruntled  share- 
holder could  propose  an  alternati\e 
slate  of  directors  and  mount  an  allout 
proxy  fight.  This  alternati\e  is  e\en 
more  expensixe  than  litigation  and 
the  range  of  possible  outcomes  is  even 
more  complex. 

At  the  risk  of  oversimplif\'ing,  big 
and  small  shareholders  may  now 
communicate  freely  with  each  other 
without  fear  of  breaking  proxy  solici- 
tation rules,  disclosure  rules  and  w  ho 
knows  what  other  rules,  thereby  cre- 
ating a  litigation  and  regulator)' 
quagmire.  Warning:  Before  instigat- 
ing a  grassroots  shareholder  move- 
ment of  your  own,  you  should  check 
out  your  plans  with  a  competent 
securities  lawyer. 

The  impetus  for  changing  the 
rules  largely  came  from  huge  quasi- 
indexed  public  pension  funds,  which 
really  can't  sell  big  positions,  even 
if  they  want  to.  After  all,  they  are 
indexed.  They  are  "stuckholders." 
Since  they  can't  sell,  what  they 
want  is  effectixe  management  and 
executive  compensation  that  relates 
to  executive  performance.  Among 
public  pension  funds  seeking  rule 
changes,  Calpers  (California  Public 
Employee  Retirement  System)  has 
been  the  noisiest. 

Thus  if  you  are  a  "stuckholder," 
you  can  agitate  for  change  much  more 
effectively  than  before.  Further,  in 
proxy  materials  that  will  shortly  be 
mailed  for  companies  whose  fiscal 
\ears  just  ended,  management  must 
fully  disclose  its  total  compensation 
and  relate  its  compensation  to  perfor- 
mance. Proxy  materials,  for  example. 
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must  include  a  graph  of  the  com' 
ny's  financial  performance  over 
preceding  five-year  period  as  it  rel 
to  executive  compensation.  Furthi 
the  company  must  relate  its  compel 
sation  to  comparable  companici 
There  are  far  too  many  companidj 
whose  revenues  and  earnings  havt 
gone  nowhere,  while  the  pay  of  thei 
executives  has  gone  through  the  rooi 

Outside  directors,  rather  than  serv 
ing  as  yes-persons  for  the  strong  exec 
utixes  xvho  hired  them,  are  going  ti 
have  to  be  far  more  diligent.  In  faci 
manx'  outside  directors  haxe  startei 
retaining  outside  counsel  in  order  tt 
brief  themselxes  on  their  obligation 
and  responsibilities.  Increasingly,  d 
rectors  xxho  don't  oxvn  matci 
amounts  of  stock  and  xxho  routin 
collect  large  directors'  fees  for  li 
w  ork  are  going  to  be  sent  packing 

General  Motors  is  an  example 
xxhich  the  board  has  belatedly  bo 
come  actixely  involved  in  doing  it 
duty.  Other  prominent  examples  ar^ 
American  Express  and  Sears.  Bette 
late  than  never. 

Does  this  nexx-  activism  threaten 
management's  abilitx'  to  manage.'  Nc 
at  all.  It  is  reasonable  to  expect 
management  to  clearly  communica 
its  business  and  financial  strategies  t 
its  oxx  ners.  It  is  reasonable  to  expect 
management  to  invest  its  discretio 
an'  cash  floxxs  profitably.  It  is  reaso 
able  to  expect  a  management  to  elimi 
natc  fat  and  extraxagant  perks.  It  )| 
reasonable  to  relate  compensation  t 
performance.  If  a  company  is  n 
doing  what  is  reasonable,  its  share 
holders  x\  ill  noxx'  legally  be  able  to  g 
together  in  order  to  forcefully  instruil 
their  directors. 

A  brief  list  of  big  companies  xxho: 
shareholder  grumbles  max'  increa: 
would    include    American    Bran 
(37),  Emca  rcb  ( 1 4 ) ,  W.  R .  Gra cc  ( 381 
and  McGraw-Hill {(^Q). 
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Lanl . . .  what  else  can  give  you  so  mtich  iileasure  now  and  for  years  to  come? 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fvm. 

Jt's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  tne 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sud- 
stantial  heritage  in  America  the 
beautiful.  ■ 

For  complete  information, 
without  obligation,  call  719/379 
3263  or  write  to:  Errol  Rylan:' 
Manager,  Forbes  Wagon  Ck  cK 
Ranch,  P.O.  Box  303    1ViK8 
Ft.  Garland,  CO  81 133. 
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ibtain  the  Propeny  Report  required  by  Federal  iaw  and  read  It  before  signing  anything.  No  Federal  agency  has 
idged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offenng 
alement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  no!  constitute  approval 
I  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
pen  the  merits  of  such  offenng   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cnsio 
anches,  NYA86- 1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
)  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  ments  or  value.  Obtain  the  New  Jersey  Public 
iitering  Statement  and  read  it  before  signing  anything.  NJA  #60686004  CO  Florida  AD  20537 
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MONEY  a  INVESTMENTS 


A  frank  self-appraisal  of  where  I  went  wrong  and 
where  I  went  right  in  the  year  just  past. 

Scoreboaird 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight. 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Reviewing  my  recommendations  for 
last  year,  I've  got  to  own  up  to  a  few 
miscalls.  My  June  22  column  said  that 
small  companies  have  outperformed 
their  larger  brethren  only  when  high 
inflation  and  low  productivity  growth 
robbed  big-company  earnings.  These 
conditions  don't  prevail  now,  so  I 
doubted  that  small  stocks  would  con- 
tinue to  outperform. 

Nevertheless,  small  stocks  are  up 
sharply.  Since  I  wrote  that  column, 
the  Russell  2000  index  of  small  stocks 
has  jumped  22%,  while  the  big-cap 
S&P  500  has  gained  only  8%. 

Here's  where  I  went  wrong:  Small 
firms  tend  to  sell  domestically,  and  are 
not  subject  to  the  negative  effects  of 
recession  abroad  and  the  strengthen- 
ing dollar  that  are  plaguing  big  inter- 
nationals. I  foresaw  a  strong  dollar 
and  global  recession,  but  missed  the 
connection  between  that  and  big/ 
small  company  relative  performance. 

I  also  erred  in  my  Aug.  3  column 
putting  down  auto  stocks.  As  I  pre- 
dicted, car  sales  have  remained  weak, 
what  with  the  vehicles  of  the  late 
1980s  still  too  young  to  junk,  and 
with  debt-wear}'  consumers  not  will- 
ing to  incur  more  auto  debt.  But 
Chr)'sler  has  doubled.  I'm  a  long- 
term  bull  on  American  business  re- 
structuring      but       underestimated 


Chr\'sler  management's  success  at 
cutting  costs  and  bringing  out  new 
products.  GM  is  down  10%  from  then, 
but  even  the  staid  auto  giant  is  shed- 
ding costs  afiier  the  boardroom  coup 
threw  out  the  old  management. 

I  was,  in  part,  early  in  recommend- 
ing short-  and  long-term  German 
debt  instruments  in  my  Nov.  9  col- 
umn. The  German  economy  is  declin- 
ing, but  I  leaped  ahead  to  foresee 
monetan'  ease  and  didn't  figure  on 
the  intransigence  of  the  Bundesbank. 
Short-term  German  rates  haven't  fall- 
en. At  the  same  time,  German  bond 
prices  have  risen  almost  2%. 

In  general,  however,  my  1992 
prognostications  came  out  well.  My 
"recessionist's  portfolio,"  intro- 
duced in  my  Sept.  18,  1989  column 
and  updated  in  mv  Nov.  11, 1991  and 
Nov.  9,  1992  columns,  rose  15.5% 
through  year-end,  while  the  S&P  500 
gained  only  4.5%. 

Specific  elements  of  this  portfolio 
did  nicely  in  1992,  e\en  after  I  wrote 
about  them.  My  Sept.  14  column 
recommended  the  dollar,  the  tradi- 
tional safe  haven  in  a  sea  of  global 
economic  and  political  troubles.  Dol- 
lar index  futures  have  climbed  17% 
since  I  wrote.  My  Apr.  27  column 
reiterated  my  long-held  belief  that 
Japan  in  the  1990s  has  restructuring 
problems  that  rival  those  of  the  U.S. 
in  the  1930s.  The  Nikkei  put  warrants 
I  plugged  then  are  up  22%  to  date. 

My  Jan.  20,  1992  column  recom- 
mending long-term  U.S.  bonds  came 
out  well.  Since  then,  long-term  Trca- 
suiy  holders  have  enjoyed  a  7.75% 
yield,  plus  5.5%  appreciation — not 
bad  for  a  risk-free  investment. 

Beyond  my  "recessionist's  portfo- 
lio," other  1992  investment  sugges- 
tions have  been  fruitful.  My  Mar.  30 
recommendation  that  renting  would 
be  better  than  buying  vacation  con- 
dos  was  on  target.  Single-family 
houses  are  just  abodes  and  no  longer 
surefire  investments  as  well,  my  Nov. 


23  column  advised.  Many  now^B' 
as   they   rush    to   refinance    3(MCl3l5 
mortgages  with   15 -year  mati^J«io[ 
thereby  reducing  their  financial  ^^ 
age  much  faster. 

My  Oct.  12  column  warned  a 
accepting  the  word  of  a  coi 
chieftain  when  he  announces 
big  restructuring  writeoff"  woul 
the  slate  clean.  The  first  restructuri; 
N\Titeoft'  is  seldom  the  last,  1  said 
cited  IBM.  Enough  said. 

My  May  25  column  emphai 
the  shift  in  national  emphasis 
presemng  life  at  any  cost  to  me 
cost  control.  Since  then  the  me 
shorts  I  suggested  ha\'e  fallen 
while  the  stocks  I  recommended 
risen  23%.  "Productivit)'  is  the  b 
word  of  the   1990s,"  my  Jun 
column  said;  the  high-tech  prodm 
it}'  enhancers  listed  there  are  up  Is 

Increasingly  protectionist  tfij 
blocs  and  the  strong  dollar  will  H 
multinationals,  my  Dec.  21  coluj 
warned,  but  NAFTA  makes  Mexii 
in\'estments  exciting.  I  recommenlj 
Telefonos  de  Mexico,  up  5%  sffl 
then,  and  Mexico  Fund,  up  13%,  | 
eluding  a  special  dividend.  Not  [ 
for  one  month's  work. 

M\'  1992  record,  then,  was  gc 
on  balance  but  not  perfect.  I'm  lea 
ing  from  that  experience  and  h( 
vou  can  too.  For  1993  1  see  mort 


the  same  in  the  U.S.  with  a  stop 


economy  that  keeps  inflation  low  j 
bond  prices  rising.  The  zeal  for  p 
ducti\'it>'  will,  if  anything,  grow.  Gl '[  . 
ton  will  add  to  the  pressure  for  imj 
cal  cost  control.  The  postwar  hous 
boom  is  over,  and  the  recent  runu} 
lumber  prices  has  gi\  en  us  the  cha 
to  short  lumber  futures  in  portfo 
we  manage. 

F^lscwhere,   Mexico   continues 
look  bright,  but  the  deepening  re* 
sion  in  Hurope  means  that  the'sui 
investment  winner  for  1993  is  a  sh 
decline    in    short-term    rates    th<^ 
Hedge    your    positions    against 
strengthening  dollar,  however.  I 
pan,  man\'  hope  that  ongoing  gov 
ment  stock  purchases  and  cnthusi 
over  the  Crown  Prince's  wedding 
saxe  the  dav.  Grasping  at  straws!  ' 
Nikkei  ma\'  well  drop\50%,  to  8{)( 

Above  all,  in  1993  remember  t 
Markets  can  remain  irrational  a 
longer  than  you  and  I  can  rcn 
soKent. 
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MONEY  &  INVESTMENTS 


tf  their  well-publicized  problems,  a  group  of 
cial  stocks  sell  at  a  sharp  discount 
'3  market.  There  are  good  buys  in  this  group. 

omaroiuid  time 


bmon  Jr.  is  chairman  and  chief  executive 

ion  Brothers  Asset 

ment  Inc.  and  portfolio  manager  of 

1  Brothers  Capital  Fund  Inc. 

:h  assistant:  Caroline  Davenport. 


FINANCIAL  service  stocks  sell  at 
)  that  appear  quite  reasonable  in 
,of  these  firms'  earnings  pros- 
and  the  valuation  level  of  the 
11  market.  I  recommend  a  group 
ancial  stocks  that  sell  at  an  aver- 
33%  discount  to  the  s&r  500, 
on  estimated  results  for  1993. 
e  news  of  mergers  and  layoffs 
ig  financial  companies  has  be- 
j  commonplace  and  the  painful 
iptions  associated  with  this  con- 
ation process  have  been  felt  in 
\'  parts  of  the  country.  This  par- 
ar  cloud  does  have  a  silver  lining, 
ever.  As  operations  are  stream - 
1   and   made    more    productive, 
it  prospects  are  enhanced, 
le  interest  rate  picture  also  ap- 
•s  to  provide  a  favorable  backdrop 
investing  in  financials.  Today's 
lexel  of  rates  will  not  last  once  the 
nomy   picks   up   speed,   but   in- 
ises  in  rates  are  likely  to  be  re- 
ined by  subdued  inflation.  Recent 
inward  pressure  on  oil  and  gold 
es  provides  confirmation  of  a  low- 
ation  environment  that  is  likely  to 
sist  for  some  time. 
^  cyclical  pickup  in  the  economy 
'  benefits  as  well   as  drawbacks, 
lile   it   may   boost   interest   rates 
newhat,  stronger  growth  in  the 


individual  and  corporate  sectors  will 
translate  into  higher  demand  for 
products  and  services.  In  addition,  a 
pickup  in  growth  ameliorates  credit- 
qualit)'  problems. 

Our  recommendations  in  the  fi- 
nancial services  sector  fall  into  three 
groups:  insurance  companies,  banks 
and  thrifts,  and  broad-based  services. 

In  the  aftermath  of  last  year's  disas- 
ters, pricing  in  the  insurance  business 
is  finally  beginning  to  firm.  Even  with- 
out a  pickup  in  inflation,  this  industry 
looks  as  though  it  will  have  some 
pricing  flexibility  over  the  next  few 
years.  Our  recommendations  in  this 
group — W.R.  Berkley  (43),  Horace 
Mann  (27)  and  Inte^on  (30) — are  all 
special t)'  insurers. 

W.R.  Berkley's  management  seeks 
to  offset  the  vagaries  of  the  underwrit- 
ing cycle  by  balancing  its  regional 
insurance  and  insurance  services, 
which  tend  to  be  somewhat  stable, 
with  specialty  operations  that  are 
more  cyclically  sensitive  but  are  also 
potentially  more  profitable.  The  stock 
sells  at^l4.1  times  estimated  1993 
earnings  of  $3.05  per  share.  Berkley 
could  earn  as  much  as  $7  to  $8  at  the 
peak  of  this  underwriting  cycle. 

Horace  Mann  provides  teachers 
with  automobile,  homeowners  and 
life  insurance.  The  company  operates 
principally  in  suburban  and  rural 
areas.  The  shares  trade  at  just  over  13 
times  estimated  1993  profits  of  $2.05 
to  $2.10  per  share,  a  20%  discount  to 
the  market  multiple.  An  investor 
group,  which  still  owns  45%  of  the 
shares,  bought  Horace  Mann  from 
Cigna  in  1989,  and  the  company  was 
brought  public  in  1991. 

Integon  provides  "nonstandard" 
automobile  insurance  to  customers 
who  have  been  rejected  or  whose 
policies  have  been  canceled  by  stan- 
dard carriers.  The  company  typically 
provides  less  coverage  than  a  standard 
carrier    and   thus   there   is   less   risk 


attached  to  each  policy.  Moreover, 
Integon  is  a  ver}'  low  cost  producer, 
so  it  enjoys  a  considerable  pricing 
advantage.  The  shares  trade  at  15.8 
times  estimated  per-share  profits  of 
$1.90  in  1993.  The  company  went 
public  last  February. 

The  consolidation  in  the  banking 
industry'  is  far  from  over.  Most  coun- 
tries have  a  small  number  of  banks, 
while  the  U.S.  still  has  thousands.  At 
current  levels,  two  stocks — Standard 
Federal  (24)  and  Central  Fidelity 
(42) — look  particularly  attractive. 

Standard  Federal  is  the  largest  thrift 
in  the  Midwest.  For  several  years, 
management  has  chosen  to  empha- 
size retail  products  and  services,  and 
has  thus  limited  its  exposure  to  com- 
mercial real  estate  and  multifamily 
loans.  Credit  quality  is  high:  Standard 
Federal's  nonperforming  assets 
amount  to  just  0.78%  of  the  total, 
compared  with  4.3%  on  average  for 
the  industry.  The  stock  trades  at  less 
than  half  the  market's  price/earnings 
multiple,  based  on  estimated  results 
of  $3.30  per  share  this  year. 

Central  Fidelity  operates  over  200 
banks  in  Virginia  and  has  demonstrat- 
ed a  remarkably  consistent  pattern  of 
earnings  increases,  despite  the  down- 
turn in  the  economy.  Profits  could 
advance  by  16%, to$3. 90  per  share, in 
1993.  The  stock  trades  at  a  35%  dis- 
count to  the  s&P  500  multiple. 

At  current  prices  1  also  like  the 
Foothill  Group  (9).  Foothill  provides 
financing  to  distressed  companies 
that  banks  will  not  lend  to.  The  com- 
pany has  leveraged  the  analytical  ex- 
pertise it  has  acquired  here  by  expand- 
ing into  asset  management,  a  more 
stable  business  that  is  likely  to  boost 
the  stock's  multiple  as  the  contribu- 
tion to  profits  from  this  source  ; 
creases.  Foothill  trades  at  8.2  \va\cs 
forecast  results  of  $  1 . 1 0  in  1 993 — less 
than  half  the  market's  level. 

With  its  well-publicized  problems, 
American  Express  (24)  appears  to  be 
at  a  crossroads.  1  believe,  however, 
that  the  company  will  emerge  consid- 
erably stronger  as  a  result  of  internal 
restructuring  and  cost-cutting,  and 
the  beneficial  impact  of  an  economic 
pickup  on  the  level  of  credit  card 
charges.  American  Express'  shares 
trade  at  just  9.4  times  estimated  1993 
results  of  $2.55  per  share— nearly  a 
40%  discount  to  the  market.  Hi 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  ^St  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  ttie 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  forces  $55.  Available  only  once  every  two 

years  to  any  household.  SPECIAL  BONUS:  J.K.  USSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lafiser's  Your 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  taxes  • 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advce  •  24 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  tax 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  wHh 

name,  address  and  zip  code  together  with  this  ad  or 

CaU  ToU-Free  1-800-833-0046 

(Ext  2903-Depl  216K1 5)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Altow  4  weeks  for  delivery. 

W  residents  add  sales  lax.  Foreign  rales  upon  request. 

jrhe  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017-4064 


PRESENTATION  EQUIPMENT 


$72 


Silver  Onry 

se.oo 

S&H 


The  most  advanced  pen  sized 

Laser  Pointer       incredible  Low  Price 

INFINITER  ^^-— ^  Q  RLPCC 

Don't  Lose  Their  Attention!  '"  '       ^^~ 

Bngfii  red  laser  doi  lets  your  audience  focus  on     "  oak  Court  Oarwiie  c*  M526 

'  .  .    ...     J  .....      ...     Te  510-820-1763  Fax  5  0-820-8738 

your  topic  and  lets  you  direct  the  presentation. 
Meal  for  seminars,  classrooms  and  all  presentations. 


800-854-6686  oept. 


VOICE  MAIL 


j»  > 


W*^ 


^LAST 


VOICE  MAIL 
'^  TELEMARKETING 
^CALL  PROCESSING 

Tfanslofmyout  PC/X'  ''AT/386  inlo  a  mulWrne  voice  p(0- 
cessing  command  cenie^  Intelltgenlly  process  yoox 
sales,  mguires.  and  messages  Compjele  package. 

Multi- Line  (Voice  so.utioni       $995 

SINGLE  LINE  (BigmOulhi  $295 

lOevdoptf/OfM  packaijK  awiliDipi 

VIS*— MC— AMEX  -COO 
FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL    (510)  522  3800  •  fAX    I510»  522-5556 

TALKING  TECHNOLOGY,  INC. 

)U5  ATlANIIC  AVE   •  »l  AMKM   CA  9«S0l 


w= 


BOOKS  &  PERIODICALS 


OFF  SHORE  BANKING  GUIDE 


Enjoy  tax  free  banking  in  the 
Cayman  Islands,  or  any  other 
Caribbean  counliy.  Directory 
includes  addresses  and  phone 
numbers  of  all  offshore  banks. 

$39.95  check  to  m  Spy  Supply 

7Coll)yCt.,Dept.FI 
Bedford.  NH  03110  (617)327-7272 


TICKETS 


Global  Ticket  Service 

Concerts.  Sports.  Theatre-Nationwide 


Superbowl-lndy-Derby  ■  Maslers-Final  4- 
NBA-NFL  -  Phantom.  Miss  SaJgorv-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  Tickets  Available- 
Amex-Buy-Sell-Since  1971  •  Visa 
Call  800-753-2871 /Fax:  609-79S-4939 


BUSINESS  OPPORTUNITIES 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manutacturlng  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


National  Public  Company 

First  time  offer.  Coin-operated  hot 
pizza  machines.  Worldwide  patents. 
FDA  and  UL  approved.  Unlimited 
potential.  Tested,  proven  money- 
maker. $5000  -  $6000  weekly  cash 
earnings  possible.  Prime  areas 
available  tor  minimum  investment. 
Call  Mr.  Alberts  1-800-598-3792 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Cdrporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
VduuKVe    CaltWrite  lor  FREE  KIT: 


P.O.  Box  484-FB 
Wilmington,  DE  19899 

800^ -CORP '  302-662-6S32 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that  profitable  full  ol  part 
time  business  you  have  always  dreamed  about! 

An  excelleni  home  operated  business'  Books  sell  last  in  stores' 
At  laifs'  Parties'  Malls'  Or  mail  order .  -  anywhere  there  are 
people.  High  earnings  possible  mailing  and  selling  our  exciting 
line  ol  personalized  books  (lor  chikJren  i  grown-ups). 
Personalized  audio  tapes  and   stationery   available   also. 

y-"2.'\    CALL  TODAY!  (214)  248-9100 

^Rl  D  «  K  ENTERPRISES,  INC. 

'■K  My  Vary  Own  Booka 

^^  gieCOTmandB  [>  1101  Depl  <l.Camilloiir»  75006 


PORTABLE  COMPUTERS 


PORTABLE  COMPUTERS 

We  carry  the  top  21  brands  and  sell 
by  phone  at  competitive  prices.  We 
will  try  to  beat  any  legitimate  price. 
SatisTaction  guaranteed  or  your 
money  back.  All  major  credit  cards 
accepted.  FREE  CATALOGUE. 
Call  toll  free  1-800-241-1096 
Penguin  Portables,  Inc. 


BUSINESS  OPPORTUNITIES 


FLA.  KEYS  RESORTS 

by  American  Caribbean  RE,  Inc. 


$1,750,000  -  Bar,  Rest.,  marina + 
$2,000,000-18  rms,  docl<,  location!! 

$5,900,000  -  65  room,  bar,  rest.,-*- 
+  OTHER  UPSCALE  PROPERTIES 
305-289-0833  / 1-800-662-4966 


ask  for  Pamella  Marco 


WE  BUY  DIAMOI 

Call  OF  fax  GIA  infc 

for  cash  offer. 
-Any  quantity! 

HOUSE  OF  ON 

1  Main  St.,  Greenville,  K1 
1 -800-844-3 100 or  FAX  502 +  : 


MBA  Degrees 

through  home  study  In  M 
Management,    Human    Res^ 
Health  Care  Administration, 
national     Business.       Sav* 
effort  and  money  for  AA 
MBA.     Get  the  ^cts  and 
yourself.        Call     (800)     477 
Southern  California  Universj 
Fashion  Lane-#F,  Justin  CA 


COLLEGE  DEGRB; 

BACHELORS  •  MASTERS  •  DOCTOf  r 
For  Wert.  LH(  and  Ac 
EiHrtXK*  *  No  Clat  I 
AltM^ancc  Ri^iii 

1-80(M23-32. 

FAX(310)47H 

or  und  datailtd  rH| 

lor  Fm  Einlual 

Pacific  Western  Universifl 

600  N  Stpulveaa  BlvO  ,  Otpl  185  Los  Angtus  I 


FREE  VIDEd 


EXTERNAL  DEGREl  CPf 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work./life  exp.  •  Accrei  :' 
(800)  955-8879  (24  hrs.)    - 

LaSalle  Universit  >> 

.  879  Mandeville,  LA  70470-  ^   ''^ 


FORBES  BINDERS 


Aeusii 

ttiecti 

llwli 

SAVE  YOUR  COPIES  OF  FOlf'"' 

These  custom-made  cases 
and  binders  protect  your 
valuable  copies  from  dam- 
age They  hold  atx)ut  hall  a 
year's  issues  Made  Irom  re- 
inlorced  board  covered  with 
leather-like  material  in 
red  Title  is  hot-stamped 
in  gold  Binders  have 
special  spring  mechanism 
to  hold  snap-in  rods 
Cases  1 -$7  95    3-$21  95    6-$39  i 
Binders  1  $9  95    3-$27  95    6-$52.| 
ORDER  hROM   Jesse  Jones  Industries. 
499   East   Erie   Ave     Phila      PA    19134 
name,  address  (no  P  O  Box)  S  payment 
unit  (or  P4H  Oulside  USA  $2  50  per  unil  ( 
only)  Pa  residents  add  6%  sales  tax  Cn 
orders  call  1  800-825  669(/(mm  $1S)  PN 
4  to  6  weeks  lor  delivery  Sotitf action  Ou 
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BUSINESS  OPPORTUNITIES 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

FO.  Box  24426.  Dept.  FG2,  Seattle,  WA  98124 


WINE  CELLARS 


WINE  CELLARS 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  A 

1  FACTORY  DIRECT  TO  YOU ''''^^,,^§^1^^'''' 


MODEL 

DESCRIPTION 

APPRX  CAPACITY       |^^^ 

YOUR 
COST 

440 

Upright 

400                   S2495 

$1695 

700 

Upright 

600                     2995 

1995 

296 

Credenzo 

280                     2695 

1795 

114 

Compact 

114                     1395 

995 

230 

Two  Doors 

230                     1795 

1195 

700FUR 

Fur  Vault 

8  to  10  Furs               2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs        3995 

2995 

Designers'  non  wood  model  60  bottle  gloss  door  899 

659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E]  ♦  Los  Angeles.  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦C/^/./.  US  FIRST 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


VayagerMC 


\i  world's  most-portable  full-size  golf  clubs! 

Now!  From  $295! 

(factory  direct) 

Voyager  MC 

1-800-477-2007 

VISA/MC  (502)  244-0922 
Dealer  inquiries  invited 


f  ead  compartment, 

arry-onsi 

I  endorsed  by  PGA  pros! 

rformance  rating 

zine 

3LE  100%  guarantee 

I  gimmick. ..They 
!  the  set  I  use  on 

I  Pro  Darren  Clarke 


PERSONAL  CARE 


DP  SWEAI 
EEKS 

®  is    an    In- 
y  more  effec- 

ay  to  combat 
sweat  — 
chemicals. 

jnic  treatment 

6  weeks  dry- 
Reusable  — 
effective  say^ 

dical  books. 
for  free  inforraation. 

HAL  MEDICAL  CO.  D^t.  FOB  56 
1935  Armacost  Avenue 
jLos  Angeles,  CA  90025 


It 


FEET 


■OOENMEOCO 


REE 
ATALOG. 

business  books  for  sale 
the  U.S.  Government! 

Vfrilt  Id 

Free  Business  Catalog 

II  S   Ciovcrnmcni  Printing  Office 

Office  of  Marketing — Stop  SM 

VXashingion.  DC  20401 


FINE  ART 


ORIGINAL  FINE  ART 


New  Style  and  Materials  Never  Used 
Before!  For  Serious  Collectors  & 
Corporate  Execs  Who  Want  the 
Finest  in  Contemporary  Art  — 
Abstract  &  Representational  Art  & 
Photography  —  All  Mediums 
Home  &  Office  Decor. 

Perfect  Time  to  Buy  Direct    

Before  Prices  Skyrocket! /"' 

ids,u  Su^    (  - 

Artist  &  Proprietor  \^ 

P.O.  Box  271869  Houston,  TX  77277 

Tel.  713/623-2316  Fax;  711/960-8313 

Catalog  Upon  Request. 

All  Artwork  and  Photography  Copyrighted 


FOR  INFORMATION 
WRITE  OR  CALL: 

UNDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

SOriflbAve.N.Y.NYlOOll 

(212)  620-2440 
FAX  (212)  620-2472 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

•  Forward-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

Net*'- 

To  fit  indiiiduals  from  5'2"  up  to  6'6" 


BackSaver  Call  1-800-251-2225 

I.i\  li  hrs.  I  S(l(l-44.^')W)') 

5.^.kffrcv  Ave.  F.\IE,  Holliston.  M\  01746 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished     •  Full  colors 

•-100%U.S.A.-made 
We'll  custom-make  any  emblem  for  you! 
Delivery:  14  business  days.  Worldwide. 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  U.S.A. 
(800)  535-5255  •  Fax  (203)  354-2786 


StL  Behold 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  saild  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Even  size.  $45;  $3  s/h. 

Free  6«(  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "1  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

min^  EndiiraUes  1-800-338-2797 

3525  ^neca  St.,  West  Seneca,  NY  14224 


•  16"  to  77'  models  ore  hond- 
crofted  from  solid  mohogany  with 
hondpainted  moHtrngs  and  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 
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A  smarter  LTV  play 

Hoping  to  score  when  ltv  Corp. 
emerges  from  seven  years  in  Chapter 
1 1  bankruptcy  protection,  investors 
recently  piled  into  LTV's  common  and 
preferred  shares.  Dumb  move.  Ac- 
cording to  LTv's  recently  filed  reorga- 
nization plan,  the  company's  current 
equity  will  be  all  but  wiped  out. 

Alex.  Brown  &  Sons'  distressed- 
securities  chief  Peter  Faulkner  says 
that    there's    a     much 
smarter  way  to  play  LTV:      ""^^^^ 
Buy      unsecureci      ltv 
Corp.      bonds,     which 
trade  on  the  New  York 
Stock  Exchange. 

Faulkner  particularly 
likes  LTV's  senior  unse- 
cured 15s  of  2000. 
There  is  $100  million 
worth  of  the  issue  out- 
standing; each  $1,000 
bond  currently  sells  for 
$165.  Faulkner  says  if 
the  company's  reorgani- 
zation plan  is  approved, 
each  bond  will  be  con- 
verted into  12.25  shares 
of  new  LTV  common 
stock,  plus  some  war- 
rants valued  at  $16.40. 

With  the  bonds  sell-  ^^^M 
ing  at  $165,  the  market 
is  valuing  LTV's  to-be-issued  common 
at  around  $12  a  share.  But  Faulkner 
believes  the  new  common  will  be 
worth  at  least  $17  a  share — he  pre- 
dicts LTV  will  generate  $250  million  of 
cash  flow  in  1994.  If  he's  right,  then 
each  bond  should  be  priced  closer  to 
$225.  Potential  return:  around  36% 
within  six  months  for  those  buying 
the  bonds  today. 

Faulkner  wouldn't  sell  his  new 
stock  right  away.  During  its  bank- 
ruptcy, LTV  invested  some  $3  billion 
in  steel  plant  and  equipment  and  is 
now  one  of  the  most  efficient  produc- 
ers. Steel  prices,  moreover,  are  just 
now  beginning  to  rise.  "This  is  the 
third-largest  steel  company  in  Ameri- 
ca," says  Faulkner,  "and  yet  hardly 
anyone  on  Wall  Street  follows  it." 

-Matthhw  Sc;hilrin 

Levitating 

Can  any  stock  that  has  more  than 
quadrupled  over  the  past  12  months 
and  now  trades  at  27  times  anticipat- 
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ed  year-ahead  earnings  still  be  worth 
buying.^  Montgomery  Securities  ana- 
lyst Betty  Lyter  says  yes,  if  the  compa- 
ny is  Acclaim  Entertainment,  Inc. 

Headc]uartered  in  Oyster  Bay, 
N.Y.,  Acclaim  makes  videogame  car- 
tridges for  the  Nintendo  and  Sega 
game  systems.  Acclaim's  cartridges 
include  such  popular  titles  as  Aliens  3, 
Ter-minator  2,  WWF  Super  Wrestle- 
Mania  Challenge  and  Bart's  Night- 


and  $1 .05  a  share  the  year  follov 

Any  hot  stock  selling  at  a 
multiple  is  vulnerable  to  the  sligh 
disappointment — especially  if 
current  hot  market  for  small  grc 
stocks  cools  off.  Still,  Lyter  tt 
Acclaim  will  continue  to  rise  over 
course  of  1993.  In  this  kind  of  i 
ket,  she  might  be  right, 
again.  .  .  . 

-Michael  Sc;Hu^ 


Acclaim  Entertainment  videogames 
What  can  the  stock  do  for  an  encore? 


mare  (as  in  TTje  Simpsons). 

Acclaim  has  been  hot.  For  the  1992 
fiscal  year  ended  last  Aug.  31,  sales 
rose  76%,  to  $215  million.  For  the 
first  quarter  of  fiscal  1993,  ended 
Nov.  30,  both  sales  and  earnings  per 
share  were  up  87%  over  a  year  ago. 
Reflecting  this,  the  stock  has  roared 
from  around  5  in  January  1992  to  a 
recent  22%.  There  are  28  million  fully 
diluted  shares  outstanding. 

So  why  does  Lyter  still  recommend 
Acclaim.^  The  company,  she  notes, 
plans  to  introduce  about  60  new  titles 
in  fiscal  1993.  Plus  it  is  growing  well 
overseas,  mainly  in  FLurope;  nearly 
half  of  sales  are  now  booked  abroad. 
The  company  also  has  landed  the 
videogame  license  for  Mortal  Kom- 
hat,  a  big  hit  at  video  arcades.  Finally, 
Acclaim's  greatest  growth  is  in  the 
sale  of  cartridges  for  16- bit  video- 
game systems,  fast  dominating  the 
market  as  they  supplant  the  less  pow- 
erful 8-bit  systems. 

Lyter  predicts  that  Acclaim  will 
earn  85  cents  a  share  in  fiscal  1993, 


Recovering 

Last  year  $888  mil 
(sales)  paperma 

Chesapeake   Corp. 
fered  on  several  fro^ 
Market  prices  for 
slipped  more  than  $] 
per  ton  since   midyd 
This  cost  the  Richmc 
Va.- based        comp^ 
which  produces  rouj 
100,000  tons  more 
than   it  uses,  some' 
million    in    the    foi 
quarter.    Also,    Swei 
and    Finland,    two 
pulp-producing     cos 
tries,  devalued  their  ( 
rencies   in    1992.   T| 
depressed    pulp    pric 
which  remain  low. 
Bottom  line:  For  the  year,  Chej 
peake  earned  a  mere  $14  million,' 
63  cents  a  share,  from  operations^ 
and  that  was  before  an  extraordina' 
charge  of  $10  million  for  pension  w 
tax     accounting     changes.     CIk 
peake's  stock  has  sunk  to  a  recent  \^ 
price  of  20,  down  31%  from  its  1 
month  high  of  29V8. 

But  at  these  levels  Michael  Be  w 
smells  opportunity.  Beall,  who  cove  I'tw 
the    company    for    Richmond-bas(  ttri's 
Davenport  &  Co.,  likes  Chesapea  biIk 
because    it    concentrates    on    nicl' ' 
products  like  commercial  tissue  ai 
point-of-sale  cardboard  displays, 
also  holds  a  20%.  share  of  the  mottl 
white  linerboard  market,  a  businc 
that's  growing  7%  a  year.  Compani 
increasingly    favor   white    boxes   f 
shipping    because    they   can    displi 
printed    advertising.     Beall    expc^piK 
tighter  capacity  in  white  linerboard  ! 
midyear,  leading  to  higher  prices. 

Another  plus:  I  -ast  year  CMiesapeaBlm 
deleveraged  somewhat  by  selling  Si 
million  worth  of  ne\\'  stock  and  payii 
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ebt.  (There  are  now  23.3  mil- 

larcs  outstanding.) 

I    estimates    Chesapeake    will 

1  a  share  this  year.  Recently 

at  20  times  that  anticipated 

the  stock  certainly  doesn't  ap- 

leap.  But  note  that  the  recovery 

s  fairly  early  stages.  In  decent 

Chesapeake  earns  well  over  $2  a 

And  while  you're  waiting,  the 

;  dividend  yield  is  3.6%. 

-Laura  Jereski 


Her  play 

rirJ(i::)N  Electric  Power  Co.  (esti- 
Diffll  1993  revenues,  $650  million) 
tiiiJa  mess  of  itself  in  the  late  1980s, 
r  fJ:s  to  diversify  into  nonregulated 
iji|tries  went  nowhere.  Arizona 
regulators  disallowed  or  pared 
I  requested  rate  increases.  Debt 
up.  Management  was  accused  of 
ealing.  Since  1989  the  company 
tost  money  every  year.  Tucson 
ric's  NYSE-listed  stock  had  traded 
>  in  1986.  By  last  year  it  had 
psed  to  1%. 

lally,  in  1990  new  management 
y  Charles  Bayless  arrived.  Under 
tructuring  plan  adopted  in  De- 
jer  1992,  Tucson  Electric's  lend- 
)anks  eased  their  terms,  and  mas- 
amounts  of  new  common  stock 
issued  to  creditors  and  preferred 
-'holders.  There  are  now  160  mil- 
common  shares  outstanding;  re- 
price, 3%. 
ark  Luftig,  a  utilities  analyst  for 
iper  Securities,  likes  the  stock. 
;ig  thinks  earnings  will  gradually 
He  estimates  the  company  will 
1 1  cents  a  share  this  year  but  start 
nake  money  again  in  1994.  But 
't  expect  a  resumption  of  Tucson 
:tric's  dividend.  For  the  next  few 
the  company's  available  cash 
' — an  estimated  $40  million  in 
3 — will  go  to  paying  down  its 
)0  million  of  long-term  debt, 
vlind  you,  Luftig  isn't  looking  for  a 
ing.   He   thinks  Tucson   Electric 
res    will    reach    7    sometime    in 
?8 — with  the  stock  recently  at  3%, 
t's  a  compound  annual   rate  of 
lirn  of  about  12%.  But  Luftig  is 
ling  his  clients  not  to  buy  until  the 
ce  dips  below  3.  Given  the  stock's 
latility  as  creditors  dump  their  new 
ires,    that    level    might    well    be 
iched.    -William  P.  Barrett  ^ 
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A  Top  Performing 
Equity  Income  Fund 


.\\erane  Annual 
Total  Returns^  its  of 
December  31.  1992 


19.06 


lYear 


28.91 

life(rffimd 


Fidelity  Equity-Income  0  Fund  purchases 

stocks  that  offer  growth  potential,  but  with 
an  income  cushion  of  dMdends.  It's  a 
great  choice  to  help  you  reach  your  long- 
term  goals.  And,  there's  no  sales  diarge. 
Remember  that  greater  returns  can  also 
mean  greater  risk  and  investors  should 
realize  that  Equity-Income  II's  share  price 
and  return  will  fluctuate.  Start  with 
$2,500,  just  $500  for  IRAs. 


% 


Fideiiiy 


1-800-544-8888 


Inuesimenis'^ 


According  to  Upper  Analytical  Services,  Equity-Income  II  ranked  #5  out  of  69  equity  income  funds  for  the  year 
ended  12/31/92.  Total  returns  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  You 
may  have  a  gain  or  loss  when  you  sell  your  shares.  Past  performance  is  no  guarantee  of  future  results.  For  a  free  fact 
kit  containing  a  current  fund  prospectus  with  more  complete  information,  including  man^ement  fees  and  expenses, 
please  call.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
2r  CODE:FORB/EII/021593 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

Order  A  New  Subscription 

(Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name. 


New  Address . 


City. 


State . 


Zip. 


JB9X41 


NEW  SUBSCRIPTION 

n  1  Year  (27  issues)  $54 

D  3  Years  (81  issues)  $108 

In  Canada,  1  year  $95  Can. 

International,  add  $71  to  U.S.  annual  rate. 

Ibrbes 

P.O.  Box  10048 
Des  Moines,  lA  50340-0048 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

NO  Sales  Loads 
NO  Surrender  Charges 
High  Immediate  Cash  Value 
Tax-deferred  Interest 
Full  Cost  Disclosure 
Direct-to-Consumer  Service 

The  Wall  Street  Journal,  U.S.News, 
Barron's  and  others  say  it's  important 
to  know  about  Low-Load  Universal 
Life  from  Ameritas  Life,  a  1 05-year- 
old,  top-rated  mutual  company. 

Call  today  for  your 
free  personal  proposal 

VERITY 


A  direct-to-consumer  service 
Nd  sdd  in  of  Ameritas  Life 

NY,  ME,  DC 


F30215 
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"If  you  doubt 
the  power 

of  advertising 
I  suggest 

you  consult 
a  doctor." 


Herb  Baum,  Pres.,  Campbell  North  &  South  America  and  Chm.  of  the  Advertising  Council 


"Colon  cancer  ts  a  disease  that  afflicts  more  than 
150,000  Americans  each  year  and  eventually  kills  over  half. 
Yet,  any  doctor  will  tell  you  that  with  early  detection,  the  survival 
rate  could  be  raised  to  as  much  as  90%. 

Can  advertising  have  the  power  to  make  people  confront 

this  disease,  overcome  their  fear  and  actually  consult  their 

doctors  about  it? 
< 

You  bet  your  life  it  can. 

Take  the  case  of  the  Advertising 
Council's  campaign  against  colon 
cancer.  The  first-ever  study  of  public 
service  advertising  that  actually  iso- 
lated the  impact  of  advertising  from 
other  market  elements  like  the  news, 
editorials  and  public  relations. 

Research  was  conducted  from 
July  1989  to  July  1990  in  4  markets 
in  10,000  households,  at  the  equiva- 
lent of  $213  million  worth  of  air 
time,  the  average  amount  of  donat- 
ed time  behind  Advertising  Council 
spots. 

After  six  months  of  being 
exposed  to  one  commercial,  aware- 
ness of  colon  cancer  among  adults 
40  and  over  rose  from  11%  to  29%. 

After  a  year,  awareness 
reached  40%. 

The  number  of  men  who  con- 
sulted their  doctors  more  than  dou- 
bed  to  15%. 

Now,  if  advertising  can  get  peo- 
ple to  see  their  doctors  about  some- 
thing as  unpalatable  as  colon  can- 
cer, don't  you  think  it  can  get  people 
to  consider  your  product? 

Oh,  there's  one  more  thing.  If  you're  over  40,  ask  your 
doctor  about  colon  cancer." 

nil 

American  Association  of  Advertising  Agencies 

If  you  would  like  to  learn  more  about  the  power  of  advertising,  please  write  to  Department  D,  AAAA.  666  Third  Avenue,  IMew  Yoi1<,  New  Yo 
10017,  enclosing  a  check  for  five  dollars.  You  will  receive  our  booklet  «  Wotks\  How  Investment  Spending  In  Advertising  Pays  OtI.  Please  i 
to  6  weeks  for  delivery. 
This  advertisement  was  prepared  by.Ca^t,  Hlrsch  &  Ferroll.  Inc.,  New  YorV,  Now  York;  Photo:  Fred  Wobor. 
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hlnore  things  change. . ." 


aJthhissuhokFeb.  17,  1923) 

1 23  there  were  only  some  24,000 
ill  of  "improved"  (mainly  graveh 
p  id)  roads  in  the  U.S. 


I  [six  branches  of  work  the  need  of 
age  by  motor  power  greatly  ex- 
s  the  supply.  It  is  known  that  each 
could  be  done  best  in  that  way, 
It  is  done  by  rail  or  with  horses,  or 
lot  done  at  all." 


new-generation  leaders.  They  refuse 
to  become  paralyzed  by  any  thought 
that  the  world  will  never  right  itself 
again.  Tis  tough  going,  yes.  But  ev- 
ery cloud,  they  irrepressibly  proclaim, 
has  a  sih'er  lining,  ever)'  deflation  has 
been  followed  by  reflation,  every  pan- 
ic has  been  followed  by  prosperit)'." 

"They  call  it  'Bobby  Jones'  Golf 
Course,  the  new  Augusta  National. 
Attending  its  official  opening  last 
month,  I  learned  that,  far  from  its 
being  a  moneymaking  venture  for 
him,  he  has  poured  his  own  money 
and  his  own  time  into  it  unstintedly 
without  any  thought  of  financial 
reward,  motivated  purely  by  .  .  .  his 
yearning  to  build  the  finest,  most 
varied,  most  attractive  golf  course  in 
the  world." 

50  years  ago 

(From  THE  ISSUE  OF  Feb.  15,  1943) 
"Is  a  fourth  term  for  President  Roo- 
sevelt in  the  offing?  Wendell  Willkie 
isn't  the  only  citizen  who  believes  so. 
As  I  see  it,  all  will  depend  upon  what 


i  bus,  used  in  western  national  parks,  was  a  forerunner  of  the  bus  industry. 


"he  public  will  tolerate  from  small 

icerns  treatment  which  [it]  will  not 

erate  from  capitalistic  giants;  and  if 

s  democracy  is  to  permit  the  multi- 

ing  of  mergers,  those  conceiving 

d  managing  them  will  have  to  exer- 

the  most  scrupulous  regard  for 

rights — and  the  susceptibilities — 

[the  electorate.  The  ballot,  afi:er  all, 

jmore  powerftil  than  any  monopolis- 

i:  trust." 

0  years  ago  . 

ROM  THE  ISSUE  OF  FeB.  15,  1933) 

Even  the  oldest  veterans  never  be- 
•re  experienced  times  like  these, 
hey  are  inclined  to  lose  heart.  Not  so 


happens  war- wise  during  the  next  1 5 
months.  Should  we  still  be  waging  all- 
out  war  when  nomination  time 
comes,  a  fourth  term  would  probably 
resuk." 

"Soon  after  the  war  America  will 
launch  into  a  new  era  in  radio.  New 
FM  and  television  broadcasting  sta- 
tions will  spring  up  from  coast  to 
coast;  millions  of  people  will  be  flock- 
ing to  buy  new  radio  and  television 
receiving  sets.  Two-way  radios  will 
find  a  new  civilian  market;  television 
schools  and  theaters  will  enter  the 
thriving  scene;  the  amusement  and 
advertising  worlds  will  be  revolution- 


\9imi 
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"Distant  early  warning"  in  World  War  II 
meant  using  these  giant  ears. 


ized,  and  new  fortunes  are  going  to  be 
made  by  enterprising  men  [now  ob- 
scure] in  the  business  world." 
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years  ago 


(From  THE  ISSUE  OF  Feb.  15,  1968) 
"It  may  not  please  General  de 
Gaulle,  but  French  investors  contrib- 
uted $100  million  or  so  last  year  to 
help  the  U.S.  balance  of  payments. 
They  did  so  by  buying  U.S.  corporate 
securities  faster  than  they  sold  them." 

"In  the  [cruise]  season  the  boom 
started — the  season  ended  June  30, 
1959 — 143,561  passengers  sailed 
aboard  cruise  ships  from  U.S.  ports — 
135,682  Americans,  7,879  foreign- 
ers. In  the  season  ended  June  30, 
1967,  the  figure  was  363,879,  includ- 
ing 339,476  Americans.  .  .  ." 


10 


years  ago 


(From  THE  ISSUE  OF  Feb.  14,  1983) 
"Businessmen  rank  right  behind 
gangsters  as  TV  villains,  according  to  a 
study  of  263  prime -time  shows  by 
two  George  Washington  University 
professors,  Linda  and  Robert  Lichter: 
'A  stock  criminal  type  is  the  business- 
man whose  selfish  pursuit  of  profit 
leads  him  into  illegal  activity.  t\'  busi- 
nessmen and  their  underlings  account 
for  almost  one  in  four  lawbreakers 
with  identifiable  occupations.'  " 

"James  Gould,  president  of  the 
Washington  Federals  in  the  new  U.S. 
Football  League,  makes  the  point  un- 
blushingly:  'Let's  face  it,  we're  in  the 
software  business,  not  the  football 
business.'  That  is  one  way  of  acknowl- 
edging the  real  inspiration  for  the  new 
professional  football  league  that  kicks 
off  an  18-week  regular  season  on 
March  6."  ^ 
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There's  one  post-Christmas 
chore  I  love — writing! 
"Thank yoii" letters.  .  .  . 
Lots  of  companies  for  many 
reasonable  reasons,  l£[uess, 
have  a  policy  a£[ainst 
sending  even  Christmas 
cards,  never  mind  thin^is, 
at  Christmastime.  But  our 
clan^ets  a  bijf  kick  out 
of  opening!  the  Warner- 
Lamben  box  containing  an 
assortment  of  their  wares; 
we  arpiue  over  which  of  the 
boys  is  to£ret  the  Union 
Oil  Co.  necktie  [atid]  all 
the  holiday  lon£r  we  play 
the  marvelous  Christmas 
music  sent  by  Goodyear.  .  .  . 
None  of  these  things  means 
that  Forbes  or  Forbeses 
have  been  "had.  '^  Bttt  all  of  us 
like  being  thought  of. 


-M\LCOLM  Forbes 


Better  be  wise  by  the 
misfortunes  of  others  than 
by  your  own. 
-Aesop 

In  time  of  prosperity 

friends  will  be  plenty; 

In  time  of  adversity' 
not  one  in  twenty. 

-James  Howell 

A  smooth  sea  never  made  a 
skilled  mariner. 
-English  proverb 

Once  upon  a  time  my  opponents 
honored  me  as  possessing  the 
fabulous  intellectual  and 
economic  power  by  which  I 
created  a  worldwide 
depression  all  by  myself 
-Herbert  Hoover 

There  is  the  greatest 
practical  benefit  in  making  a 
few  failures  early  in  life. 
-Thomas  Huxley 


A  Text... 

< 

But  as  it  is  written,  eye 
hath  not  seen,  nor  ear 
heard,  neither  have  entered 
into  the  heart  of  man,  the 
things  which  God  hath 
prepared  for  them  that 
love  him. 
-I  Corinthl\ns  2:9 


Sent  in  by  Dr.  Robert  G.  Wirth, 
Upland,  Calif.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


When  the  world  is  destroyed, 
it  will  be  destroyed  not 
b\'  its  madmen  but  b\-  the 
sanit)'  of  its  experts  and 
the  superior  ignorance  of 
its  bureaucrats. 
-John  Le  Carre 

If  fortune  turns  against  you, 
even  jelly  breaks  your  tooth. 
-Persian  proverb 

If  at  times  our  actions  seem 
to  have  made  life  difficult 
for  others,  it  is  only 
because  histor\'  has  made  life 
difficult  for  us  all. 
-John  F.  Kj-;NNHnY 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  tO:  Fort)es  Books,  PC.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


There  are  a  good  many  real 
miseries  in  life  that  one 
cannot  help  smiling  at,  but 
they  are  the  smiles  that  make 
wrinkles  and  not  dimples. 
-Oliver  Wendell  Holmes 

There  is  no  failure  except 
in  no  longer  tr)ing. 
-Elbert  Hubbard 

Trouble  will  come  soon 
enough,  and  when  he  does 
come  recei\'e  him  as  pleasanth' 
as  possible.  Like  the 
tax  collector,  he  is  a 
disagreeable  chap  to  ha\e 
in  one's  house,  but  the  more 
amiably  you  greet  him  the 
sooner  he  will  go  away. 
-Artemus  Ward 

Philosophy  triumphs  easily 
over  past  e\  ils  and  fliture 
evils;  but  present  evils 
triumph  over  it. 
-La  Roc  hhfouc:auld 

The  new  generation  forgets 
the  spectres  that  may  have 
tormented  the  old. 
-Halldor  L\xness 

An  earthquake  achieves  what 
the  law  promises  but  does 
not  in  practice  maintain — 
the  equalit)'  of  all  men. 
-Ignazio  Silone 

There  arc  three  modes  of 
bearing  the  ills  of  life: 
by  indifference,  by 
philosophy,  and  by  religion. 
-Chari  Ks  Caleb  Colton 

In  ever\'  kind  of  adversity,  the 
bitterest  part  of  a  man's 
affliction  is  to  remember  that 
he  once  was  happy. 
-BoFrmi's 

By  tr\ing  we  can  easily 
learn  to  endure  ad\crsit>'. 
Another  man's,  I  mean. 
-Mark  Twain 
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WE  OFFER  A  WORLD  OF  CHOICES 


ACROSS  THE  ATUNTIC  AND  PACIFIC  TO  ASIA. 


Blfl^RHAPS  YOU'LL  FLY  WITI^US  FOR  ANOTHER  REASON. 
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Now  fly  with  us  nonstop  six  times  weekly  from  New  York  to  Brussels  or  Frankfurt, 
then  on  to  Singapore.  We  also  fly  nonstop  daily  from  San  Francisco  to  Hong  Kong  and  Los  Angeles  to  Tokyc 
and  offer  five  weekly  nonstop  flights  from  Los  Angeles  to  Taipei,  then  on  to  Singapore. 
While  we  fly  across  both  oceans  on  the  world's  youngest,  most  modern 

A  great  way  to  fly 

fleet,  we  still  believe  in  the  romance  of  travel.  SIRGAPORE  AIRLIHES 


'fidelity  Stock  funds 
Are  A  Sensible  Choice 

For  My  IRA. ' 


At  Fidelity  Investments,  we  understand  that  today's 
investors  want  to  take  control  of  their  retirement  sav- 
ings. And  we've  strived  to  lead  the  way  in  offering  you 
the  tools  you  need,  including  a  complete  range  of 
mutual  fimds  -  now  even  more  available  with  no 
sales  charge. 

Invest  No-Load  In  Over 
30  Fidelity  Stock  Funds 

Most  investors  need  the  long-term  growth 
potential  of  equity  investments  for  atleast  a 
part  of  their  retirement  plan.  And  now,  you 
can  choose  from  over  30  stock  fiinds 
with  no  sales  charge  when  you 
invest  directly  through  cer^in 
FideUty  retirement  plans. ' 
That  means  you  can  put 
even  more  of  your 
money  to  work  with 
Fidelity's  expertise. 
From  conservative 
equity  choices  to  inter- 
national growth  ftinds, 
Fidelity  offers  you  more 
no-load  ways  than  ever 
to  invest  for  retirement. 
Maybe  it's  time  you  took 
advantage  of  the  money 
management  skill  of  America's  largest 
stock  fund  manager,  now  with  more  than  $65 
billion  in  equity  assets  under  management.  Call 
for  more  complete  details  of  this  exclusive  offer 


Now,  The  Fidelity  No-Fee  IRA 


1.  Pay  No  Annual  Mutual  Fund 
IRA  Maintenance  Fee... 
Now  Fidelity  Is  eliminating  the 
annual  maintenance  fee  on  each 
Fidelity  mutual  fund  IRA  account 
you  have  with  an  account  balance 
of  $5,000  or  more.* 

2.  ...Or  Trade  Twice  And  Pay 
No  IRA  Fee 

if  you  trade  stocks  and  bonds 
in  your  Fidelity  Brokerage  IRA, 
we'll  waive  the  annual  tRA  mainte- 
nance fees  for  all  your  Fidelity  IRA 
accounts  if  you  make  two  or  mom 
trades  annually.^ 


Fidelity 


Plus  These  Exclusive 
Fidelity  Services 

No  other  company  offers  you  the  same 
combination  of  service  and  information 
devoted  to  helping  you  deal  with  today's 
retirement  issues.  •  Retirement  Spedalists 
for  specific  plan  questions  •Retirement 
Insights  newsletter  •  Consolidated  tax 
reporting  statement  for  easy  record- 
keeping •  24-hour  account  service. 

Call  for  a  free  copy  of  Fidelity's 
Common  Sense  Guide  To  Planning 
For  Retirement. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


investments' 

Common  sense.  Uncommon  results. 


^  ♦  CODE:FORB/GENI/030193 

Call  for  a  free  lEU  fact  kit  and  current  prospectus  with  more  complete  information  about  any  Fidelity  fund,  including  charges  and  expenses.  Read  the  prospectus  carefully 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation.  'Fidelity  Magellan  Fund,  Fidelity  New  Millennium  Fund  and  Fidelity  Select  Portfohos  are  excluded.  'Annual 
IRA  maintenance  fee  eliminated  for  mutual  fund  accounts  held  in  the  Fidelity  IRA,  Rollover  IRA,  SEP-IRA  and  SARSEP-IRA  with  an  account  balance  of  $5,000  or  more  at  the 
time  the  IRA  maintenance  fee  is  billed.  IRA  mutual  fund  accounts  with  balances  below  $5,000  will  be  charged  a  $  1 0  per  fund  annual  IRA  maintenance  fee.  For  the  Fidehty  Self- 
directed  IRA,  Self-directed  Rollover  IRA,  and  Self-directed  SEP-IRA,  the  $20  annual  IRA  maintenance  fee  will  be  waived  if  one  of  more  Fidelity  fiind  positions  held  in  the  IRA 
has  a  balance  of  $5,000  or  more  at  the  Ume  of  the  IRA  maintenance  fee  biUing.  This  waiver  first  apphes  in  1993,  and  is  based  on  trades  from  1 1/1/92  through  10/3 1/93. 
This  waiver  apphes  whether  you  make  two  trades  in  one  retirement  account  in  your  name,  or  one  trade  hi  each  of  two  retirement  accounts  in  your  name.  Tliis  waiver  only 
applies  to  FBSI  customers  who  have  a  Fidehty  prototype  retirement  plan  with  an  FDIC  insured  custodian/trustee.  Trades  with  Fidelity  funds,  non-Fidehty  hmds,  and  Umited 
partnerships  are  not  included  in  this  offer.  Fidehty  Brokerage  Services,  Inc.  ("FHSI") ,  l6l  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SIPC. 


Before  it  lea 
it  ^ts  the 


Walk  around  the  Marysville,  Ohio  plant 
where  they  build  the  Honda  Accord  and  you'll 
notice  signs  that  read,  "Who  is  my  customer?" 

Now,  if  you  were  to  pose  that  question  to 
anyone  working  there,  they'd  tell  you  that  it's  the 
people  following  them  at  the  next  stage  of  the 
manufacturing  process. 

And  they  have  to  go  out  of  their  way  to 
please  some  pretty  tough  clients. 

Let's  start  at  the  stamping  department 
Parked  near  the  presses  which  shape  rolled 
sheets  of  galvanized  steel  is  a  brand  new 
Accord.  It  is  the  gauge  they  measure 
by.  They'll  even  take  the  time  to 
examine  the  car  to  find  new 
ways  to  improve  things. 


They  do  all  of  this  to  ensure  that  the  fol 
who  do  the  welding  receive  the  finest  panel 
in  town.  Who,  in  turn,  pass  on  their  top-not| 
efforts  to  the  team  who  paints  each  body  p^ 
a  total  of  three  times. 

So  it  continues,  right  down  to  those  on  i 
assembly  line  who  like  everybody  else  ex[ 
nothing  less  than  the  best  to  work  with. 

When  the  car  finally  comes  together,  it| 


sthefeictDry 
eoverTwice 


complete  white  glove  test.  It's  more  like  a 
Ifirmation.  Of  the  care  built  into  the  Accord. 
Inspectors  pore  over  fit  and  finish.  Check 
le  fluids.  Make  sure  all  systems,  such  as 
btrical,  instrumentation,  cruise  control  and 
ponditioning,  are  a  go.  High  standards  will 
land  very  few  surprises. 
Then  each  Accord  is  taken  around  a  track 
iplete  with  curves,  bumps  and  a  stretch 
^pen  road.  The  test-driver  puts  the  double 
wishbone  suspension  through  the 
paces.  He  accelerates  and 
he  brakes.  He  turns  on 
the  radio.  He  even 
listens  for  any 


wind  noise,  or  rather  the  lack  of  it 

Truth  be  known,  Honda  is  among  a  small 
number  of  automakers  to  test-drive  every  car 
off  the  production  line. 

It  is  this  kind  of  commitment  that  could 
explain  why  the  Honda  Accord  has  been  the 
number  one  -  selling  car  in  America  for  three 
model  years  in  a  row*  Not  to  mention  how 
comfortable,  stylish  and  roomy  it  is. 

With  all  of  this  in  mind,  are  the  men  and 
women  who  manufacture  the  Honda  Accord 
Sedan  proud  of  their  handiwork.^  You  only 
have  to  ask  them  once. 

The  Accord  Sedan 
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"I  won't  predict, 
yet,  that  we  will  do 
the  acquiring  of 
AT&T,  rather  than 
them  of  us," 
deadpans  Craig 
McCaw  of  his 
new  partner. 
^^H   78 

RIGHT: 

Curiouser  and 
curiouser.  Mort- 
gage-backed se- 
curities may  be 
brokers'  biggest 
moneymaker  since 
junk  bonds. 
^1^  46 
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"The  best  overnight 
delivery  service  is  UPS,  no  doubt" 

—  'Warehouse  Manager 

"They  do  it  for  less. 
They  don't  goof  up!' 

—  Operation  Service  Manager 

"They  go  out  of  their  way  to  help 
us  out.  We  appreciate  that!' 

—  V\/arehouse  Manager 

"They  give  you  the  best  service 
for  the  best  dollars!' 

—  Fabric  Showroom  Manager 

"We  save  30%  on 
overnight  shipments.  Hey, 
that  stuff  adds  up!' 

—  Import/Export  Manager 

"More  bang  for  the  buck.  UPS  does 
that  for  us!' 

—  VP,  Financial  Consultant 

"Many  times  it's  me  and  UPS 
against  the  world!' 
—  Shipping  Director 

"If  it  wasn't  for  them,  w^e  wouldn't 

have  a  business!' 

—Assistant  Production  Manager 


"A  lot  of  other  companies  tried 

to  get  my  business.  There  is  nothing 

that  compares  w^ith  UPS!' 

—  Chief  Financial  Officer 

"I  get  here  at  8:30  and  sometimes 
they're  here  before  I  get  in!' 

—  Facility  Manager 

"Internationally,  I  recommend 
only  one  company.  That's  UPS!' 

—  Export  Executive 

"When  you  have  to  have  Saturday 
delivery,  UPS  is  w^ho  you  bank  on!' 
—Materials  Management  Director 

"They  do  a  lovely  job!' 

—  'Warehouse  Cler}{ 

"The  most  reliable  people  in  the 
shipping  business.  That's  a  fact!' 
—  Customer  Service  Manager 

"They  have  a  heck  of  a 
tracking  system!' 

—  Export  Manager 

"Coast  to  coast,  overnight 
or  second-day,  definitely  UPS. 
Hands  dow^n!' 

—  Shipping  Manager 


"UPS  takes  care  of  the  customs.  It 
sails  right  through!' 
—  Shipping  'Warehouseman 

"They  always  come  in 
w^ith  a  smile!' 
—  Senior  Collector 


"Why  UPS?  When  you  have  the 
best,  you  stick  w^ith  them!' 

—  Shipping  Cler}{ 

"Ifthey  say  it's  10:30, 
absolutely  it's  10:30!' 

—  Shipping  Cler\ 

"Our  computer  is 

linked  up  with  them  directly." 

—  Director  of  Operations 

"They  pick  up  when  they 

say  they're  going  to  and  they  deliver 

w^hen  they  say  they're  going  to!' 

—Administrative  Assistant 

"They  have  saved  my  butt  so 
many  times  that  now^  I've  come  to 
depend  on  them!' 
—  Shipping  Director 

"Why  take  chances?  Fly  UPS!' 
—  Shipping  Group  Leader 


Compliments  like  this  would  make  you  blush,  too. 

Wfe'd  rather  not  toot  our  own  horn.  So  il  you  want  to  know  why  more  businesses  worldwide  trust  UPS  for  P^jg^ 


reliable,  on-time  delivery  don't  ask  us.  Ask  our  customers.  The  package  delivery  company  more  companies  count  on!  l^'P^ 


©  1993  United  Parcel  Service  of  America,  Inc. 
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ADJUSTABLE      U.S.      GOVERNMENT 


Fran  kli n 

WAS   ONE   OF  THE   FIRST 

GREAT  AMERICAN 

VISIONARIES. 


Successful  financial  planning 
requires  its  own  vision.  For  ex- 
ample, are  interest  rates  headed 
up  or  down? 

♦ 

Franklin  solves  this  problem 
with  an  investment  that  performs 
in  either  case:  the  Franklin 
Adjustable  U.S. Government 
Securities  Fund. 

♦ 

The  investment  objective  is 

simple:  to  provide  you  with 

•high  current  income  and  low 

volatility  of  principal. 

♦ 
One  more  thing.  The  fund 
invests  in  a  portfolio  of  "AAA" 
rated  investment  quality  secu- 
rities. That  means  you  can 
count  on  a  high  degree  of 
credit  safety.^ 

♦ 

Call  your  investment  advisor 

or  Franklin  today. 


8  00-3  4  2 
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Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Adjustable 
U.S.  Government  Securities  Fund,  including 
charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 


I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


Franklin    Distributors,    Inc. 

Member  $90  Billion  Franklin/ Templeton  Group  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


FOB93 
1303 


tThe  securities  in  the  underlying  portfolio,  and  not  the  shares  of  the  fund,  are  issued  or  guaranteed  by  the  U.S.  government,  its  agencies 
or  instrumentalities.  Yield  and  snare  price  wdll  vary  with  market  conditions. 
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■■    PAID  CIRCULATION 
OVER  750,000 


Craig  McCaw's 
cautious  gambles 

In  1989  LITTLE  McCaw  Cellular  bid 
against  giant  BellSouth  for  control  of  LiN 
Broadcasting.  It  was  a  nervy  move  because 
Craig  McCaw's  $500  million  (revenues) 
company  already  carried  $2  billion  in  debt 
and  was  now  proposing  to  take  on  another  $3 
billion.  Yet  Craig  McCaw  calmly  insisted  his 
company  was  not  overleveraged.  The  state- 
ment sounded  like  hyperbole.  How  could  a 
company  owe  four  times  its  revenues  and  not 
be  overleveraged.'' 

Early  this  year  Fleming  Meeks  interviewed  Fleming  Meeks 
the  hyperachieving  young  billionaire  during  a  ^^^H 
four-day  meeting  of  130  McCaw  executives 
in  Florida.  McCaw  explained  to  him  that  if  you  had  marked  h 
company's  assets  to  market  rather  than  at  book  value,  McC>a' 
Cellular  was  capitalized  quite  conservatively.  Meeks  came  away  wit 
a  much  more  sophisticated  understanding  of  what  constitut( 
leverage  and  risk  in  our  fast-changing  world.  He  also  learned  a  1( 
about  why  McCaw  and  AT&T  make  a  marvelous  fit.  "Would  yc 
believe  it!"  Craig  McCaw  says  he  is  risk-averse"  begins  on  page  78 

Through  the  looking  glass 

"Alice  in  Mortgageland"  (page  46)  is  going  to  make  a  lot  ofW; 
Street  people  unhappy.  Laura  Jereski  takes  the  reader  inside  t\ 
weird  and  wonderful  world  of  mortgage -backed  securities,  whe 
ordinar)'  home  mortgages  are  transformed  into  crapshoots  ai 
where  a  35-year-old  earns  $12  million  a  year  peddling  the  stuff. 

"I  tripped  across  this  story,"  Jereski  tells  me.  "I  was  sittii 
through  an  Equitable  Life  conference  on  private  placement, 
broker  was  gleefully  describing  the 
techniques  for  using  mortgage- 
backed  derivatives  to  replicate  inter- 
est-rate swaps.  The  fellow  in  front  of 
me  was  fast  asleep  and  many  of  those 
still  awake  were  slipping  away. 

"What  kept  me  in  my  chair  was  the 
dawning  realization  that  if  I  couldn't 
understand  all  this  stuff,  probably  a 
lot  of  the  buyers  didn't  either.  I  start- 
ed asking  questions.  It  seemed  many 
buyers  had  only  sketchy  notions  of 
what  they  were  getting.  It  couldn't  be  otherwise  when  a  single  po 
of  mortgages  can  be  sliced  into  as  many  as  64  different  securities 

"What  clinched  my  suspicion  was  when  one  of  the  people  involve 
told  me,  'Mortgage -backed  securities  create  value  for  investor 
When  I  hear  that  I  hold  my  wallet.  And  that's  what  most  in\'est( 
should  do  when  offered  this  stuff."  Read  "Alice  in  Mortgageland 
and  you'll  see  what  Jereski  means. 


Laura  Jereski 
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It's  hard  enough  to  recognize  risk  at 
home.  But  venture  abroad  and  risk  is  even  more 
disguised.^ 

That's  when  it's  good  to  have  the  institu- 
tion that's  dedicated  to  managing  risk  at  your 
side.  Bankers  Trust. 

We'll  help  you  control  the  risk  you 
want  to  avoid.  Then  help  you  reap  the  rewards 
of  the  risk  you  do  assumie. 

We  don't  view  risk  from,  a  single  command 
post.  We're  in  London,  New  York,  Tokyo.  In  Sydney 


and  Hong  Kong.  In  Madrid,  Paris,  Frankfurt, 
Luxembourg  and  Milan.  In  Latin  America  and 
Eastern  Europe. 

Everywhere  we're  in  the  miiddle  of 
local  markets.  And  on  top  of  them.  Since  risk  is 
global  today,  it  has  to  be  looked  at  that  way. 

With  Bankers  Trust  beside  you,  there's 
no  risk  anywhere  that  you  can't  face. 

D  Bankers  Trust 

LEAD     FROM     STRENGTH. 


Research  is  an  investment  in  the  future.  Our  future. 
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In  the  last  five  years 
Boeing  has  invested 
$6  billion  in  research 
and  development, 
$8  billion  more  in  new 
plants  and  equipment. 
This  represents  the 
largest  capital  invest- 
ment in  our  industry's 
history.  In  addition 
we've  invested  hun- 
dreds of  millions  in 
training  to  support 
continuous  quality 
improvement.  A  lot  of 
time,  money  and  ener- 
gy, to  be  sure.  But  a 
small  price  to  pay  for 
our  piece  of  the  future. 
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Bob  Brennan's 
new  headache.^ 

Securities  regulators  have  gotten 
what  could  be  a  major  break  in  their 
continuing  investigation  of  Robert 
Brennan  and  the  allegedly  fraudulent 
sale  of  securities  in  Treats  Interna- 
tional Enterprises,  a  Canadian  bakery 
franchisor.  Treats  was  one  of  the 
stocks  featured  in  our  cover  story  last 
fall  on  Brennan  (Oct.  26,  1992), 
whose  stock  promotions  at  First  Jer- 
sey Securities  in  the  early  to  mid- 
1980s  cost  investors  millions  (July  16, 
1984).  Brennan  sold  off  most  of  First 
Jersey's  branch  offices  in  1987.  But, 


Fprh^s 

WHY  . 
CAN'T' 
THEY 
STOP    , 
HIM? 


Robert  Brennan 
Was  his  old 
number  two  man 
doing  his  bidding 
in  the  allegedly 
fraudulent  sale 
of  stock  in  Treats? 


as  we  reported  in  October,  he  has 
been  using  a  network  of  shady  brokers 
to  distribute  his  dubious  wares. 

The  brokers  spotlighted  in  the  arti- 
cle were  F.N.  Wolf  &  Co.,  a  unit  of 
publicly  traded  Wolf  Financial  Group; 
and  Hibbard  Brown  &  Co.  In  January 
the  Securities  &  Exchange  Commis- 
sion charged  both  firms  with  a  fraudu- 
lent sales  scheme  involving  Treats 
stock.  Both  firms  intend  to  contest 
the  charges. 

Now  Brennan  may  have  another 
headache:  a  wrongful  termination 
lawsuit  brought  against  F.N.  Wolf 
and  one  John  Dell  by  Stanley  Van 
Etten  last  month.  Van  Etten,  who 
worked  out  of  F.N.  WolPs  Raleigh, 
N.C.  office,  knows  Brennan's  tactics 
well.  He  started  out  at  Brennan's  First 
Jersey  in  1984  and  worked  his  way  up 
through  the  ranks  of  its  successor 
firms;  in  1988  he  became  a  regional 
vice  president  at  F.N.  Wolf 

In  his  suit,.  Van  Etten  maintains 
that  last  spring  F.N.  Wolf  began  using 
false  presentations  and  research  re- 
ports to  market  Treats  stock.  Then,  in 
October,  as  regulators  began  investi- 
gating F.N.  Wolfs  Raleigh  office  in 
connection  with  Treats,  Van  Etten 
got  a  call  from  John  Dell.  Van  Etten 
says  Dell  offered  him  a  $200,000 


"bonus"  if  he  agreed  "to  see  to  it  th 
potentially  damaging  information  d\ 
not  come  into  the  hands  of  the  in\ 
tigators."  Van  Etten  further  alle 
that  Dell  solicited  another  employe 
participation  in  the  scheme.  This  e 
ployee  then  undertook  a  "system.u 
purge"  of  various  files  at  F.N.  WoU 
Raleigh  office,  according  to  the  si 
Van  Etten  says  he  was  fired  for  ref 
ing   to   participate   in   F.N.   WoU 
scheme  to  sell  Treats. 

Who  is  John  Dell?  F.N.  Wolf  li^ 
him  only  as  an  "independent  contraJ 
tor" — a  position  for  which  he  w^ 
paid  $3  million  in  the  fiscal  year  endc 
last  June.  Former  F.N.  Wolf  salesmc 
say  Dell  calls  the  shots  at  the  firm- 
and  that  he  is  the  same  John  De| 
better  known  as  Jack  Dell,  who  serve 
as  Brennan's  right  hand  at  First  Jerse' 
For  years  Brennan  and  Dell  had 
partnership  called  Robdell;  Dc 
claims  he  sold  his  interest  in  198;  o: 
Last  year  Robdell  was  unloadin  !*• 
shares  of  a  company  called  Site-basd  »ha»i 
Media  as  F.N.  Wolfs  and  HibbaD  »• 
Brown's  customers  were  buying.  Siti  ^^ni'^ 
based's  stock  later  collapsed.  isi'u' 

Is  Van  Etten  just  a  disgruntled  foi  m : 
mer  employee?  Perhaps.  But  whatei  ipnii 
er  his  motives,  he  might  be  able  I  n^'^^ 
shed  valuable  light  on  how  promc  m  Jfi 
tions  like  Treats  International  are  o'  K'Ci 
chestrated.  What's  already  known  i  «}^ 
this:  Beginning  in  1990,  according  t  ooJ  n 
the  Januar)'  SEC  complaint  again  ^^ 
F.N.  Wolf  and  Hibbard  Brown,  Brei  ^'::' 
nan  bought  control  of  an  enti  h:: 
known  as  S.L.  Resources,  the  p'- 
merged  it  with  Treats'  holding  con  fc  ^i 


17% 


abi 


Pay  TVs  Lazarus  act 

In  the  early  to  mid-1980s  Ti 
Inc.'s  Home  Box  Office  minted  mo 
ey  from  its  premium  cable  rv  scrvic  Sii; 
Then  home  video  took  ofi',  and  m 
and  Viacom  International's  Sho^ 
time  Networks  became  locked  in 
costly  struggle  for  exclusive  rights 


BIIU 


pany.   That  gave   Brennan 
Treats'  common  stock. 

Brennan  then  wholesaled  the  stotfit^;'' 
to  F.N.  Wolf  and  Hibbard  Brow 
reaping  a  $12  million  profit.  Tl 
brokers  moved  the  shares  on  to  tl 
public,  at  a  profit  of  $9  million 

With  Treats'  shares  recently  tradir 
at  75  cents  bid,  the  public  faces  potei 
tial  losses  of  about  $20  million. 
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>iti  big  Hollywood  films.  By  1988  the 
n  commercial  cable  networks  were 

ng  new  competition  for  program - 
:p  ig  ft-om  advertiser-supported  basic 

le    channels.    Pay-per-view    also 

med  as  a  threat.  All  this  convinced 
;nialiBES  that  pay  TV  was  becoming  a 

osaur  (Oct.  17,  1988). 

kit  the  business  was  more  resilient 
refcin  we  thought.  Subscriber  counts 


ij 


HBO  and  Show- 
time are  gaining 
subscribers,  but 
how  will  they  fare 
in  the  age  of  digi- 
tal compression? 


HBO  and  Showtime  grew  last  year 
er  declining  in  1991.  Operating 
3fit  at  HBO  increased  10%,  to  $215 
Uion,  while  Showtime  Networks 
o  had  a  gain  of  about  10%,  to  an 
dmated  $46  million. 

Sit  What  explains  this  resiliency?  hbo 

s  been  successfully  diversifying  into 

eign  pay  TV  markets.  And  sales  of 

ginal  HBO  productions  for  foreign 

eatrical  and  home  video  distribu- 

ni  )n   are   booming.   Moreover,   says 

0  iio  Chairman  Michael  Fuchs,  rivalry 
nong  the  pay  networks  for  Holly- 
ood  movies  has  subsided,  cutting 

ensing  costs  by  as  much  as  20%. 

Both  HBO  and  Showtime  are  now 
eking  to  add  value  through  a  con- 

h{  .'pt  known  as  multiplexing,  whereby 
M  ible  systems  simultaneously  run  as 

1  ;any  as  three  separately  programmed 
eds.  Thus,  for  example,  an  hbo 

01  ibscriber  might  have  the  choice  dur- 
,vi  ig  prime  time  of  an  action- adventure 
[llm,  an  hbo  original  comedy  and  a 
tlimily  program  such  as  an  animated 
hakespeare  series. 
in   How  will  hbo  and  Showtime  re- 
;i3ond  to  the  coming  of  digital  com- 
ression,  a  technology  that  will  bring 
undreds  of  cable   channels  and   a 
lethora  of  pay-per-view  offerings? 
)ne  option  is  to  expand  on  the  multi- 
plexing concept  by  breaking  up  the 
iiervices  into  component  pieces — of- 
c  i^ring,  say,  a  cowboy  or  comedy  chan- 
Biel.  "That  might  be  one  way  to  help 
v>eople  sifi:  through  all  the  choices," 
I  ays  Showtime   Networks   Chairman 
iVinston  H.  (Tony)  Cox.  wm 

^orbes"  March  1,1993 


DIVERSIFY 

YOUR  RETIREMENT  ASSETS 

WITH  VANGUARD 


lb  keep  your  retire- 
ment assets  on  course  in 
uncertain  markets,  you  should  con- 
sider the  best  way  to  diversify  them. 
Vanguard  can  help  you  with  an 
exceptionally  broad  range  of  invest- 
ment choices. 

For  convenience,  you  may  decide 
on  a  single  investment  in  our  unique 
STAR  Fund  which  seeks  growth  of 
capital  and  income  through  a  bal- 
anced mix  of  nine  Vanguard  funds. 

Or  you  may  diversify  your  assets 
by  creating  your  own  balanced  port- 
folio by  investing  in  Vanguard  stock, 
bond  and  money  market  funds. 

In  either  case,  you  have  the 
assurance  that  Vanguard's  no-load 
policy  and  low  operating  costs  mean 
more  of  your  money  works  for  you. 

Regardless  of  whether  you're 
planning  to  transfer  your  retirement 
assets  from  another  institution,  "roll 
over"  a  distribution  from  an 


employee  sponsored  plan,  or  estab- 
lish your  first  IRA,  our  Investment 
Kit  contains  all  the  forms  you  need  to 
complete  the  transaction. 

Call  now  for  an  IRA  Informa- 
tion Kit,  including  our  free  booklet, 
"How  lb  Be  Your  Own  Investment 
Manager." 

The  kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees,  distri- 
bution charges  and  other  experses.  Please 
read  it  carefully  before  you  invest  or  send 
money 

Call 
1-800-962-5076 

24  Hours,  7  Days 
for  a  free 
IRA  Information 
Kit  and  this 
free  booklet. 


TH^anqnuardGROUP 
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The  New  V6  Passat 


A  funny  thing  happened  on  the 
way  to  the  90^. 

People  came  to  their  senses. 

Intelligence  of  all  things  became 
more  socially  acceptable  than 
extravagance. 

And  things  like  common  sense, 
honesty  and  good  old-fashioned 
value  were  suddenly  back  in  vogue. 


In  other  words,  people  everywl 
started  acting,  well,  just  like  a 
Volkswagen. 

They  started  believing  that 
don't  have  to  show  off  to  stand 

That  a  car  should  cost  what  a  c 
should  cost. 

Not  what  a  house  should  cost. 

And  by  no  small  coincidence,  t 


smart 


i  lan  buying  the  Volkswagen 

^sat. 

bona  fide  European  touring 
an  that  aslcs  you  not  to  scale 

^k  your  expectations,  just  what 
pay  for  them. 

fith  a  heady  V6 172-horsepower 

line,  electronic  traction  control 

ABS  brakes,  our  Passat  GLX 


is  built  to  massage  roads,  not  egos. 
Providing  all  the  driving  exhilaration 
a  thinking  person  could  desire 
along  the  way. 

For  details,  call  1-800-444-8987. 
Or  visit  your  Volkswagen  retailer. 

Where  you  can  discover  firsthand 
that  you  don't  have  to  be  rich  to  have 
a  driving  experience  that  is. 


Experience 
Fahrvergniigen 


©1993  Volkswagen  Seatbelts  save  lives.  Don't  drink  and  drive. 
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Slum  clearance 

VVhai  'S  BHHIND  the  latest  rioting  that 
has  killed  hundreds  of  Hindus  and 
Muslims  in  Bombay,  India's  commer- 
cial and  financial  center?  Informed 
sources  lay  some  of  the  blame  on 
financial  greed  masquerading  as  reli- 
gious and  ethnic  hatred. 

Bombay's  population  (12.5  mil- 
lion) is  exploding,  but  land  in  the  city 
is  limited  because  Bombay  is  an  is- 
land. As  land  values  have  taken  off, 
Bombay's  developers  have  cast  covet- 
ous eyes  on  the  slums  and  shant)'- 
towns  that  cover  40%  or  so  of  the  cit)^ 
So,  when  there  was  a  confrontation 
between  Muslims  and  the  police  in 
early  January',  the  developers  seized 
the  opportunit)^  to  do  some  "urban 
renewal."  Our  sources  say  they 
backed  rival  gangs  of  rioters,  Hindus 
and  Muslims,  who  swept  through  the 
slums  burning  large  portions  and  ter- 
rorizing residents  into  fleeing  their 
homes.  Now  prime  tracts  of  land  may 
be  available  for  development  into 
profitable  high-rise  buildings — albeit 
at  a  terrible  cost  in  terms  of  human 
suffering.-SuBRATA  N.  Chakravarty 

Live  from  Wembley  Arena 

How  MANY  PEOPLE  got  bumed  in  the 
Bank  of  Credit  &  Commerce  Interna- 
tional scandal.^  Here's  an  indication: 
For  their  2:30  p.m.,  Thursday,  May 
27  meeting  with  bcci's  creditors,  the 
bankrupt  bank's  liquidators  have 
hired  London's  12,000-seat  Wem- 
bley Arena,  usually  a  venue  for  rock 
concerts  and  prizefights.  The  liquida- 
tors expect  at  least  5,000  people  to 
show  up — mostly  BCCi's  hapless  de- 
positors, largely  from  Asia  and  the 
Middle  East.  Some  lost  their  life's 
savings  when  BCCI  went  under.  At 
Wembley,  they  are  likely  to  learn  how 
ver)^  little  they  will  get  back. 

As  for  Agha  Hasan  Abedi,  bcci's 
founder  and  chairman,  he's  been  ly- 
ing low  in  his  native  Pakistan  since  the 
scandal  broke  in  1991  and  isn't  ex- 
pected to  take  the  stage.         -S.N.C. 

TheMonaSabatini 

Tennis  STARS  Steffi  Graf  and  Gabriela 
Sabatini  are  being  turned  into  works 
of  art  for  the  Virginia  Slims  tourna- 
ment to  be  held  in  Delray  Beach,  Fla., 
starting  Mar.  1 .  Tournament  officials 


Rioting  in  Bombay's  slums 

Religious  liatred  wasn't  the  only  cause. 


have  commissioned  Fort  Lauder- 
dale's Heritage  House  Galleries  to 
reproduce  a  copy  of  Edouard  Manet's 
"A  Bar  at  the  Folies-Bergere"  with 
Graf  as  the  woman  in  the  scene,  and  a 
copy  of  Leonardo  da  Vinci's  "Mona 
Lisa"  with  Sabatini's  face.  Both  paint- 
ings will  be  hung  near  center  court. 

"Sabatini  is  the  Mona  Lisa,  except 
for  the  bangs,  of  course,"  deadpans 
tournament  director  Sharon  O'Con- 
nor. The  paintings,  which  together 
cost  $12,000,  won't  be  for  sale,  but 
postcards  of  them  will  be  available. 
"We  might  auction  the  paintings  at 
Christie's  at  the  end  of  the  year,"  says 
O'Connor.  "It's  been  a  fairly  expen- 
sive practical  joke." 

-Christie  Brown 


Wayne's  world 

Forbes  Four  Hundred  member 
Wayne  Huizenga  must  be  planning 
for  the  day  when  people  will  order 
movies  over  telephone  and  cable  tele- 
vision lines  rather  than  trot  down  to 
the  local  video  rental  oudet.  Hui- 
zenga is  chairman  of  Blockbuster  En- 
tertainment Co.,  the  world's  largest 
video  rental  chain.  Last  year  he 
plunged  into  music  retailing.  In  Janu- 
ary' he  agreed  to  pay  $25  million  for 
35%  of  Republic  Pictures,  a  small 
independent  movie  producer  and  dis- 
tributor whose  film  library  includes 
such  classics  as  High  Noon. 

Huizenga's  latest  gambit:  Just  out- 
side Fort  Lauderdale,  Blockbuster  is 
building  what  it  says  could  be  the  first 
of  several  giant  family  entertainment 
complexes.  The  Paradise  Golf  &  Rec- 
reation Center  is  scheduled  to  open  in 
April.  It  will  feature  a  two-tier  driving 
range  able  to  handle  90  golfers  at  a 
time,  plus  batting  cages,  virtual  reality 
machines  and  an  indoor  miniature 
golf  course  with  a  tropical  setting. 
Future  plans  include  bumper  boats 
and  an  Imax  wide-screen  movie  the 
ater.  Huizenga  may  even  be  a  custom 
er.  A  12-handicap  golfer,  he  li\cs 
about  20  minutes  away. 

-Christopher  Palme  ri 


Watch  those  pai'tners 

New  York  freelance  writer  Shclb\ 
White  thinks  few  women  know  any 
thing  about  their  husbands'  finances. 
So  she's  written  a  book,  What  Every 
Woman  Should  Know  About  Her  Hus-  j 
band's  Money.   Example:   A  woman 
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vho  is  suddenly  widowed  should 
crutinize  her  husband's  health  plan, 
Jocial  Security  benefits,  pension 
)enefits  and  the  value  of  his  stock 
)ptions.  If  the  husband  was  in  a  busi- 
less  partnership,  says  White,  widows 
nust  make  sure  that  his  partners  don't 
:heat  by  putting  a  low  valuation  on 
lis  piece  of  the  action. 

Presumably,  White  had  plenty  of 
^ood  advice  when  researching  her 
mbject.  She's  married  to  Leon  Levy,  a 
rounding  partner  of  Wall  Street  in- 
vestment firm  Odyssey  Partners  and  a 
man  worth  many  millions. 

-Robert  Lenzner 


Sore  loser 

Last  October  E.W.  Scripps  Co.  put 
its  Pittsburgh  Press  up  for  sale.  First 
Boston  was  hired  to  negotiate  the 
deal.  The  winner,  with  a  bid  of  around 
$100  million:  Toledo- based  Blade 
Communications,  which  owned  the 
rival  Pittsburgh  Post-Gazette.  Blade 
has  since  shut  the  Press  leaving  its 
Post-Gazette  as  Pittsburgh's  major 
newspaper. 

Now  a  failed  bidder,  Richard  Mel- 
lon Scaife,  the  Forbes  Four  Hundred 


A  Petroleum  Club 
of  Houston 
matchbook 
Going  to  the 
lawyers? 


PETROLEUM 


Iff^^ 


■^•■fcfli^i 


member  who  owns  a  suburban  Pitts- 
burgh daily,  is  suing  Scripps,  Blade 
and  First  Boston.  Scaife  complains  he 
would  have  paid  as  much  as  $135 
million  for  the  Press  but  wasn't  given 
adequate  opportunity — a  curious 
claim  considering  that  Scaife  was  for 
many  years  a  First  Boston  director. 
Says  James  Rutherford,  the  First  Bos- 
ton banker  who  handled  the  Press sd^c: 
"I  tried  to  contact  Scaife,  but  I  never 
heard  boo  from  him." 

The  new  crowd 

The  posh  Petroleum  Club  of  Hous- 
ton, atop  the  downtown  45 -story  Ex- 
xon Building,  used  to  be  exclusively 
for  oilmen.  But  since  oil  prices  col- 
lapsed, the  club  has  fallen  on  hard 


V^V^/f. 


times.  Its  membership  peaked  at 
2,400  in  the  late  1970s  and  is  now  at 
about  1,600. 

Now  the  Petroleum  Club  is  going 
after  a  new  crowd  of  more  fortunate 
souls:  lawyers.  In  January  the  club 
mailed  letters  to  the  14,000  members 
of  the  Texas  Bar  Association  who  live 
in  Houston's  Harris  County.  The 
pitch?  A  special  one-time,  get-ac- 
quainted offer  to  join  the  club  for  only 
$80  a  month,  plus  $10  a  month  for 
beverage  charges.  (Regular  members 
pay  $90  a  month.)  After  a  year,  the 
lawyers  will  be  eligible  to  join  the  club 
as  fiill-fledged  members.  "That's  as- 
suming," quips  Donald  Clutterbuck, 
a  club  director,  "they  don't  swing 
from  the  chandeliers." 

-Claire  Poole  Hi 


If  you  love  the  unspoiled 

outdoors,  and  some  of  the 

world's  finest  fishing,  this 

is  the  lure  of  a  lifetime. 

You  can  now  enjoy 

Special  Resort  Member 

privileges  for  one  or  two 

visits  at  Florida's  premier 
^  -  --  -'  ' 


after  which  you  may  apply 
for  membership. 

Ocean  Reef  Club,  just 
under  an  hour's  drive  south 
of  Miami,  offers  4,000  acres 
of  natural  splendor  and  spec- 
tacular sport.  With  unforget- 
table dives  nearby  at  the 


reef,  two  championship  golf      Plus  a  choice  of  superb 


courses  on  premises,  tennis 
and  croquet,  a  magnificent 
175-slip  marina,  and 
great  fishing  -  from 
bonefish  to  deep-sea 
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accommodations, 
restaurants  and  lounges. 
Contact  your  travel 
professional  or  call 
1-800-741-REEF  today 


Ocean  Reef  Club* 
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Key  Largo,  Florida 


READERS  SAY 


Gabelli 

Small 

Cap 

Growth 

Fund 


The  Gabelli  Small  Cap  Growth  Fund 

is  a  diversified  mutual  fund  seeking  a  high 
level  of  capital  appreciation  by  investing 
primarily  in  equity  securities  of  smaller 
grov\/th  companies. 


toerage  Annual  Retyms  Through  12/31 /93(a) 


One  Year  +14.8% 

Life  of  Fund*  +33.5% 

*From  inception  on  October  22, 1991 


For  a  prospectus,  please  call— 

1-800-GABELU 

1-800-422-3554 

Gabelli  &  Company,  Inc. 

One  Corporate  Center  •  Rye,  NY  10580-1435 

(a)  The  average  annual  returns  shown  above  are  historical  and  reflect 
changes  in  share  price,  reinvested  dividends  are  net  of  expenses  and 
includes  the  effect  of  the  fund's  maximum  4.5%  sales  charge.  Invest- 
ment results  and  the  principal  value  of  an  investment  will  vary.  The  past 
performance  as  noted  above  does  not  guarantee  future  results.  When 
shares  are  redeemed  they  may  be  worth  more  or  less  than  their  original 
cost.  The  prospectus  contains  more  complete  information,  including 
fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 


There's  a  new  kind  of  insurance: 
NO  Sales  Loads 
NO  Surrender  Charges 
High  Immediate  Cash  Value 
Tax-deferred  Interest 
Full  Cost  Disclosure 
Direct-to-Consumer  Service 

The  Wall  Street  Journal,  U.S.News, 
Barron's  and  others  say  It's  important 
to  know  about  Low-Load  Universal 
Life  from  Amerrtas  Life,  a  1 05-year- 
old,  top-rated  mutual  company. 

Call  today  for  your 
free  personal  proposal. 

VERITT^ 

A  direct-to-consumer  service  of 
Ameritas  Life  Insurance  Corp. 

F30301 


Nd  said  in 
NY,  ME,  DC 


Measuring  IQs 

Sir:  Re  "Gambler  Dan"  (Feb.  1).  The 
concept  of  intelligence  is  relative  and 
there  is  no  agreed-upon  definition  in 
the  scientific  community.  Seligman's 
thesis  that  potential  job  performance 
can  be  predicted  by  IQ  scores  is  naive, 
simplistic  and  destructive.  < 

-John  F.  Fielder 
President 

California  Institute  of  Psychology 
San  Francisco,  Calif. 

Sir:  No  consideration  is  made  for  the 
fact  that  the  American  white  on  aver- 
age has  more  availabilitv'  to  quality 
child  care,  has  better  nutrition,  has 
more  access  to  prenatal  care,  has  bet- 
ter health  care,  has  more  stimuli  in  his 
early  years,  has  a  better  family  life 
because  of  his  higher  income  and  is 
better  educated.  Imagine  if  the  differ- 
ences between  the  royalty  and  the 
peasants  of  medieval  Europe  could  be 
measured.  The  results  would  be  very 
similar  to  the  "results"  mentioned. 
-Carl  Granados 
Asheville,  N.C 

Sir:  The  only  thing  that  IQ  tests 
accurately  measure  is  one's  ability  to 
take  such  tests.  Schools  in  middle- 
class  communities  do  a  great  deal 
more  testing  of  the  students.  It  comes 
as  no  surprise,  then,  that  students 
from  middle-class  schools,  typically 
white,  do  consistently  better  in  taking 
the  tests. 

-Daniel  W.  Williams  III 
Oakland,  Calif. 

Self-monitoring 

Sir:  A  glaring  example  of  Sowell's 
thesis  ("Of  right  and  wrong,"  Jan.4) 
is  what  is  happening  to  the  medical 
profession.  In  teaching  hospitals,  all 
patients  are  examined  by  a  number  of 
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physicians  and  their  problems  dis-ltrion^ 
cussed  in  detail.  Physicians  are  moti-"'^"^'^' 
vated  to  contribute  new  information 
which  means  that  they  have  to  b^ 
abreast  of  the  literature,  and  the  can 
of  the  patient  benefits  from  the  intel 
lectual  competition,  as  well  as  fromi^ 
the  concern  of  many  people.  Thcinc?'^^ 
advent  of  peer  review  and  other  forms']' 
of  monitoring,  expensive  and  time-  i^ 
consuming,  have  done  nothing  to  Iwp " 
improve  the  quality  of  care. 
-M.  Henry  Williams  Jr.,  M.D. 
Professor  of  Medicine 
Albert  Einstein  College  of  Medicine 
Bronx,  N.T. 
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Twice  a  victim 

Sir:  Advocates   are   not  asking  for 
"special"     treatment    for    battered 
women  ("Women  who  kill,"  Jan. 
18).Wc  are  asking  that  battered  wom 
en  be  allowed  to  tell  the  jury  the  truth 
of  their  abuse  at  the  hands  of  their' 
batterers.  The  battered  women  whose 
clemency  petitions  are  before  the  gov- 
ernor of  California  pose  no  threat  to 
societ)'.   Most  of  them  have  never  pni 
committed  a  violent  crime  before,  access 
They  killed  their  batterers  as  a  last 
resort — out  of  fear  for  their  own  lives 
and/or  the  lives  of  their  children. 
They  were  victimized  twice:  once  by 
their  batterers  and  by  society's  failure 
to  answer  to  their  calls  for  help,  and 
again  by  a  criminal  justice  system 
which  failed  to  recognize  their  claims 
of  self-defense. 
-Ariella  Hyman 
California  Coalition  for 

Battered  Women  in  Prison 
San  Francisco,  Calif. 

Risky  business 

Sir:  From  reading  this  article  ("In 
praise  of  options,"  Jan.   18),  a  Jay 
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>erson  would  conclude  that  it  is  the 
lirection  of  the  underlying  com  mod - 
'lonlty,  in  this  case  the  yen,  that  primarily 
"  b  Irives  the  options  price.  In  fact,  vola- 
i^Jn  ility,  time  decay  and,  to  a  minor 
xtent,  interest  rates  play  a  part  also, 
'fon  volatility  playing  a  very  major  part. 
Till  <a-ieger  fails  to  tell  the  reader  that  it  is 
1  /ery  possible  (assuming,  for  example, 
NC  own  a  call  on  the  yen)  for  the  call  to 
.drop  in  price  even  though  the  yen 
-ises!  This  could  easily  happen  if  vola- 
cility  drops  sharply,  or  the  value  could 
oc  eroded  by  time  decay.  Options  are 
Qot  just  a  cheap  bet  on  direction. 
-Robert  Craven 
President 

Fixed  Income  Management  Group 
•San  Francisco,  Calif. 
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Subtle  racism 

,Sir:  Re  "The  hidden  clue"  (Jan.  4). 
(The  fact  that  default  rates  are  histori- 
:ally  similar  for  whites  and  minorities 
does  not  reflect  the  fact  that  many 
qualified  minority  applicants  were  re- 
jected by  a  particular  institution;  the 
point  is  not  that  minorities  have  no 
access  but  rather  how  much  addition- 
al effort  they  must  put  forth  to  gain 
access  as  a  result  of  discriminatory 
practices.  Alicia  Munnell  of  the  Fed- 
eral Reserve  Bank  of  Boston  says  that 
she  has  no  hard  evidence  that  racism 
occurs.  Well,  of  course  not!  Racism  is 
anecdotal — it's  the  security  guards 
who  follow  me,  a  young  black  male, 
around  stores  assuming  that  I  intend 
to  steal.  The  subjective  nature  of  lend- 
ing allows  similar  practices. 
-Craig  A.  Timmons 
New  York,  N.T. 

Souirce  of  revenue 

Sir:  Re  "The  accounting  games  chari- 
ties play"  (Oct.  26,  1992).  There  was 
an  oversight^'in  your  calculations  for 
the   Cancer  Research   Fund  of  the 
Damon     Runyon-Walter     Winchell 
Foundation.  The  cost  of  operating 
the  Fund's  Broadway  theater  ticket 
service  was  included  in  the  calcula- 
tions, but  not  revenues  derived  from 
this  operation.* 
-Rebecca  R.  Kry 
Executive  Director 
Cancer  Research  Fund  of  the  Damon 
Runyon-Walter  Winchell  Foundation 
New  York,  N.Y. 
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Fidelity  TUms  Change 
Into  Opportunity 

Introducing  Fidelity  Neiv  Millennium™  Fund 

Finding  unrecognized  opportunities  during  their  early 
stages  -  and  getting  tlie  most  out  of  them  -  requires 
knowing  where  to  look  and  investing  before  others 
make  the  same  discoveries. 

Non-Traditional  Stock  Investing 

Fidelity  New  Millennium  Fund  uses  "Change  Analysis," 
an  original  method  of  harvesting  information.  This 

approach  employs  a  non- 
traditional  set  of  investment 
criteria  to  seek  unusual 
opportunities  -  undervalued 
companies  with  a  particular 
niche  that  are  well-positioned 
to  meet  the  demands  of  a 
market  change.  The  ftind's 
aggressive  approach  makes  it 
more  appropriate  for  long- 
term  investing. 

It's  Easy  To  Invest  with  Fidelity 

All  it  takes  is  $2,500  to  start  investing  for  the  growth 
potential  you  want.  Or  ask  for  a  free  IRA  fact  kit,  includ- 
ing a  transfer  form,  and  start  your  IRA  v^ath  just  $500. 
Share  price  and  return  will  vary  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares. 

Visit  a  Fidelity  Investor  Center 
Or  Call  24  Hours 

1-800-544-8888 


LimUedAvaikUnlity  to 
Maximize  Potential 

Because  the  number  qflx)tenM 
companies  focused  on  developing 
(^portunities  may  be  limited,  New 
Millennium  Fund  will  seek  to  Itmit 
its  assets  to  $300  million,  after  which 
it  will  be  closed  to  new  investments. 


Fidelity 


Investments' 

Common  sense.  Uncommon  results. 


For  more  complete  information  on  New  Millennium  Fund,  including  management  fees,  expenses,  and  the  fund's  3%  sales 
charge,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 
2r  CODE:FORB/NMF/030193 


We  've  just  put  a  little  more  your  800  calls  to  any  working  P 


distance  between  ourselves 
and  the  competition. 

AT&T  800  Service  was  the 
first  to  offer  The  30  Minute 
Assurance 
Policy  The  best, 


phone,  anywhere  Or  to  a 
customized  announcement 
in  our  network.  And  all  AT&T 
800  Service  customers  are 
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most  compre- 
hensive service 
guarantee  in 
the  industry. 

We've  just 
made  it  25 
minutes  better"^  None  of  our 
closest  competitors  has  any- 
thing that  comes  close  to  it 

If  a  problem  prevents  you 
from  receiving  your  800  calls, 
AT&T  guarantees  you'll  never 
be  out  of  business  longer  than 

5  minutes  We'll  reroute 


Introducing  The 

"Never-Out-Of-Business- 

More-Than-5-Minutes'' 

AT&T  800  Assurance  Policy 
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covered**  including  interna- 
tional. (If  you're  an  AT&T 
MEGACOM^  800  Service  or 
an  AT&T  800  GOW'' Service- 
Nodal  customer,  our  account 
executives  will  need  to  work 
with  you  to  preplan  the  most 
effective  Assurance  Policy 
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n  option  for  your  business,) 

You  're  covered  for  virtu- 
ally any  kind  of  problem  that 
'  zan  disrupt  your  800  Service: 
local  telephone  company 
Problems,  equipment  prob- 
lems, or  even  something  that 
^  revents  you  or  your  employ- 
ees from  getting  to  the  office  to 
answer  calls. 

Our  new  5  Minute  800 
Mssurance  Policy  is  an  exam- 
vie  of  our  commitment  to  pro- 
viding 'customers  with  the 
most  reliable  800  Service 
anywhere. 

In  the  marketplace,  busi- 
nesses are  choosing  AT&T  800 
Service  over  our  nearest  com- 
petitor. Better  than  three  to  one. 
Thousands  of  businesses  are 


signing  long-term  contracts 
with  AT&T  because  they  trust 
our  quality  and  reliability. 
And  because  they  trust  that 
we'll  keep  widening  the  gap 
between  ourselves  and  tne 
competition. 

Because  even  though  we 
just  made  the  best  guarantee 
in  the  business  25  minutes 
better,  we  know  we're  still  5 
minutes  away  from  perfection. 

M8S.  Ihe  Best  Inlhe  Business. 

For  more  information, 
call  your  Account  Executive  or  1 800  222-0400. 
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FINE  DINING  AND  EXECUTIVE  MEAL  OPTION         PREMIUM  FRENCH  WINES  AND  CHAMPAGNE 


MULTICHANNEL  PERSONAL 
ENTERTAINMENT  SYSTEM 


DIGITAL  ELECTRONIC  CONTROL  UNIT 


38%  MORE  LEGROOM  THAN  REGULAR 
INTERNATIONAL  BUSINESS  CLASS 


STATEOFTHE-ART  ELECTRONIC 
SLEEPER  SEAT 


ADJUSTABLE  ELECTRONIC  LUMBAR  SUPPORT 


ADJUSTABLE  ELECTRONIC  FOOTREST 
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You  want  First 
Class.  You  deserve 
First  Class.  So  why 
settle  for  regular  Business  Class  on  international  flights?  That's 
wily  Continental  created  BusinessFirst^"-the  comfort  and  ser- 
vice of  International  First  Class  at  a  Business  Class  fare. 

We  started  with  a  new  custom-crafted  electronic  sleeper 
seat-the  only  true  Business  Class  sleeper  seat  of  any  major 
airline.  Our  55"  seat  pitch  provides  more  room  than  the  usual  - 
40"-42"  offered  by  other  major  airlines.  And  our  new 
BusinessFirst  cabin  features  a  spacious  two-abreast  seating  con- 
figuration so  you'll  never  have  more  than  one  neighbor  sitting 
next  to  you. 

Then  enjoy  a  new  multi-channel  personal  entertainment 
system  witn  a  high  resolution  liquid  crystal  display  and  elec- 
tronic stereo  sound,  offering  a  virtually  continuous  selection  of 
movies,  sports,  news  and  music  programs. 

You'll  also  be  treated  to  a  tempting  selection  of  appetizers, 
entrees,  premium  wines,  liquors  and  non-alcoholic  beverages. 


And  our  Executive  Meal  Option  gives  you  the  choice  of  dining 
before  or  after  our  regular  meal  service. 

We've  also  increased  the  number  of  flight  attendants  on 
every  flight.  So  you  will  enjoy  the  same  attentive  service  asso- 
ciated with  International  First  Class. 

BusinessFirst  is  now  being  introduced  on  our  flights  to 
London  and  Paris,  with  Madrid,  Munich  and  Frankfurt  starting 
soon.  And  we're  planning  service  to  the  South  Pacific  and  Tokyo 
in  Spring  1993- 

Call  your  travel  agent  or  Continental  at  1-800-231-0856 
for  more  information. 

And  discover  an  International  Business  Class  that's 
First  Class. 

Continental 

One  Airline  Can  Make  A  Differencse.'" 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


CONTRARY  TO  POPULAR  MYTH 


a  big  budget  deficit  does  not  necessarily  mean  higher 
interest  rates. 

As  Washington's  red  ink  climbed  between  1980  and 
1986,  interest  rates  dropped  like  a  stone.  Conversely, 
as  the  budget  shortfall  fell  in  1986-89,  both  in  abso- 
!  lute  terms  and  as  a  percentage  of  our  economy,  interest 
rates  went  up.  We  all  know  what's  happened  to  federal 
finances  in  the  early  1990s, 
yet  the  cost  of  money  has 
fallen  to  a  level  not  seen  in  a 
couple  of  decades. 

Alarmists  worry  that  if  Un- 
cle  Sam   is   borrowing   more, 
there  is  less  left  for  everyone 
'  else.    But    there    is    no    fixed 
amount  of  capital.  If  financial 
markets  are  growing,  ipso  fac- 
to,  more   capital   and   money 
are  created.  Financial  markets, 
in  turn,  react  to  expectations 
about  the   fiiture.   If  the   au- 
thorities are  pursuing  sensible  monetary  policies  and  if 
the    tax   burden   on   work,   profits   ancT  risk-taking   is 
declining,  people  will  bid  up  the  price  of  financial  and 
other  assets. 

In  the  early  1980s  the  inflation  fever  was  broken.  The 
budget  deficit  zoomed  because  the  government  had  no 


Year 

Federal 

Deficit 

Change 

3-month 

30-year 

deficit 

as 

in 

Tbill 

Tbond 

($bil) 

%  of  GDP 

CPI 

rate 

rate 

1980 

$73.8 

2.7% 

12.4% 

11.4% 

11.3% 

1982 

128.0 

4.1 

3.8 

10.6 

12.8 

1984 

185.4 

4.9 

3.9 

9.5 

12.4 

1986 

221.2 

5.2 

1.1 

6.0 

7.8 

1988 

155.2 

3.2 

4.4 

6.7 

9.0 

1990 

220.5 

4.0 

6.1 

7.5 

8.6 

1992 

290.2 

4.9 

2.9 

3.4 

7.7 

Sources; 

0MB;  Commerce  Department; 

Oouncii  of  Economic  Advisers; 

-ederal  Reserve. 

more  inflationary  revenue  windfalls  (before  Reagan's  tax 
cuts,  inflation  kicked  people  into  higher  tax  brackets  even 
though  their  real  incomes  went  down)  and  because  of  the 
military  buildup  that  ended  the  Cold  War. 

When  there  is  prosperity,  budget  deficits  eventually 
decline  as  government  tax  receipts  grow.  By  early 
1989,  state  and  municipal  budget  surpluses  just  about 

equaled  Washington's  red  ink. 
But  the  boom  boosted  de- 
mand for  capital,  and  hence 
the  price  of  money  moved  up. 
Moreover,  we  were  in  one  of 
our  periodic  trash-the-dollar 
moods,  and  that  boosted  in- 
terest rates,  too.  Weak  money 
begets  inflation. 

From  1990-93  the  deficit 
mushroomed  thanks  to  the  tax- 
and  regulation-induced  reces- 
sion. Interest  rates  went  down 
because  the  demand  for  capital 
went  down  and  because  the  Fed  largely  pursued  noninfla- 
tionary  policies. 

The  policy  implications  are  clear:  Lower  interest  rates 
come  from  a  sound  dollar;  lower  budget  deficits  come 
from  both  lower  taxes  on  work  and  capital  and  a  mini- 
mum of  antibusiness  regulations. 


AMERICA'S  NEW  ISOLATIONISM 


WE'RE  PRECIPITOUSLY  CUTTING  BACK  the  number  of  U.S. 
troops  based  overseas.  In  Western  Europe  we  have  gone 
fi-om  300,0Q0  to  185,000,  and  if  present  trends  continue, 
that  number  will  actually  drop  to  under  100,000  in  the 
next  couple  of  years.  Military  strength 
is  also  declining  at  other  foreign  bases .  |  ^^^^^^^~"^~' 
The  Cold  War  is  over;  we  don't  at  ^ 

g 

the  moment  have  a  monolithic  ene-  | 
my.  But  without  a  forceftil  U.S.  pres- 
ence overseas,  the  forces  of  chaos  and 
aggression  will  grow  in  strength.  The 
magnitude  of  these  cutbacks  is  ex- 
tremely shortsighted. 

U.S.  policymakers  console  them- 
selves with  the  thought  that  if  we 
have    "rapid   response    capabilities" 


They  do  more  good  over  there  than  over  here 


stationed  here  in  the  U.S.,  we  can  quickly  apply  American 
force  to  any  world  trouble  spot,  such  as  Bosnia,  where 
there  is  talk  of  joining  a  U.N.  peacekeeping  force.  Even 
the  U.S.  Army  has  bought  into  this  fallacious  notion. 

The  blunt  truth  is  that  without 
troops  overseas  our  ability  to  pre- 
vent trouble  diminishes  exponential- 
ly. By  maintaining  a  sizable  presence 
in  Europe,  the  U.S.  will  have  deci- 
sive influence  in  rallying  allies  and 
will  have  credibility  with  would-be 
troublemakers.  Corporate  managers 
usually  don't  pay  attention  to  out- 
side investors  if  they  hold  no  shares; 
geopolitically,  our  troops  are  the 
equivalent  of  big  blocks  of  shares. 
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If  the  world  senses  that  we  are  withdrawing,  others  will 
move  in  to  fill  the  vacuum.  Serbia's  Hitleresque  boss, 
MiloseWc,  has  successfully  played  European  nations  off 
one  another.  In  1991  the  U.S.  should  have  used  NATO 
to  respond  to  his  aggression,  which  now  is  encouraging 
other  nationalities  to  settle  old  scores  by  bloodshed  and  is 
threatening  to  cause  wider  war. 

In  Asia,  China  is  rapidly  arming.  Without  a  meaningful 
U.S.  militan'  presence  stationed  in  that  region,  Japan  and 
Russia  will  eventually  respond  by  beefing  up  their  own 


militaries,  with  all  the  consequences  that  entails.  More- 
over, in  not  too  many  years  numerous  nations  will  have 
the  technological  capabilit}'  to  send  missiles  hundreds  and 
then  thousands  of  miles. 

Clinton  and  Congress  are  not  using  old-time  isolation- 
ist rhetoric,  but  their  budgetar\'  decisions  are  speaking 
that  same  language.  Unless  these  isolationist  trends  are 
reversed,  we  w^  eventually  have  to  sacrifice  immeasur- 
ably more  U.S.  blood  and  treasure  to  help  curb  the  forces 
our  shortsightedness  helped  to  create. 


ALARMING  DRIFT 


President  Clinton  is  in  danger  of  becoming  our  most 
protectionist  President  since  Herbert  Hoover.  Unless  he 
decisively  sets  forth  his  principles  on  trade,  his  Adminis- 
tration will  be  bombarded  with  protectionist  appeals  that 
will  then  be  hard  to  resist  politically. 

The  Commerce  Department  has  slapped  prohibitive 
duties  on  steel  imports  from  19  countries,  including  the 
struggling    democracv 

of  Poland.  The  auto  m-        HOOVER  SIGNS  TARIFF  BILL 

dustn'  already  thinks  it 
has  won  the  battie  to 
have  duties  boosted 
tenfold  on  imported 
minivans.  Other  indus- 
tries and  companies  are 
tr\'ing  to  erect  barriers 
against  imports. 

The  Commerce  De- 
partment is  t\\isting 
the  U.S.  dumping  law  to  prohibit  or  inhibit  more  and 
more  imports.  The  law  allows  us  to  calculate  arbitran' 
profit  margins  on  what  foreign  products  should  earn  and 
to  be  equally  arbitrar\'  in  deciding  if  these  items  are  selling 
at  the  "correct"  prices. 

The  Administration  has  already  slowed  down  passage 


and  implementation  of  the  North  American  Free  Trade 
Agreement.  Just  as  ominous,  the  White  House  appears 
indifferent  to  successfiilly  completing  negotiations  for  a 
new  global  agreement  to  reduce  trade  barriers,  the  so- 
called  Uruguay  Round. 

One  of  the  most  powerful  engines  of  the  post-World  War 
II  boom  \\  as  the  explosive  growth  of  international  trade 

and  its  resultant  capital 
U.S.  Imposes  Heavy  Tariffs      \ 
On  Steel  From  19  Countries 


PERIL  TOWARDEBTS 

SEEN  IN  OUR  TARIFF 


European  Critics  Fear  Difficulty 

in  Making  Paynienls  if  Trade 

With  Ut  It  Curtailed. 


Canada  Imposes  Tariffs  cm  Steel  From  U.S. 


Europe  Threatens  Retaliation  on  Steelj 


Clinton  had  better  firm  up  free-trade  policies. 


movements.  Unless  the 
new  Administration  is 
firmly  committed  to 
more  trade  liberaliza- 
tion, this  momentum 
will  grind  to  a  halt.  All 
economies  will  suffer. 

Remember,  it  was 
a  U.S. -triggered  trade 
and  currency  war  that 
brought  on  the  Great 

Depression.  The  1929-30  Smoot-Hawley  Tariff  was  the 

chief  villain.  The  danger  today  is  an  accumulation  of 

measures  having  a  similar  impact. 

Will  Clinton  have  the  backbone  and  foresight  of  his 

hero  John   Kennedy,  who  forcefiilly  and  successfiilly 

pushed  for  freer  trade.' 


-The  New  York  Times,  1993 


UNLEASH  BANK  LENDING 


The  President  and  Treasury  Chief  Bentsen  can  enor- 
mously help  the  economy  by  ending  the  reign  of  terror  of 
federal  bank  examiners. 

In  the  aftermath  of  the  savings  and  loan  debacle, 
commercial  bank  regulators  vowed  that  they  wouldn't  be 
accused  of  laxness.  But  they  overreacted.  In  numerous 
cases,  for  example,  banks  were  forced  to  take  reserves 
against  loans  where  both  payments  for  principal  and 
interest  were  current.  Examiners  claimed  that  there 
wasn't  sufficient  collateral. 


Bankers  drew  the  obvious  conclusion:  Why  risk  regula- 
tor)' ire  by  making  loans  to  business  borrowers.'  With 
interest  rates  falling,  banks  could  borrow  at  3%  and  lend 
to  Uncle  Sam  at  5%  or  6%,  thus  making  money  without 
risking  hostile  questions  from  regulators.  This  caution 
has  hurt  the  pace  of  recover)'. 

The  new  Administration  could  also  sensibly  modify  the 
excessively  harsh,  detailed  rules  embedded  in  the  banking 
bill  passed  in  late  1991.  These  and  other  rules  cost  the 
entire  banking  industry  up  to  $17  billion  a  year. 


NEO  NERO  WOLFE 


Silver  Spire,  a  Nero  Wolfe  mystery — by 
Robert  Goldsborough  (Bantam  Books,  S19). 
If  vou  can't  have  a  seance  with  Nero  Wolfe 
creator  Rex  Stout,  the  next  best  thing  is 
reading  a  Goldsborough  mystery,  a  superb 
facsimile  of  the  old  master's. 

Here  Wolfe's  smart-alecky  but  character- 
discerning  sidekick,  Archie  Goodwin,  relates 
how  the  portly  detective  unravels  the  source 
of  evildoing  at  a  newish  New  York  church, 


NEKO 
WOLfE 


where  its  charismatic,  public-relations-mind- 
ed minister  has  attracted  the  allegiance  of 
thousands  of  parishioners.  Some  church  offi- 
cers are  rather  unchnstian.  One  of  Wolfe's 
freelance  legmen  is  accused  of  murder.  The 
case  is  hampered  by  Wolfe's  own  version  of 
a  nervous  breakdown.  But  our  hero's  secu- 
lar-mindedness  doesn't  diminish  his  biblical 
knowledge,  which  he  uses  brilliantly  to  crack 
this  case.  Bl 
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8*»-222-TREE 


One  smart  business  cal 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
luxuries  you  Hke  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

When  your  travels  take  you  to  Canada,  consult  your  travel  professbnal  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hoteb  &  Resorts. 


How  long  does  a  car  stay  new?  For  the  creators  of  the  Infiniti  J30",  it  isn't 


simply  a  question  of  time,  but  rather  a  matter  of  style,  engineering,  and  dare  we 


say,  emotion 


.  { It's  definitely  not  a  car  that 


years  from  now  you'll  say,  "What  was 

1   Llllll Keltic  •         J   The  J30  echoes  the  good  design  thinking  of  the  past. 
At  the  same  time,  it  gives  us  a  glimpse  of  what  will  be.  In  terms  of  luxury, 
performance,  even  responsibility.  Qualities  which  keep  the  great  cars  on  the 
road.  And  in  our  hearts. 


INFINITI 


O  1992  Infimtt  Division  of  Nissan  Motor  Corporation  in  U.S.A. 


J30t 


Other  Comments 


Taxing  Occupations 

Adam  Smu  h  once  asked  me,  "Why  is  it 
an  inventor  can  sit  in  a  room  tor  five 
years  with  a  sheet  of  paper  and  a  pencil, 
and  when  he  finally  comes  up  with 
something,  it's  capital  gain;  but  when 
writers  do  the  same  thing,  it's  current 
income,  which  is  heavily  taxed?" 
-Tom  Wolfk,  Esquire 

This  Is  a  Stickup! 

U.S.  TAXPAYERS  may  be  stuck  with  a 
bailout  of  World  Bank  bonds.  One 
World  Bank  report  evaluated  359 
projects  [and]  reached  the  astounding 
conclusion  that  36%  of  them  had  failed 
by  the  time  their  fiinding  was  complet- 
ed and  that  only  half  of  the  remain- 
ing 64%  would  survive  over  time. 

Another  report  sees  "a  gradual  but 
steady  deterioration  in  portfolio  per- 
formance." It  turns  out  that  the  best 
way  to  get  promoted  in  the  World 
Bank  was  to  make  a  lot  of  loans.  To 
justify  churning  out  loans,  optimistic 
financial  techniques  were  used  that 
overestimated  the  likely  success  of  the 
projects  that  were  being  financed.  In 
effect.  World  Bank  employees  built 
successfiil  and  lucrative  careers  by  con- 


structing a  shaky  loan  portfolio.  If  the 
same  standards  were  applied  to  them 
as  were  applied  to  S&L  executives 
and  directors,  they  would  be  facing 
liability  suits,  shareholder  outrage  and 
possible  criminal  prosecution. 
-Paul  Craig  Roberts, 
Washington  Times 

Except  Maybe  Chop  Suey 

Levi  Strauss  &  Co.  shirts  marked 
"Made    in    China"    also    bear    the 
slogan  "Nothing  is  more  American 
than  Levi's." 
-The  Pro£iressive 

Smoke  and  MiiYors 

The  CoMiViERCT:  Department  [has] 
announced  that  companies  from  19 
foreign  nations  have  been  found 
guilty  of  dumping  steel  on  the  U.S. 
market  and  has  imposed  provisional 
tariffs  as  high  as  109.22%. 

Though  Commerce  calculates  its 
"less  than  fair  value"  dumping  mar- 
gins down  to  the  second  decimal 
point,  the  final  numbers  are  often  the 
result  of  smoke  and  mirrors.  Its  ex- 
treme rulings  in  the  dumping  cases 
are  in  the  protectionist  spirit. 


Berry's  World 


•  NNk|tN(«.ML 


"When  I  grow  up,  I  want  to  be  responsible  to  no  one.  I 
want  to  have  great  power  and  unlimited  funds.  I  want 
to  be  AN  INDEPENDENT  COUNSEL." 


Commerce  cannot  clobber  foreign  | 
sellers  without  also  harming  Ameri- 
can buyers.  It  is  sacrificing  the  major- 
it)'  of  American  heavy  industry  to| 
gratify  a  few  greedy  steel  producers. 
-James  Bovard,  Wall  Street  Journal 


All  traditional  methods  of 
dieting  have  amounted  to  a 
myth  as  big  as  communism, 
and,  like  communism,  they 
are  destined  to  collapse. 
-MiCHKL  MONTIGNAC,  French 
diet  expert.  New  York  Times 

Double  Standards 

Look  at  the  Zoe  Baird  nomination 
story  and  imagine  that  the  genders 
had  been  reversed.  I  think  a  male 
nominee,  with  all  the  other  facts  the 
same,  might  well  have  been  con- 
firmed as  Attorney  General.  Part  of| 
the  public  feeling  was  class  resent- 
ment of  Ms.  Baird's  $500,000  salary. 
Would  anyone  have  complained,  or 
noticed,  if  a  male  lawyer  earning  that 
kind  of  money  had  been  the  nomi- 
nee.>  Not  bloody  likely. 

Senator  Joseph  Biden  asked  Ms. 
Baird  to  state  how  many  hours  she 
was  away  from  her  child.  Would  he 
have  asked  that  of  any  male  nominee.'' 

A  sense  of  proportion  was  lacking, 
too,  in  discussion  of  the  wrong  that 
Ms.  Baird  admitted.  Millionsof  Amer- 
icans have  used  illegal  aliens  for  child 
care.  For  the  press  to  speak  of  a  grave 
mistake  was  grotesque  hyperbole. 
-Anihony  Lewis,  New  Tork  Times 


Quick  Study 
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Drl'ggisi  Boh  Boring  was  laughing 
when  he  told  me  about  the  lady  who 
came  into  his  store  to  have  a  prescrip- 
tion filled.  She  was  accompanied  by 
her  four-year-old  daughter.  He  hand 
ed  the  mother  her  medication  and 
gave  the  little  one  a  piece  of  candy. 

"What  do  you  say  to  Mr.  Boring?" 

the  mother  inc]uired  of  her  child. 

"Charge  it,"  was  the  small  one's  replv. 

-"Jab's  Gab," 

Benton  County  (Mo.)  Enterprise  WtB 
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Only  Schwab  combines  the  No-Fee  IRA  with 
the  single  best  way  to  buy  mutual  funds. 


Jo  annual  IRA  fees. 
Guaranteed  for  a  lifetime. 

Schwab  makes  you  that  promise  when 
:u  open  your  No-Fee  IRA!  And,  now  we've 
ided  over  90  well  known  no-load,  no-commis- 
on,  no-transaction  fee  mutual  funds  from 
ading  fund  families!*  No  one  else  offers  so 
lany  investment  advantages  in  one  innovative 
ackage.  No  one/ 

lie  Price  Advantage. 

You'll  pay  no  fees  to  buy  or  sell  these  funds.  With  a  No-Fee 
RA  every  penny  of  your  investment  dollar  goes  to  work  for 
ou  immediately 


Choose  from  over  90 
no-load  funds  from  leading 
fund  companies  including: 


Janus 

Founders 

Schwab 

INVESCO's 
Financial 


The  Simplicity  Advantage. 

Now,  it's  possible  to  invest  in  funds  from 
multiple  fund  companies  with  one  phone  call 
and  in  one  IRA.  And  no  matter  how  many 
funds  you  choose  you'll  receive  a  single,  easy- 
to-understand  statement. 

The  Convenience  Advantage. 

Finally  regardless  of  how  many  IRAs  you 
have  at  banks,  mudaal  fui  d  companies  or 
full-commission  brokers  you  can  bring  them 

all  to  Schwab  easily  and  quickly  We'll  take  care  of  the  details  for  you. 

It  leads  to  a  simple  conclusion:  maybe  it's  time  to  come  to  Schwab. 

Visit  your  local  Schwab  office  or  call  1-800-442-5111  CXt  345 


Dreyfus 

Berger 

SteinRoe 

Neuberger 
&  Berman 


Charles  Schwab 

Helping  Investors  Help  Themselves 


TM 


iRA  must  have  $10,000  in  assets.  Limited  time  offer.  We  wi  provide  you  with  a  free  prospectus  containing  more  information  for  any  hmd  available  through  Schwab.  Please  review  prospectus  carefully  before  investing. 

"Available  ftinds  may  change.  Fees  may  be  reinstated  TVansaction  fees  may  apply  if  you  make  5  or  more  short-term  redemptions  (sales  of  funds  held  6  months  or  less)  within  12  months. 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissoiy  notes  still  apply  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  SIPC/NYSE 


When  you  buy  a  truck  from  Ryder, 
you  know  you're  buying  a  truck 
that's  been  used- 
but  not  abused. 

That's  because 
from  the  day  each 
new  vehicle  joins  our  fleet,  it  goes 
on  the  most  rigorous,  carefully 


designed,  preventive  maintenance 
program  in  the  industry  Ours. 

With  check  up 
m--,,i.-Jli  ^Im&miii  after  check  up. 
Inspection  after 
inspection. 
Regularly  scheduled  and  performed 
by  Ryder-certified  mechanics  to 


make  sure  every  one  of  our  truiforji 
tractors,  and  trailers  is  in  excel 
working  order. 

And  with  one  final,  painstal 
inspection  right  before  it  goes 
the  market.  To  make  sure  it  m 
our  Road  Ready  requirements. 

But  you  don't  have  to  takc^ 


DON'T  THINK  OF  IT  AS  USED, 

THINK  DF  IT  AS  HAVING  UNDERGONE 

EXTENSIVE  ROAD-TESIVia 


ni  :d  for  it.  Because  every  Ryder 
ce  d  vehicle  comes  with  its  own 
intenance  Record.  And  you  can 
a  ck  it  out  yourself. 
!^  k)  if  you're  looking  for  a  used 
"*k,  look  to  Ryder.  Well  find  a 
le  that  has  the  ideal  specs  to 
•iir  needs.  We'll  help  qualified 


buyers  with  financing.  And  we'll  give        So  call  us  at  1-800-USED-TRK, 
you  a  unique,  30-day  limited  warran-    ext.  90.  Today  And  take  a  Ryder 
ty  that  shows  just  how  confident  we     used  truck  for  a  little  road  test  of 
are  about  the  superiority  of  our  your  own. 

maintenance  standards. 

The  way  we  look  at  it,  taking  care 
of  our  trucks  is  the  only  reasonable 
way  to  take  care  of  business. 


^^'i:i^^^'^'^'^^3'"!i'iH:Kl 


77?^  standard  of  the  industry. 


/ 


C  \C^^^^^  ^^^  never  been 
^■^^     so  close  to  home. 
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rom  the  moment  you  step  into  a  Hotel  Sofite 
you  notice  something  different.  There's  some- 
thing more  inciting.  More  chaiming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow . 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  awav 
from  yours.  Just  ask  your 
travel  agent  or  call 
1-800-SOFITEL. 


Hotel  Sofitel 

NORTH      AMERICA 


CHICAGO     •     HOUSTON     •     LOS  ANGELES     •     MIAMI     •     MINNEAPOLIS     •     .SAN  IRANCISCO  HAY 
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Gommentairy 

)n  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


PRESroENTIAL  TRANSITIONS 


\     ^i         I '     mm 


It  seems  to  be  generally  agreed  that  this  presidential 
transition  was,  well,  not  particularly  tidy  and  is,  in  fact, 
still  going  on.  Virtually  all  of  the  Bush  Administration's 
policymaking  appointees  vacated  their  offices  at  the  re- 
iquest  of  the  incoming  Administration,  which  had  appar- 
ently overlooked  the  fact  that  necessary  investigations  of 
mew  appointees.  Senate  confirmations  and  the  general 
setding-in  process  take  several  months. 

These  problems  are  not  endemic  to  the  Clinton  Ad- 
ministration; some  of  these  delays  are  inherent  in  the 
standard  practice  of  all  our  presidential  campaigns  and 
transitions.   Herewith,  a  sugges- 
tion as  to  how  we  could  do  better: 

A  most  fi.mdamental  and  neces- 
■sary  change  is  to  recognize  that 
the  presidential  and  vice  presiden- 
tial candidates — the  only  ones  we 
consider  during  the  long  runup  to 
the  election  and  transition  period 
following — are  not  the  only  peo- 
ple needed  to  bring  about  changes 
the  candidates  promise. 

It  would  be  better  if,  as  part  of 
the  endless  primary  campaigns,  the 
convention  period  and  the  long  fall 
electoral  process,  we  were  told  from  the  onset  who  each 
candidate's  major  appointees  would  be.  The  public  would 
have  a  better  idea  of  what  the  Administration  they  were 
asked  to  vote  for  in  November  would  look  like  in  January. 
The  planned  appointees,  along  with  the  presidential  and 
vice  presidential  candidates,  would  have  a  far  longer  and 
much  needed  period  of  getting  used  to  working  together 
and  plannin^for  the  appointments  of  the  midlevel  officials 
who  actually  do  so  much  of  any  Administration's  work. 

As  it  is,  a  presidential  candidate  may  be  persuaded  to 
say  in  September  and  October  that,  if  elected,  he  or  she 
will  appoint  one  of  this  and  one  of  that  to  the  Cabinet 
(never  naming  names).  But  ordinarily  we  must  wait  until 
.  late  December  or  mid- January  to  learn  who  (if  the  Senate 
concurs)  will  be  running  the  great  departments  of  gov- 
ernment and  who  will,  therefore,  be  the  instruments  for 
carrying  out  the  candidate's  policies. 

How  much  better  it  would  be  if  throughout  the 
campaign  we  knew  we  were  voting  not  just  for  Mr. 
Clinton  or  someone  we  perceived  as  the  winner  of  a 


President  Clinton  and  his  Cabinet: 

Is  there  a  better  way? 
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presidential  debate  or  someone  who  talked  vaguely  about 
change  and  doing  better,  but  that  by  voting  for  Mr. 
Clinton  we  would  have  Mr.  Christopher  as  Secretary  of 
State,  Mr.  Aspin  as  Secretary  of  Defense  and  someone  who 
did  not  employ  illegal  household  help  as  Attorney  Gener- 
al. This  would  enable  the  appointees  to  start  assembling  a 
team,  learning  about  the  more  immediate  issues  requiring 
decisive  action  and  preparing  for  confirmation  hearings. 
These  vital  tasks  would  be  spread  out  over  several  months 
instead  of  being  compressed  into  a  week  or  two  in  January, 
when  the  principal  preoccupation  seems  to  be  the  inaugu- 
ral parade  and  inaugural  balls. 

This  is  by  no  means  a  novel 
suggestion.  It  is  the  standard  prac- 
tice in  Great  Britain,  where  the 
government  has  its  slate  of  minis- 
ters and  the  opposition  has  its  so- 
called  shadow  ministers — those 
who  would  run  the  departments 
in  the  event  the  opposition  wins. 
It  is  quite  true  neither  list  is  or  can 
be  immutable.  The  ministerial 
team  can,  of  course,  be  changed, 
and  the  "shadow"  ministers  may 
not  always  succeed  to  office 
should  the  opposition  win,  but  at  least  the  people  have, 
prior  to  the  time  they  vote,  a  better  idea  of  what  an  entire 
government  would  be.  Were  this  done  in  the  U.S.,  we 
would  be  able  to  make  informed  decisions,  and  the 
postelection  process  would  certainly  be  far  smoother  and 
more  effective  than  our  most  recent  transition  has  been. 
Of  course,  many  candidates  would  prefer  not  to  name 
their  principal  appointees  during  the  campaign  because  it 
might  give  people  a  reason  to  vote  against  them.  But,  as  of 
this  writing,  most  of  the  positions  of  deputy  secretaries, 
assistant  secretaries  and  their  staffs  are  vacant,  relegating 
what  decision  making  there  is  to  senior  and  junior  civil 
servants  having  to  act  with  only  the  vaguest  idea  of  what  the 
policy  direction  might  be  if  policy  officials  were  in  office. 
This  is  not  quite  as  critical  in  some  areas  as  it  is  in 
others,  but  it  is  fortunate  that  the  U.S.  is  not  in  the 
middle  of  any  threatening  crisis.  (It  might  be  added  that 
one  of  the  reasons  we  are  not  in  the  middle  of  such  a  crisis 
is  that  we  still  do  have  great  military'  strength — and  will 
have  until  threatened  drastic  budget  cuts  take  effect. )§■ 
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FREE  Special  Report  Exposes. 


The  Great  Muni  Bond  TRAP: 
^^Mniii  Bonds  Are  MOT  Tax  Free'^ 


"Don't  be  fooled!  Munis  are  income  tax  free  but 
NOT  estate  tax  free.  You  and  your  family  could 
needlessly  throw  away  millions  of  dollars!'' 

1  hat's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report:  Income  & 
Estate  Tax-Free  Muni  Bond  Alternatives  he'd  like  to  send  you.  You'll  discover 
how  to  make  your  muni  bond  money  income  and  estate  tax  free...increase 
your  yearly  income... and  triple  your  family's  inheritance. 


Barry  Kaye,  Amenca's 
Ml  expert  on  estate  tax 
cost  discounts . . . 
author  of  Sa\/e  A 
Fortune  On  Your  Estate 
Taxes . . .  and  founder 
and  chairman  of  Wealth 
Creation  Center^". 


Among  Barry  Kaye's  wealthiest  clients,  municipal 
bonds  are  common  investments.  They  all  know  that 
munis  are  income  tax  free. 

But  most  fail  to  realize  the  costly  results  of  munis  not 
being  estate  tax  free.  Here's  a  shocking  example: 

The  $550,000  Disaster 

Let's  assume  your  net  worth  is  $5,000,000  or 
more.. .you  are  in  the  40%  tax  bracket.. .you  have 
$1,000,000  in  a  municipal  bond. ..and  your  return  is  5% 
over  the  next  15  years. 

On  the  positive  side,  your  muni  saved  you  $300,000 
on  your  income  taxes  over  15  years. 

But  in  reality,  upon  your  death,  $550,000  of  the 
muni's  value  will  BE  DUE  for  estate  taxes. 

Your  children  and /or  heirs  will  receive  only  45%  of 
the  $1,000,000  original  investment.  You  will  LOSE 
$550,000! 

In  your  FREE  Special  Report,  Income  &  Estate  Tax-Free 
Muni  Bond  Alternatives,  you'll  discover  how  you  can 
legally  recover  this  $550,000  loss — and  even  more — plus 
reduce  your  entire  estate  tax  cost  by  up  to  907o.* 

The  key  is  found  in... 

Innovative  Alternatives  For  Your  Muni  Bond  Money 

For  over  30  years,  Barry  Kaye  has  been  at  the 
forefront  of  wealth  creation  and  preservation  for  success- 
ful people  with  estates  valued  at  $3,000,000  or  more. 

Recently,  he  has  gained  national  acclaim  for  innova- 
tive muni  bond  alternatives.  Using  the  $1,000,000 
example,  here's  what  you  can  do  with  these  powerful 
alternatives  (each  detailed  in  your  FREE  Special  Report)... 

■  You  can  increase  your  yearly  after-tax  income  by  as 
much  as  $42,227. 

■  You  can  increase  your  net  return  to  your  family  by  as 
much  as  $1,000,000. 


■   You  can  preserve  the  wealth  it's  taken  you  a  lifetime 
to  build. 

You  can  apply  these  alternatives  to  Ginnie  Maes,  Treasuries, 
Governments  or  any  investment  earning  5%  after  taxes. 


$9  to  $1 3  Billion  in  Muni  Bonds 

will  be  called  in  early  1993 
before  scheduled  maturity  dates 


Using  our  new  muni  bond  alternative,  you  can  still 

get  yields  of  5-20%  depending  on  your  age. 

Also,  your  assets  can  be  estate  tax  free. 


&  tstate 

Tax-Free 

Muni  Bond 

Alternatives 


CaU  ToU  Free  1-800^3-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of 
the  Special  Report:  Income  &  Estate  Tax- 
Free  Muni  Bond  Alternatives  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 

Available  in  fine 
bookstores  everywhere 

"Mucli  useful  advice  from  a  man  wfio 
has  so  much  useful  advice  to  give." 
—  l\/1alcolm  S.  Forbes,  Jr 
President  &  Editor-in-Chief, 
Fortes  !\Aagazine 


Wealth  Creation  Centers'^ 

/\;;;cr/(V('s  Vorciuo^t  Islntc  Tax  Co^t  D/scoi////  S/i('(/((/;s/s 

Barry  Kaye  Associates 


Call,  fax  or  write: 

1901  Avenue  of  the  Stars,  Suite  500 

Los  Angeles,  California  90067 

1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

01993  Whaitii  CKi;ArioN  CI'NTIRS 

•  Discounted  tax  costs  based  on  current  assumptions,  other  requirements  and  a  last-to-dio  life  insurance  policy  or  nn  individual  policy. 


CAVEAT:  This  is  only  effective  If  you  are  over  age  60,  have  $300,000  In  Munis,  T-Bllls  or  IRAs,  and  can  qualify . 


You  can  guarantee  your  muni  bond  money  will  be 
income  AND  estate  tax  free. 

You  can  give  no-cost  gifts  to  charity. 


II 
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WHAT'S  AHEAD  FOR  BUSIHESS 


EDITED  BY  HDWARD  BANKS 


Good  news,  bad  news  and  backbone 


There  is  a  dark  side  to  the  wonderflil  news 
that  productivity  increased  by  2.7%  for  the 
wliole  nonfarm  economy  in  1992 — the  best 
performance  in  20  years.  So  what's  not  to  like.^  A 
large  part  of  the  improvement  has  come  about 
because  business  continues  to  lay  off  surplus 

Different,  and  better,  this  time 

Productivity  (percent  change  from  previous  year) 
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Source:  Morgan  Stanley  estimates  based  on  Bureau  of  Labor  Statistics  data 

Given  this  economic  recovery's  slow  growth,  pro- 
ductivity is  increasing  twice  as  fast  as  usual. 


workers  or  is  reluctant  to  add  new  jobs. 

First,  though,  the  best  part  of  the  good 
news.  Service  sector  productivity  in  the  fourth 
quarter  of  1992  rose  at  a  3%  rate.  That's  not  far 
behind  manufacturing's  3.5%  improvement. 

Surges  in  productivity  in  services  as  well  as 
manufacturing  are  normal  in  a  period  of  eco- 
nomic recovery;  ser\dces  saw  a  two-stage  surge 
in  the  early  1980s  (see  top*chart).  But  there  is 
reason  to  believe  that  what's  happening  this 
time  is  different,  says  Stephen  Roach,  a  senior 
economist  with  Morgan  Stanley. 

The  service  sector  is  increasingly  subject  to 
powerful  competitive  pressure,  from  within  the 
U.S.  but  also  from  abroad.  "This  has  led  to  a 
job  shakeout  that  is  an  inevitable  byproduct  of 
market  globalization,"  says  Roach.  He  adds 
that  the  productivity  increase  is  about  double 
the  rate  that  would  normallv  be  associated 
with  1992's  modest  2%  increase  in  gdp. 

Clearly,  the  service  sector  is  beginning  to 
reap  the  rewards  of  cost-saving  investments 
made  in  high  technology  during  the  1980s. 
The  result  can  best  be  seen  in  such  areas  as 
financial  back  offices — when  two  banks 
merge,  for  example,  computerization  means 
that  one  set  of  accounting  staff  can  do  the 
work  of  two. 

This  gets  us  to  the  glass-is-half-empty  side 
of  the  productivity  story  Costs  are  cut,  but  so 
are  jobs.  Computers  allow  point-of-sale  infor- 


mation to  be  used  to  eliminate  workers  who 
used  to  manage  inventories. 

A  major  disappointment,  says  Roach,  is  the 
lack  of  productivity  improvement  so  far  among 
the  44%  of  service  sector  workers  he  calls 
knowledge  workers  (such  as  doctors,  la\\yers, 
corporate  strategists,  the  media).  They  still  use 
powerful  personal  computers  mostly  as  elabo- 
rate typewriters  and  calculators. 

The  effect  of  competitive  pressure  on  ser- 
vice sector  jobs  is  more  or  less  identical  to  what 
has  happened  in  manufacturing.  Workers  with 
special  skills  are  doing  fairly  well;  those  without 
skills  are  out  of  luck  (see  lower  chart). 

This  raises  a  difficult  question  for  the  Clin- 
ton Administration,  which  is  hanging  its  hat  on 
being  able  to  expand  the  country's  employ- 
ment base.  There  is  the  distinct  possibility  that 
the  unemployment  rate  will  stop  falling  later 
this  summer,  says  Marvin  Kosters,  an  economist 
at  the  American  Enterprise  Institute.  It  could 
even  go  up  a  bit,  he  says. 

How  come.>  The  combination  of  slow  GDP 
growth  (under  3%)  and  improved  productivity 
leading  to  weak  job  creation  could,  says  Kos- 
ters, coincide  with  the  summer's  flood  of  new 
entrants  leaving  school  for  work. 

Such  an  outcome  would  lead  to  inevitable 
moans  from  labor  unions  and  the  liberal  wing  of 
Congress  that  the  anticipated  $20  billion  job 
stimulus  package  had  already  "failed."  (In  reali- 

Jobs  for  tlie  stcilied 

White-collar  employment  in  the  service  sector  (percent  change) 


10% 


Professional  specialty 


'84     '85     '86     '87     '88     '89     '90     '91     '92 

Source:  Morgan  Stanley  estimates  based  on  Bureau  of  Labor  Statistics  data 

In  the  service  sector,  new  jobs  are  being  created 
but  mostly  for  those  with  skills  or  qualifications. 


ty,  its  effect  will  not  be  felt  until  12  to  18 
months  after  it  is  enacted.) 

It  would  take  considerable  backbone  for  the 
White  House  to  resist  calls  for  a  fiarther,  budget- 
busting  job  creation  package.  Is  there  a  back- 
bone specialist  in  the  White  House?  1^ 


March  1,  1993 
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The  Forbes  Index  (1967=100) 
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Percent  change         1.6% 
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While  there  will  be  at  least  two  more  official  revisions,  the 
Commerce  Department's  first  release  on  fourth-quarter 
gross  domestic  product  shows  the  economy  growing  (net , 
of  inflation)  at  a  healthy  annual  rate  of  3.8%.  New  orders 
for  durable  goods  increased  a  robust  8.7%  in  December 
from  the  previous  month.  The  index  of  leading  indicators, 
calculated  by  the  Bureau  of  Economic  Analysis,  rose  1 .9%. 
Another  bit  of^encouraging  news:  Productivity  (as  mea- 
sured by  output  per  hour  of  labor)  rose  at  an  annualized 
rate  of  4%  in  the  fourth  quarter. 
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Other  key  rates 

Source 

Status 

Prime  rate 

Auto  sales  year  to  date  vs  1992' 

Index  of  leading  indicators  Dec  vs  Nov 

Chase  Manhattan  Bank 

6.0% 
4.4% 

Ward's  Automotive 

Dept  of  Commerce 

1.9% 

Trade  balance  12  months  ended  Nov  1992 
All-commodity  producer  price  index  Dec  vs  Nov^ 
GOP  4th  quarter  vs  3rd — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Oepl  of  Commerce 

-$81bil 

Dept  of  labor 
Dept  of  Commerce 
Federal  Reserve 

-0.2% 
3.8% 
2.0% 

'  U.S.-based  manufacturers,  excludes  imports,  as  of  1/31/93.  ^  Wholesale  goods.  ^  Includes  Ml            1 
.(public  currency  and  checking  deposits)  plus  savmgs  accounts  and  money  market  funds.                     1 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Services     •    Total  index 


Inventories     •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  (^mmerce) 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary 

disbursements,  seasonally  adjusted  (Dept  of  Commerce)  I 


550 


475 

New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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172 


740 


730 


Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbiliions)  total, 
seasonally  adjusted  (Federal  Resene) 
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Tb  build  the  perfect  800  service, 


you'd  do  exact!; 


Ivhat  AT&T  has  done, 


FbUow 


Si 

ijiir 


r 

I' 


J^ 


It  all  started  m^^^^^M  with  Sprint's  bold  first  step.  Creating  none 
ler  than  the  first  100%  digital,  fiber-optic  network  nationwide.  And  putting 
Linderground,  for  safety  and  reliability. 

Tb  understand  just  how  revolutionary  this  network  is,  consider  this: 
uses  a  single  switching  technology  along  with  the  most  modern  signalling 
lUipment  in  the  business.  Simply  stated,  your  customer's  800  call  not  only 
is  more  ways  to  get  through  in  an  outage,  it  also  goes  through  quickly 
•cause  of  fewer  switch  points.  The  result  is  increased  customer  satisfaction, 
les  and  profitability. 

Maybe  that's  why  Sprint  is  the  only  one  offering  a  90-day,  money-back 
itisfaction  guarantee. 

And  maybe  that's  why  AT&T  scrambled  to  catch  up,  a  fact 


8  find  particularly  amusing  since  they  had  a  20-year  head  start. 

A  company  that  can  win  this  kind  of  race  is  definitely  one  worth  following. 
>r  the  perfect  800  service,  foUow  SprlntrCaU  1-800-827-4800. 


Sprint 


isfaction  guarantee  applies  to  new  800  customers  only.  Other  conditions  apply. 
I  trademarks  are  property  of  their  respective  owners.  ©  1993  Sprint  Communications  Company  L.R 
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A  few  years  back  A&P  looked  like  a  solid  turnaround, 
It  looks  pretty  shaky  today. 

Too  shairp 
a  knife. ^ 


By  Matthew  Schifrin  with  Toddi  Gutner 

For  a  few  glorious  years,  James 
Wood  looked  like  a  turnaround  hero. 
Germany's  Tengelmann  Group  hired 
Wood  in  1980  to  salvage  its  53% 
interest  in  the  Great  Atlantic  &  Pacific 
Tea  Co.,  the  1,200-store  remnant  of 
what  had  once  been  America's  great- 
est grocery  chain. 

A  dour  Englishman,  Wood  had 
resurrected  James  Goldsmith's  Grand 
Union  grocery^  chain.  Once  installed 
at  A&P,  he  attacked  the  chain's  over- 
head and  acquired  smaller  regional 
chains  whose  costs  he  also  slashed. 

Between  1982  and  1990  a&p's  net 
margins  tripled,  to  1.33%,  very  re- 
spectable in  the  grocery  business. 
Earnings  jumped  from  a  few  pennies  a 


Great  Atlantic  & 
Pacific  Tea  Co. 
Chairman 
James  Wood 
"When  I  finish, 
or  when  my  suc- 
cessor finishes, 
probably  there  will 
be  very  little  left 
of  [the  old]  A&P. " 


share  to  nearly  $4  a  share,  and  the 
stock  jumped  sixteenfold,  to  over  60  a 
share.  The  controlling  shareholders 
rewarded  Wood  with  compensation 
worth  S30  million  over  the  past  five 
years.  A  Fortune  article  in  early  1990 
called  A&P  the  "beast  of  the  East," 
saying  "[a&P  is]  now  in  a  position  of 
market  power  the  likes  of  which  [it] 
hasn't  occupied  since  1949." 

That  should  have  been  a  warning. 
Since  1990,  net  margins  have  skidded 
to  one -third  of  1%.  Cash-flow-to- 
sales  margins,  at  3.4%,  are  the  worst  in 
the  industry.  In  the  quarter  ended 
Dec.  5,  1992,  the  company  reported 
net  income  of  just  $422,000  on  reve- 
nues of  S2.4  billion.  The  stock's  re- 


cent price:  23%. 

Don't  blame  this  setback  solely  on 
the  recession.  Most  of  a&p's  regional 
competitors'  results  have  been  im 
proving.  The  simple  and  brutal  fact  i; 
that  .\&P  has  been  losing  market  share 
In  expanding.  Wood  bought  regiona  \ 
chains  such  as  Dominion  in  Toronto 
Kohl's   in   Milwaukee,   Waldbaum'l 
and  Shopwell/Food  Emporium   ir| 
the  East.  Each  of  these  chains  has 
lower  share   of  its  regional  market 
today  than  it  had  at  the  time  of  acqui 
sition  by  A&P  (see  chart,  opposite).  I 
seems  Wood's  turnaround  was  fiielec  ■ 
by  acquisitions. 

Take  Michigan.  In  1989  a&p  paic 
S78  million  to  the  Borman  familv  foi 
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leir  74  Farmer  Jack  stores  in  Michi- 
in.  Before  the  merger,  Farmer  Jack 
ad  nearly  23%  of  the  Detroit  market 
id  A&P  had  12%.  Today  A&P's  com- 
ined  market  share  is  28%.  It's  the 
ime  stor\^  with  Kohl's  in  Milwaukee 
id  Waldbaum's  in  New  York. 
The  secret  behind  successflil  chains 
ke  Waldbaum's  and  Farmer  Jack  was 
le  merchandising  talent  of  their  en- 
epreneurial    founders — Ira    Wald- 
aum  and  Paul  Borman.  These  gro- 
rs  were  comfortable  in  the  aisles, 
L)mcing  up  the  lettuce.  James  Wood 
more  comfortable  with  computer 
rintouts.  "I  will  admit  I  am  no  pre- 
snder   about    this    merchant    busi- 
ess — I  am  not  an  American,"  he  says 
om  his  office  in  Montvale,  N.J.  "If 
nyone     does     any     merchandising 
round  here,  it  is  not  me.  I  buy  com- 
anies  and  I  sell  them  and  I  lay  all  the 
round  rules." 
Under  Wood  A&P  is  highly  central- 
zed.  Most  of  the  purchasing  for  A&P's 
jj  ,200  supermarkets  spread  across  23 
5;  tates  is  done  from  Montvale.  "Our 
>uying  is  done  on  a  mechanical  basis 
iy  category  buying  groups  down- 
tairs,"  says  Wood.  "In  each  we  have 
in  information  systems  guy,  a  market 
)erson  and  an  ex-Nielsen  guy  keeping 
ai|abs  on  the  markets." 

By    contrast,    most    chains    like 
<a'Oger  and  Safeway  have   regional 

|")uying  offices  that  keep  close  watch 
)n  demand.  Ira  Waldbaum  used  to 
isit  ten  stores  a  day,  taste  food  and 
alk  with  customers. 
Wood  has  sometimes  used  too 
leav}^  a  hand  in  cutting  costs.  At 
^Valdbaum's,  for  example.  Wood  now 
ceeps  stores  open  24  hours  a  day  but 
las  cut  back  on  staff.  The  cuts  show, 
[n  1991  Waldbaum's  was  cited  by  the 
New  York  State  division  of  Food  Safe- 
ty &  Inspection  as  the  worst  of  all  area 
^rocer)^  chains  in  unsanitary  condi- 
ions  and  adukerated  food.  Last  year 
Waldbaum's  improved  somewhat  but 
till  ranked  among  the  three  worst. 

Service,  too,  is  suffering.  On  a  re- 
:ent  Saturday  afternoon — the  busiest 
time  for  a  supermarket — only  10  of 
i7  checkout  aisles  were  working  at  a 
new  Waldbaum's  store  in  Oceanside, 
on  Long  Islan'd,  the  heart  of  this 
chain's  former  stronghold.  Custom- 
ers grumbled.  Who  likes  to  spend 
precious  leisure  time  standing  in  line? 
By  contrast,  across  the  street  at 


A  Waldbaum's 
store  on 

Long  Island,  N.Y. 
Has  this  once 
great  franchise 
caught  A&P's 
blight? 
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Foodtown,  19  of  20  checkouts  were 
operating  and  only  one  or  two  people 
were  in  line.  Melvin  Weitz,  the  ener- 
getic founder  of  Foodtown  (Forbes, 
Nov.  23,  1992),  says  he  misses  the 
competition  he  used  to  get  from  the 
Waldbaum  family. 

Nor  has  Wood  solved  a  problem 
that  has  dogged  A&P  for  decades. 
Most  of  the  625  stores  that  operate 
under  the  A&P  name  are  old  and 
cramped.  The  small  stores  account  for 
25%  ofthe  company's  $10.5  billion  in 
estimated  1992  sales.  As  a  result, 
A&p's  1,200  stores  average  half  the 
size     of    new     U.S.     supermarkets. 

Wood  plans  to  close  over  180  A&P 
stores,  and  he  is  reportedly  trying  to 


^. 


sell  some  stores  in  the  South.  "When  I 
finish,  or  when  my  successor  finishes, 
probably  there  will  be  very  little  lefi:  of 
[the  old]  A&P,"  says  Wood. 

But  it's  fair  to  ask  why,  after  13 
years,  Wood  hasn't  moved  faster  on 
these  store  closings.  With  disappoint- 
ing earnings  and  with  the  stock  down 
60%  in  a  rising  market,  some  stock- 
holders are  getting  restless.  The  New 
York  State  Common  Retirement 
Fund,  a  stockholder,  announced  in 
February  that  it  would  oppose  man- 
agement's slate  of  directors  this  year. 
A&P  under  Wood  looks  like  an  exam- 
ple of  the  kind  of  cost-cutting  that 
benefits  the  bottom  line  but  doesn't 
do  much  for  the  product.  ^M 


Losing  across  the  board 

35% 
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Milwaukee'     New  York   Long  Island,     Detroit       Ontario^ 
City  NY 

'At  acquisition  uses  1984  data.  'At  acquisition  uses  1990  data. 
Sources:  Maclean  Hunter  Media's  Market  Scope;  Canadian  Grocer 
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Acquisitions  put 
A&P  on  top  of 
these  markets, 
but  competitors 
have  gnawed 
away  at  their  lead. 
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Wall  Street  is  raking  in  huge  fees  by  taking  the  homely 
home  mortgage  and  hocus-pocusing  it  into  all  kinds  of 
weird  and  wonderful  new  securities.  Watch  your  wallet! 

Alice  in 
Moirtgageland 


By  Laura  Jereski 

Vernon  Strickland,  62,  is  the  high- 
ly experienced  chief  investment  offi- 
cer of  the  S3  billion  Louisiana  State 
Employees'  Retirement  System. 
Since  1987  Strickland  has  managed 
S3 00  million  of  its  funds  himself, 
investing  in  mortgage-backed  securi- 
ties. They  seemed  a  good  deal  because 
they  promised  yields  much  better 
than  ordinan'  mortgages. 

Easy  in  but  not  so  easy  out,  as 
Strickland  found  when  he  began  un- 
winding the  portfolio  last  spring.  By 
October  he  presented  his  board  with  a 
$25  million  loss  on  the  sale  of  the 
portfolio,  a  good  part  of  which  was 


invested  in  mortgage -backs. 

Strickland  was  shocked.  He  knew 
he  \v2is  taking  risks  but  believed  that 
he  was  hedged  against  them.  Strick- 
land has  lots  of  company.  Many  inves- 
tors holding  certain  mortgage -de- 
rived securities  suffered  losses  on 
these  last  year  that  ran  as  much  as  40%. 
Riskless.^ 

Where  there  is  complexit)'  there  can 
be  hidden  risk,  and  structured  mort- 
gage-backed securities  are  so  complex 
it  sometimes  takes  a  mathematician  to 
explain  them.  For  a  stab  at  explaining 
how  they  work  see  the  accompanjing 
glossan'  below. 


For  some  brokerage  houses,  mort 
gage-backed  securities  are  perhapsi 
the  biggest  moneymaker  since  junk 
bonds  lost  most  of  their  luster.  Last 
year  alone,  S388  billion  worth  of 
structured  mortgage -backs  were  is-j 
sued  and  sold,  70%  of  them  backed  byl 
■federal  agency  guarantees.  I 

By  turning  mortgages  into  tradable* 
securities.  Wall  Street  made  a  wider] 
pool  of  money  available  for  homej| 
buyers,  thus  lowering  mortgage  rates. i 
That's  good.  But  the  unintended] 
consequence  was  a  market  of  such 
complexitN'  that  it  put  investors  at  the 
not  so  tender  merc>'  of  Wall  Street 
houses.  Complexity'  is  putting  it  mild- 
ly: The  Federal  National  Mortgage 
Association  alone  has  over  11,000 
"tranches"  outstanding,  each  a  sepa 
rate  securit)'. 

Thus,  vsith  deft  mathematics,  Wali 
Street  and  fnma  have  created  a  hug< 
unregulated  securities  market.  It  ha 
grown  from  nothing  to  three -quar 
ters  of  a  trillion  dollars  outstanding  ir 
less  than  ten  years. 

The  underhing  mortgages  art 
backed  by  first-rate  collateral — peo 
pie's  houses — and  in  most  cases  b] 
federal  guarantees  of  principal  as  well 
This  creates  a  sense  of  security  amon^ 
buyers  of  these  mortgage -backed  se 


Warning: 
no  easy  read 

Unless  you're  a  w^iz  at 
math,  you  may  find  what 
follows  heavy  slogging. 
That's  fine  with  the  people 
who  peddle  mortgage - 
backed  securities:  An  edu- 
cated consumer  is  most 
definitely  not  their  best  cus- 
tomer. If  investors  really 
understood  how  these 
things  work,  they'd  be 
less  willing  to  buy  them. 
Mortgage-backed  se- 
curities are  just  that:  securi- 
ties backed  by  a  pool  of 
mortgages.  That's  the  eas\' 
part.  It  gets  complicated 
when  the  pool  is  cut  into 
risk-slices  and  time-slices 
to  create  diflferent  classes  of 
mortgage -backed  securi- 


ties. To  add  to  the  mystifi- 
cation. The  Street  uses 
the  French  word  for  slice, 
"tranche."  The  pool  can 
be  cut  into  tranches  that  get 
interest  only  or  tranches 
that  get  principal  only  and 
into  tranches  of  var\'ing 
maturities.  A  single  pool 
can  be  cut  into  as  many  as 
64  tranches. 

What  distinguishes  a 
pool  of  mortgages  from  or- 
dinary fixed -income  se- 
curities is  this:  While  you  do 
know  what  the  amortiza- 
tion schedule  is  on  the 
mortgages,  you  never 
kno\s'  whether  the  mort- 
gages will  be  prepaid  or 
when.  Thus,  you  could  cre- 
ate a  mortgage  pool  with 
an  average  life  of,  say,  7.5 
years  and  an  interest  rate 
of  8%.  But  if  interest  rates 


drop  and  homeowners 
refinance,  you  might  end 
up  not  with  a  7. 5 -year  se- 
curity but  a  4-year  security. 

So  what.'  Read  on. 

About  70%  of  any  giv- 
en pool  of  mortgages  may 
be  packaged  into  securi- 
ties that  will  behave  like 
bonds;  they  will  have  a 
relatively  predictable  yield 
and  maturit)'.  These  so- 
called  planned  amortiza- 
tion classes,  or  pacs,  are 
designed  to  look  like 
bonds,  and  you  can  buy 
them  in  just  about  any  ma- 
turit)' you  like — two- 
year,  three-year,  five-year 
and  seven-year,  for  exam- 
ple. Using  them,  a  bank  or 
pension  fijnd  could 
match  its  assets  and  liabil- 
ities. These  securities 
yield  a  thin  spread  over 


Treasurys,  perhaps  80  ba- 
sis points.  Unless  mortgage 
prepayments  hit  epidem- 
ic proportions,  these  secu- 
rities will  remain  out- 
standing pretty  much  as 
promised.  In  the  lan- 
guage of  The  Street,  they 
stav  within  their 
"bands." 

But  now  we  get  to  the 
really  speculative  stuflf,  the 
so-called  support 
tranches  or  slices.  These  an 
covered  by  the  30%  of  the 
pool  not  covered  by  the 
PAc:s.  Cynics  refer  to  the 
support  tranches  as  "some 
one  else's  nightmare." 
These  bear  the  prcpaymcn 
risk  for  the  whole  pool. 
What  that  means  is  that  if 
homeowners  pay  down 
their  mortgages  faster  th 
the  assumptions  built 
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urities.  Buyers  ; 

jometimes        forget  • 
that     a     mortgage-  : 
backed  security  is  not  ! 
a  mortgage.  There  is  ; 
no  recourse  for  inves-  \ 
tors    to    the    issuer,  ; 
there  is  no  manage-  ^ 
ment    to    hold    ac- 
countable for  disas- 
trous   results,    there 
are  no  covenants  to 
protect  the  holder. 

Who  are  the  magi- 
cians who  transform 
the  ordinary  into  the 
extraordinary.^  Kid- 
der, Peabody  is  the 
biggest,  with  $54  bil- 
lion of  agency- 
backed  securities  un- 
derwritten last  year.  Next  in  line  are 
Bear,  Stearns  ($32  billion),  Lehman 
Brothers  ($28  billion),  Salomon 
Brothers  ($27  billion)  and  Goldman, 
Sachs  ($24  billion),  according  to  fig- 
ures published  by  Inside  Mortgage 
Securities. 

Profits  made  by  these  houses  from 

underwriting,   trading   and  holding 

.mortgage-based  inventory  can  only 

)ng|l  be  guessed  at,  but  they  must  be  huge. 

Warren  Spector  is  35.  Last  year  Bear, 


age 


Stearns  paid  him  $12  million  as  co- 
head  of  its  mortgage  desk.  His  coun- 
terpart at  Kidder,  Michael  Vranos,  is 
rumored  to  have  done  at  least  as  well. 
The  big  firms  tend  to  pass  the  dicier 
tranches,  the  so-called  other  people's 
nightmares,  to  regional  firms  like 
Money  Management  Analytical  Re- 
search (mmar)  and  Westcap  in  Hous- 
ton. The  big  houses  would  as  soon 
not  have  to  answer  to  their  clients 
when  some  of  this  stuff  explodes.  The 


regional  houses  sell  to 
insurance  companies, 
banks  and  thrifts,  and 
pension  fiinds.  Yes, 
and  to  individuals 
wishing  to  speculate 
on  interest  rates;  indi- 
viduals bought  may- 
be $13  billion  last 
year. 

Since  these  risky 
remnants,  benignly 
called  "support" 
tranches — more  cyni- 
cally "nightmares" — 
are  hardest  to  sell, 
they  drive  the  whole 
deal;  it's  where  the 
loot  Ues.  That's  why 
Wall  Street  loves  a 
willing  buyer  for  the 
speculative  parts  of  the  deal,  high- 
profile  buyers  like  Louisiana's  Vernon 
Strickland. 

Strickland's  first  inkling  of  trouble 
came  soon  after  he  told  the  fund's 
trustees  that  he  planned  to  retire. 
When  he  tried  to  sell  some  of  his 
"nightmare"  tranches  he  discovered 
that  the  spread  between  bid  and  asked 
was  as  high  as  ten  percentage  points. 
Ten-point  spreads.^  Isn't  the  mort- 
gage market  the  second  most  liquid 


into  the  securities  call  for, 
your  five-year  security 
may  become,  say,  a  three- 
year  security. 

What's  so  bad  about 
early  prepayment!*  Here's 
why  Wall  Street  pays 
huge  salaries  to  smart 
young  computer  scien- 
tists. The  cash  flows  from 
the  pools  of  mortgages 
are  defined  as  areas  under 
the  prepayment  curve. 
That  curve  changes  shape 
with  interestVates,  bulk- 
ing up  in  early  years  if  inter- 
est rates  fall,  or  flattening 
out  if  interest  rates  rise. 

Think  interest  rates 
will  rise.!*  Then  you'd  prob- 
ably like  an  interest-only 
strip  (lO),  whidh  will  pay 
you  only  the  interest  paid 
on  the  underlying  bonds.  If 
the  mortgages  stay  out- 


standing longer  than  ex- 
pected, your  payments 
stream  lasts  longer.  If,  as 
happened  la»t  year,  pre- 
payments surge,  holders  of 
interest-only  strips  get 
killed.  Instead  of  receiving 
the  flow  for,  say,  five 
years,  they  get  it  for,  say, 
two  years.  You  can  easily 
lose  40%  to  50%  of  your 
capital  that  way.  If  it 
makes  the  victim  feel  any 
better.  Wall  Street  refers 
to  what  happens  to  him  as 
"double-digit  negative 
yield." 

Think  interest  rates 
will  fall  dramatically  and 
stay  there?  Then  you 
might  be  interested  in  a 
principal-only  security 
called  a  Super  Principal 
Only.  With  this  piece  of 
paper  you  are  entitied  only 


to  payments  at  the  far  end 
of  the  curve.  Since  you 
won't  see  any  cash  re- 
turns on  your  investment 
for  some  time.  Super  pos 
are  sold  at  a  deep  discount. 
If  prepayments  acceler- 
ate, mortgage  securities 
you  bought  at  30,  say,  get 
paid  back  quickly  at  par. 
And  you  make  a  killing. 
On  the  other  hand,  if  inter- 
est rates  drop,  the  maturi- 
ty on  your  bonds  stretches 
out;  but  unlike  lOs  you 
eventually  get  your  princi- 
pal back,  but  the  effective 
yield  may  be  less  than  you 
bargained  for. 

The  math  whizzes  on 
Wall  Street  can  even  create 
floating- rate  securities 
out  of  a  group  of  fixed-rate 
mortgages,  by  splitting  a 
payment  stream  into  a  so- 


called  floater,  which 
moves  with  short-term 
floating  rates,  and  an  in- 
verse-floater, with  a  yield 
that  increases  dramatical- 
ly when  floating  rates  (Li- 
bor,  for  example)  fall. 

There  are  times  when 
even  the  mainstream  pacs 
don't  behave  the  way 
they  are  expected  to  be- 
have. Last  year,  with  in- 
terest rates  way  down,  pre- 
payments so  ^asdy  ex- 
ceeded expectations  that 
many  pacs  broke  through 
their  bands;  it  was  not  un- 
common for  a  security 
with  a  five-year  average  life 
to  become  a  three-year. 
Customers  suddenly  had  to 
scramble  to  reinvest  cash 
at  much  lower  rates. 

So  much  for  planned 
amortization.        -L.J.  IB 
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Mortgage- backed  securities 

market  after  Treasurys? 

Certainly  not  the  nightmare  part  of 
the  market.  Since  Wail  Street  profits 
from  complexity,  bankers  have 
worked  hard  to  make  mortgage- 
backed  securities  increasingly  com- 
plex. Several  years  ago  deals  were 
sliced  into  a  handfiil  of  tranches;  last 
year  mortgage -backs  were  sold  with 
as  many  as  64  different  tranches  of 
securities — which  is  why  Fannie  Mae 
alone  has  issued  tens  of  thousands  of 
tranches. 

Cash  flow  to  any  single  tranche, 
even  the  more  stable  ones,  depends 
on  the  structure  of  the  whole 
deal — how  the  cash  flowing  into 
the  mortgage  pool  gets  divided. 
Without  knowing  the  formulas 
that  created  the  other  securities  in 
the  deal,  an  investor  can't  even 
guess  how  his  slice  might  perform 
if  prepayments  change. 

Says  Michael  Scanlon,  a  market- 
ing analyst  with  Global  Advanced 
Technology,  "It's  taken  me  as 
long  as  a  week  to  reverse -engineer 
some  deals."  And  he's  an  expert. 

Result?  Whopping  spreads. 
Traders  at  Daiwa  Securities  found 
last  year  they  could  buy  inverse 
floaters  for  10  to  11  points  less 
than  the  "fair  market  value"  indi- 
cated on  their  computer  models. 

"This  market  is  a  great  innova- 
tion— for  Wall  Street,"  says  Robert 
Phelan,  director  of  market  risk 
products  at  Fitch  Investors  Service. 
"Wall  Street  has  taken  a  triple-A 
product  and  injected  market  risk 
into  it.  People  don't  understand  that 
at  all." 

In  the  mortgage -back  market  there 
are  no  prospectuses,  no  offering  cir- 
culars to  speak  of.  Centimillion-dollar 
deals  are  sold  in  a  matter  of  hours  on 
the  basis  of  a  single  page  of  cryptic 
code,  known  as  a  term  sheet.  The 
offering  circular  for  the  whole  pool 
often  doesn't  appear  until  a  month  or 
two  after  the  deal  has  been  sold,  and 
then  it  is  written  in  math-speak,  not  in 
English. 

Big  portfolio  managers  try  to  com- 
pensate for  lack  of  information  with 
computers  to  run  the  complex  simu- 
lations needed  to  price  mortgage- 
backs  accurately.  BlackRock,  which 
manages  some  $7  billion  in  mort- 
gage-backs for  institutions  and  indi- 
viduals (see  p.  136)y  must  devote  a 


third  of  its  professional  staff  of  65  to 
running  models.  Global  Advanced 
Technology  sells  software  for  analyz- 
ing mortgage-backs,  but  its  software 
is  used  by  only  100  institutions;  it 
costs  $18,000  a  year  per  installation. 
Even  computer  power  is  no  guar- 
antee of  precision.  "These  software 
programs  are  like  souped-up.  mot6r- 
cycles  turned  over  to  teenagers,"  says 
Robert  Phelan.  When  Fitch  looked 
through  a  dozen  portfolios  last  year, 
including  one  with  over  $11  billion  in 
mortgage  securities,  it  found  that  not 
one  manager  could  price  all  of  his 


Y 
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securities  accurately. 

Vernon  Strickland  had  no  comput- 
er models.  He  didn't  even  have  a 
computer.  He  relied  on  outside  re- 
search to  mark  his  portfolio  to  market 
daily.  Those  prices  were  great — as 
long  as  he  didn't  have  to  sell. 

But  by  midsummer  the  value  of  his 
interest-only  securities,  25%  of  the 
portfolio,  fell  by  half  What  had  hap- 
pened was  this:  Homeowners  were 
refinancing  their  mortgages  much 
faster  than  expected.  Strickland 
owned  many  tranches  that  were  enti- 
tled only  to  interest  from  the  pool  of 
mortgages.  When  the  pool  shrank, 
there  was  much  less  interest  coming  in 
than  he'd  expected. 

Panicking,  his  board  of  trustees  in- 
sisted he  liquidate  the  whole  mort- 
gage portfolio.  "I  sold  the  securities 


that  were  easiest  to  sell,"  Strickland 
conceded  to  an  associate.  These  were 
not  the  interest-only  "headaches" 
but  the  principal-only  tranches — 
which  gained  in  value  as  interest  rates 
dropped.  No  one  from  the  Louisiana 
State  Employees'  Retirement  System 
Would  confirm  any  of  the  details. 

Such  volatility  may  be  poison  to 
buyers  of  the  mortgage -backed  secu- 
rities, but  it  is  nectar  to  the  sellers. 
Volatility  forces  investment  managers 
to  trade  hyperactively  to  constantiy  lyRi' 
rebalance  their  portfolios.  It  was  not 
untypical,  for  example,  for  Louisi- 
ana's Strickland  to  turn  over  his 
portfolio  400%  a  year. 

Strickland  wasn't  alone:  In  De- 
cember, Georgia's  insurance  com- 
missioner seized  $128  million 
Coastal  States  Life  Insurance  Co., 
partiy  because  interest-only  strips  |»nie: 
and  inverse  floaters  made  up  some 
90%  of  its  assets. 

How  much  longer  can  such  she-  j 
nanigans  continue?  By  all  indica-  cmic 
tions,  for  quite  some  time,  as  long  Hckc] 
as  interest  rates  stay  low  and  inves-  fealiai 
tors  are  charmed  by  Wall  Street's  llicie 
promise  of  tailor-made  securities,  kt': 
So  what  that  last  year's  concoction  md 
of  interest-only  strips  and  inverse  m 
floaters  proved  disastrous?  This 
year's  hot  product  is  a  principal- 
only  bond  targeted  for  insurance 
companies.  The  catch?  If  interest 
rates  do  rise,  prepayments  may 
slow  so  significantly  that  investors 
see  the  cash  flow  they  had  counted, 
on  slow  dramatically. 
Making  the  mortgage-backs  even 
more  volatile  than  formerly  is  what 
Wall  Street  calls  "the  USA  Today 
effect."  When  mortgage  rates  fall,  the 
news  makes  the  headlines  and  the 
tube,  and  homeowners  are  trigger- 
happy  to  refinance.  Mortgage  holders 
who  used  to  wait  for  a  2%  drop  in 
interest  rates  now  refinance  on  a  half- 
point  move.  Lotus  even  has  a  new 
program,  Lotus  1-2-3  for  Home,  to. 
help  homeowners  figure  out  when  to 
refinance.  Homeowners  are  likely  to 
be  as  sensitive  to  rising  rates  as  they 
have  become  to  falling  rates,  so  refi- 
nancing could  well  screech  to  a  halt 
on  even  a  small  rise  in  mortgage  rates. 
The  moral  to  this  story  is  so  obvious 
we  almost  hate  to  mention  it,  but  here 
it  is:  If  you  don't  understand  some- 
thing, don't  buy  it.  "Vl 
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JiJke  shooting  wars,  trade  wars  often  start 
eSmadvertently.  In  getting  tough  on  trade,  is  the 
;~f^linton  Administration  playing  with  fire? 

aber  rattUng 


ly  Richard  C.  Morals 

The  Clinton  Administration 
eems  to  be  suffering  from  high  levels 
)f  testosterone  when  it  comes  to  trade 
legotiations.  Just  days  in  office,  the 
iVhite  House  has  used  tariffs  to  dou- 
)le  the  price  of  European  steel  and  has 
blocked  European  Community  com- 
panies from  bidding  on  U.S.  govern- 
ment contracts.  "Unilateral  bul- 
ying,"  rages  Sir  Leon  Brittan,  the 
sc's  commissioner  for  external  eco- 
lomic  affairs.  U.S.  trade  negotiator 
Mickey  Kantor  claims  he  is  simply 
retaliating  for  "intolerable"  EC  trade 
oolicies. 

Let's  face  it,  the  U.S.  is  no  innocent 
in  trade  wars.  It  was,  after  all,  the  U.S. 
government  that  triggered  an  allout 
disaster  when  it  raised  tariffs  with  the 
Hawley-Smoot  Act  of  1930,  prolong- 
ing if  not  causing  the  Great  Depres- 
sion. The  tariff  barriers  choked  off 
world  trade;  while  world  output  was 
20%  higher  in  1938  than  it  was  in 
1929,  trade  was  60%  lower. 

Thus  Clinton's  protectionist  mea- 
sures frighten  Forrest  Capie,  profes- 
sor of  economic  history  at  the  City 
University  Business  School  in  Lon- 
don. His  essay — "Trade  Wars:  A  Rep- 
etition of  the  Inter-War  Years?" — has 
just  been  published  by  a  leading  Brit- 
ish think  tank.  It  warns  that  nobody 
plans  trade  wars;  they  are  inadvertent, 
touched  off  by  politicians  giving  free 
trade  lip  servfce  while  placating  pow- 
erfiil  domestic  interests. 

"This  current  bout  of  protection- 
ism really  started  in  1975,  after  de- 
cades of  reducing  barriers,"  Capie 
tells  Forbes.  "Since  the  1975  reces- 
sion there  have  been  steady  increases, 
year  aft:er  year  for  the  last  15  years,  in 
protectionism  in  the  OECD  countries. 

"There  are  too  many  dangerous 
signs  now.  I  heard  a  representative  of 
the  U.S.  government  on  the  radio  last 
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week  saying  she  thought  trade  wars 
would  be  a  good  thing.  The  sugges- 
tion was  that  a  trade  war  might  have  a 
kind  of  purgative  effect." 

Isn't  this  normal  posturing  prior  to 
negotiations?  "There  is  a  strange 
mood  now.  For  a  long  time  politicians 
had  to  support  free  trade  publicly, 
even  though  they  quietiy  handed  out 
protection  to  their  special  interest 
groups.  But  that  caution  now  seems 
to  have  slipped  away." 

Capie  talks  calmly  as  he  sits  on  a 
pastel  couch  in  his  Primrose  Hill, 


1 

London's  anti-protectionist  Forrest  Capie 
"There  are  too  many  dangerous  signs. 


London  town  house.  A  cataclysmic 
trade  war  seems  far  from  this  world  of 
Lawrence  Durrell  novels  and  tastefiil- 
ly  arranged  dried  flowers  in  porcelain 
vases.  But  he  is  convinced  the  world  is 
at  a  dangerous  juncture  without  real- 
izing it. 

' '  Let's  go  back  to  1 9  3 1 .  After  some 
successful  lobbying  the  British  gov- 
ernment turned  in  favor  of  protec- 
tionism. By  October  there  were  these 
cries  that  the  U.K.  was  having  these 
goods  dumped  on  it.  There  was  an 


official  investigation,  and,  yes  indeed, 
the  committee  found  an  abnormal 
quantity  of  imports  coming  in.  So 
Britain  immediately  went  out  and 
protected  itself  with  tariffs  of  100%. 

"I  actually  analyzed  that  case  and 
there  was  no  dumping  going  on." 

But  what  should  the  U.S.  do  when 
it  faces  discrimination — as  with  the 
French  on  oilseeds  last  year? 

"You  have  to  go  back  to  the  basics. 
To  impose  protection  reduces  eco- 
nomic performance.  By  imposing 
protection  the  French  damage  them- 
selves. [But]  it  is  perfectiy  silly  for  the 
U.S.  to  say,  'Well,  you're  banging 
your  head  against  the  wall,  so  we're 
going  to  bang  our  head  against 
the  wall.' 

"You  just  have  to  be  big  enough  to 
accept  die  disparities.  Milton  Fried- 
man wrote  a  neat  piece  about  ten 
years  ago.  He  said,  'What  is  this  prob- 
lem of  dumping?  Foreigners  want  to 
send  us  goods  here  at  ridiculously  low 
prices?  Send  them.  We'll  take  all  we 
can  get.' 

"It  is  alleged  that  foreigners  are 
sinisterly  waiting  to  wipe  out  the  do- 
mestic industry  so  they  can  then 
charge  high  prices.  But  today  the 
world  is  too  big,  with  too  many  pro- 
ducers, for  anybody  to  corner  the 
market.  And  higher  prices  will  give 
the  domestic  industry  an  opportunity 
to  come  back." 

So  Capie  frets  that  the  Clinton 
Administration's  get-tough  postur- 
ing could  touch  off  an  old-fashioned 
trade  war:  "My  glimpse  of  the  Ameri- 
can press  is  depressing.  Clinton's  elec- 
tion success  is  in  part  accountable  to 
an  [America  first]  mood,  and  that  is 
undoubtedly  why  he  feels  embold- 
ened to  come  out  and  make  this  kind 
of  mark  in  trade.  You  have  to  feel  very 
worried  when  the  richest  and  biggest 
economy  is  becoming  protectionist. 
The  U.S.  could  adopt  protection  and 
not  see  too  much  damage  to  its  econ- 
omy, if  no  one  else  reacted.  But  histo- 
ry shows  other  countries  will  react. 
And  Europe  has  to  react  as  a  whole. 

"We've  seen  enough  in  the  last  18 
months  to  know  there  will  be  retalia- 
tion, and  this  will  only  lead  to  further 
declines  in  world  trade.  We  are  al- 
ready in  a  recession.  To  envisage  an- 
other trade  and  income  contraction, 
and  the  downward  spiral  it  could  initi- 
ate, is  very  frightening  indeed."     WM 
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You  have  a  window  of  opportunity  to  use  a  quirky  rule 
that  undervalues  the  shares  of  small  businesses. 

Gairve  up  your 
family  business 


Since  this  column  is  intended  for 
taxpayers'  eyes  only  and  is  not  sup- 
posed to  be  read  by  congressional 
staffers,  we  can  be  very  blunt  about 
the  new  Revenue  Ruling  93-12  from 
the  Internal  Revenue  Service:  It's  a 
loophole.  So  long  as  Congress  does 
not  correct  the  situation,  owners  of 
closely  held  businesses  can  use  the 
ruling  to  save  a  bundle  on  estate  and 
gift  taxes. 

The  ruhng  permits  a  lowball  valua- 
tion on  a  small  business  if  that  busi- 
ness is  chopped  into  small  shareholder 
stakes.  "It  means  you  can  make  value 
disappear  from  your  estate  but  still 
keep  it  in  the  family,"  says  Joseph 
Newberg,  a  tax  expert  with  Sullivan  & 
Worcester  in  Boston. 

In  issuing  the  ruling,  the  iRS  is 
backing  down  on  a  position  it  took  on 
this  subject  12  years  ago,  in  which  it 
refused  to  let  family  members  claim 
markdowns  on  shares  of  small  busi- 
nesses. The  IRS  is  not  acting  out  of 
generosity;  it  is  simply  acquiescing  to 
various  court  decisions  in  favor  of 
taxpayers. 

Here's  the  theory  behind  these 
"minority  discounts."  Suppose, 
against  all  odds,  you  decide  to  sell 
your  family  business  by  selling  20%  of 
the  stock  to  each  of  five  strangers.  In 
all  likelihood  your  buyers  will  de- 
mand, and  get,  a  discount  from  the 
full  value  of  the  shares,  because  no 
one  of  them  will  have  a  controlling 
interest.  So  while  each  share  might  be 
worth  $100  if  the  firm  were  sold  as  a 
whole,  it  might  be  worth  only  $60  to 
$75  when  sold  in  pieces. 

Now  change  things  slightly.  Say 
you  give  20%  chunks  of  stock  to  each 
of  five  children.  Can  you  claim  a 
haircut  in  valuing  each  gift  on  your 
gift  tax  return?  Until  the  recent  rul- 
ing, the  iRS'  answer  was  no.  After  all. 
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the  family  still  controls  the  firm,  and 
can  sell  out  at  full  fair  market  value  if 
and  when  it  chooses  to  do  so. 

As  reasonable  as  the  original  iRS 
position  seems  to  be,  it  lost  out  in 
court.  Judges  in  more  than  half  a 
dozen  cases  decreed  that  family  share- 
holder stakes  should  be  valued  as 
discrete  parts  rather  than  as  a  whole. 

In  the  recent  ruling  the  iRS  simply 
raises  a  white  flag.  Discounts  may 
even  be  allowed  on  gifts  made  over 
time  to  one  person.  Say  you  give  one 
child  20%  of  your  shares  every  year  for 
five  years.  If  the  whole  business  is 
worth  $5  million  and  you  can  defend 
a  discount  of  20%,  then  each  gift  is 
worth  only  $800,000. 

In  effect,  your  gift  tax  returns  argue 
that  the  company's  equity  is  worth  $4 
million  and  voting  control  another  $  1 
million;  logically,  your  third  gift,  put- 
ting voting  control  in  your  heir's 
hands,  should  be  worth  $1.8  million. 
But  the  IRS  will  accept  an  $800,000 
valuation. 

There's  an  estate  angle,  too.  Say 
Mom  dies  having  given  away  65%  of 
her  business  partnership  to  her  chil- 
dren. The  35%  piece  that  is  left  can 
qualify  for  a  minority  discount  from 


estate  taxes.  State  tax  collectors  gen- 
erally go  along  with  discounts. 

Note:  There's  still  plenty  of  room 
for  the  IRS  to  challenge  the  size  of  your 
discount,  which  is  usually  established 
by  hiring  high-priced  experts,  kpmg 
Peat  Marwick  tax  expert  Rick  Taylor 
says  discounts  of  25%  to  35%  are  the 
norm,  but  he  has  seen  the  IRS  accept 
discounts  of  up  to  60%. 

An  additional  benefit  to  lifetime 
gifts  is  that  gift  taxes,  because  of  the 
way  they  are  calculated,  are  substan- 
tially lower  than  estate  taxes,  even 
though  published  rates  are  the  same. 
Offsetting  this  advantage  to  giving 
rather  than  bequeathing  is  the  time 
value  of  money. 

There  is  another  drawback  to  giv- 
ing away  shares  while  you  are  alive: 
Your  heirs  lose  the  capital  gain  step- 
up  at  death  on  those  shares.  Assume 
the  business  is  worth  $5  million  but 
has  a  cost  basis  in  your  hands  of  $  I 
million.  Under  present  law,  if  you  die 
owning  the  business,  the  $4  million  of^ 
paper  gain  permanently  escapes  in- 
come taxation,  since  your  heirs  can 
claim  $5  million  as  their  cost  basis. 
(Estate  tax,  by  the  way,  is  figured  on 
the  $5  million  figure.)  If  you  give  the 
business  away  now,  however,  your| 
heirs  will  inherit  your  $1  million  cost 
basis.  That  will  someday  add  a  bit 
more  than  $  1  million  to  their  capital 
gain  taxes. 

Will  Congress  outlaw  the  intrafani 
ily  minority  discount.'  It's  a  real  possi- 
bility. Twice  this  idea  has  surfaced: 
once  in  1984,  and  again  in  1987, 
when  the  House  voted  to  end  it  but 
the  Senate  refiised  to  go  along.  Note: 
The  capital  gain  step-up  may  also  be 
doomed. 

If  you  want  the  discount,  give  now 
Congress  is  desperate  to  raise  taxes  so 
as  not  to  cut  spending.         -L.S. 
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To  start  building  a  car,  or  anything  else  today,  you  need  more  than  designs 
and  determination.  You  need  a  freight  transportation  partner  you  can  rely  on. 
One  with  proven  ability  to  deliver  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
playing  a  vital  role  in  Just-In-Time  manufacturing,  inventory  management  and 
distribution.  It  means  dedicating  ourselves  to  increasingly  sophisticated  levels 
of  communication,  and  providing  the  flexibility  to  make  your  business  more 

competitive.  But  above  all,  it  means  truly  understanding 
and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  we  satisfy 
customers  by  offering  the  most  complete  range  of  cus- 
tomer focused  services  in  the  industry  All  supported  by 
unmatched  shipping  management  systems,  by  CF  EXCEL, 
our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 
Let  us  give  your  company  a  head  start. 
Because  at  CF  MotorFreight,  we  don't  just  help 
build  products.  We  help  build  businesses  and  keep 
them  growing. 


COnSOLIDflTED  FREIGHTUJflVS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  carrier. 
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the  Venezuelan  governmen 
placed  a  few  strategic 
long-distance  phone  call 
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To  compete  in  the  world  economic 
mmunity,  a  nation  must  effectively  com- 
unicate  outside  its  borders.  Venezuela's 
iblic  telephone  system,  CANTV,  was  a  state- 
A'ned  monopoly,  urgently  in  need  of  capi- 
1  improvements. 

The  most  direct  line  to  outside  capital 
as  to  go  private.  Venezuela's  plan:  sell  the 
hone  company  to  a  high-quality,  inter- 
tional  operator  who  would  supply  money, 
etworks  and  technology.  Speed  was  criti- 
-4al  to  the  transaction.  So  Venezuela  called 
'^  ehman  Brothers. 
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PRIVATIZATION  WITH  A 
DISTINCTLY  PUBLIC  RING. 


With  an  impressive  resume  in  public- 
3-private  conversions,  the  firm  was  the  logical 
hoice.  Working  with  the  Venezuelan  gov- 
rnment,  Lehman  Brothers  formulated  a 
ivestiture  strategy  with  three  objectives, 
irst:  attract  the  private  capital  necessary  to 
ipgrade  the  network.  Second:  conduct  the 
ale  through  competitive  bidding.  Third: 
complete  the  sale  quickly. 


Drawing  on  extensive  relationships  in 
the  global  telecommunications  community, 
Lehman  Brothers  brought  in  bids  from  high- 
quality  international  telecommunications  con- 
sortia. A  controlling  interest  in  CANTV  was 
won  by  a  consortium  led  by  GTE  and  compris- 
ing AT&T,  Telefonica  de  Espana,  La  Electrici- 
dad  de  Caracas  and  Banco  Mercantil.  As  a 
condition  of  sale,  the  consortium  agreed  to 
double  the  network's  size  in  ten  years. 


EVEN  A  GOVERNMENT  NEEDS  FRIENDS 
WITH  OVERSEAS  CONNECTIONS. 


Lehman  Brothers  focused  its  world- 
wide market  intelligence  and  industry  exper- 
tise to  achieve  the  privatization  of  CANTV  in 
an  unprecedented  ten  months. 

Lehman  Brothers  is  a  leader  in  provid- 
ing government  advisory  and  privatization 
expertise  for  nations  as  diverse  as  Indonesia, 
Mexico,  Poland  and  Taiwan. 

Should  your  business  require  sound 
financial  advice  at  either  the  local  level  or  long 
distance,  we're  well  connected.  And  we'd  like 
to  be  involved. 


Lehman  Brothers 


©  1993  Shearson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 


David  Mathis  is  cleaning  up  Kemper  Corp. 
The  cleanup  will  be  costly  and  lengthy. 

Getting  out 
from  undeir 


By  Tatiana  Pouschine 

Chief  executive  for  just  a  year, 
Kemper  Corp.'s  David  Mathis,  53, 
had  bad  news  for  shareholders  last 
month:  The  $3.1  billion  (revenues) 
financial  services  outfit  was  taking  ad- 
ditional reserves  and  writeoff's  on  its 
real  estate  investments  that  would 
cost  $180  million  afiier  taxes — $3.70 
a  share. 

There  may  be  more  bad  news. 
Based  in  the  Chicago  suburb  of  Long 
Grove,  Kemper  runs  mutual  Rmds,  a 
brokerage  business,  a  big  life  insur- 
ance and  reinsurance  operation  and 
two  property  and  casualty  concerns. 

Two  of  the  businesses,  brokerage 
and  insurance,  have  serious  problems. 
Kemper  has  a  $2. 1  billion  portfolio  of 
real  estate  and  mortgage  loans,  mostly 
in  the  life  insurance  subsidiaries,  and 
nearly  $1  billion  of  that  portfolio  is 
ailing.  Kemper's  mortgage  loans  on 
nonaccrual  almost  doubled  last  year, 
to  $420  million;  another  $190  mil- 
lion of  the  loans  have  been  restruc- 
tured, reducing  interest  or  principal 
payments;  and  over  $90  million  in  real 
estate  loans  have  been  identified  as 
"potential  problem  loans."  Add  to 


that  $300  million  worth  of  company- 
owned  real  estate,  much  of  it  fore- 
closed or  restructured  properties. 
Kemper  dealt  in  a  big  way  with 


San  Francisco  office  buildings 
$1  billion  invested  with  one  developer, 
Peter  Bedford,  built  these  and  other 
would-be  prime  buildings.  Now  come 
the  multimillion-dollar  writeoffs. 


California  developer  Peter  Bedford]] 
Kemper  has  financed  Bedford  sine 
the  late  1960s.  It  did  well  initially,  si 
when  they  were  doing  joint  deals  id 
the  late  1980s,  Kemper  counted  itsel 
lucky.  Kemper  provided  mortgage  fi 
nancing  for  about  200  of  Bedford's 
projects — an  estimated  $800  million 
worth  of  office  buildings,  industrial 
parks  and  residential  developments  in  ( 
California,  the  rest  in  Hawaii,  Arizona 
and  Washington.  Bedford  was  blue 
chip.  He  sits  on  the  board  of  Bank- 
America  Corp.,  which  is  said  to  have 
provided  banking  for  his  projects. 

But  California,  Bedford's  chief 
hunting  ground,  is  turning  into  a 
disaster.  Downtown  San  Francisco 
has  been  hit  especially  hard.  Bedford 
and  Kemper  invested  in  at  least  four 
San  Francisco  oflPice  buildings,  all  of 
which  could  require  a  40%  or  50% 
discount  if  the  company  were  to  sell. 

The  partners  own  a  business  park  of 
some  150  acres  in  Napa  Valley  that  \ 
probably  cost  them  $10  million  to  i 
$15  million,  including  site  improve- 
ments, taxes  and  carrying  costs.  At 
current  prices,  the  property  would 
fetch  no  more  than  half  that. 

With  dozens  of  similar  properties, 
operating  losses  related  to  the  Bed- 
ford venture  and  others  are  some  $80 
million  a  year.  The  third-quarter  re- 
port shows  an  accumulated  loss  of 
$156  million  for  Kemper. 

A  second  big  Kemper-backed  de- 
veloper   is    also    in    deep    trouble. 
Kemper  has  $630  million  in  real  estate, 
investments   with   a   Chicago  outfit  j 
called  Prime  Group,  Inc.,  run  by  Mi- 
chael Reschke,  a  lawyer  in  his  late  30s.  | 
Young   Reschke  used  the  funds  to  i 
develop  office  buildings  and  industri 
al  parks  in  Illinois  and  elsewhere. 
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WE  BUY  THE  BEST  PARTS 


in 
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Id. 


ELECTRICAL  COMPONENTS 

iMinnesofo,  Wisconsin,  Cofifornio, 
Michigan,  Indiono,  Tennesse* 


PROPORTIONING  VALVES 

Michigan 


DOOR  PANEL  SUBSTRATES 
New  Jertey 


CATALYTIC  CONVERTERS 

Cafifornio 


FUEL  PUMPS 

South  Carolina 


MOLDED  PLASTICS 

Arkansas,  Horida,  Ktntutky, 

Ohio,  Michigon,  Indiana, 
lllineis,  Missouri,  Tennessoe 


GLASS 

Ohio,  Kentucii]f 


WEATHER  STRIPPING 
New  Hampshire 


CYLINDER  HEADS 

Missouri 


POWER  STEERING  PUMPS 
Tennessee 


FORGED  CRANKSHAFTS 

KmliKky 


STEEL 

Illinois,  Indiana, 
Ohio,  Kenlvcliy 


TIRES 

Okiahema,  Tennessee, 

Alabama,  North  Caroline, 

Ohio,  Kentucky,  Virginia 


LOWER  SUSPENSION  ARMS 

Michigan 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Camry  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  390  American  suppliers.  At  Toyota  we're 
committed  to  investing  in  the  economies  where  we  do  business.  That's  why,  since  1988, 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion 
per   year.   INVESTING    IN    THE    THINGS    WE    ALL    CARE    ABOUT.  TOYOTA 

For   information    on    Toyota    in   America    write    Toyota    Motor   Corporate   Services.    9    West    57th   Street,    Suite   4900,    New    York,    NY    10019. 


Kemper 

Take  Rcschkc's  50-story  building 
at  n  Wacker  Drive  in  downtown 
Chicago.  It  cost  Reschke  and  Kemper 
about  $250  a  square  foot  to  build. 
Though  it  is  90%  leased  with  presti- 
gious tenants,  the  building  today 
would  sell  for  no  more  than  $150  a 
square  foot.  On  940,000  square  feet, 
that  could  be  a  loss  of  $90  million.  At 
current  prices,  the  $400  million  or  so 
in  total  Illinois  properties,  including 
some  non-Reschke  properties,  are 
worth  at  least  $100  million  less  than 
Kemper  has  invested  in  them. 

If  that  weren't  bad  enough, 
Kemper  was  generous  in  granting 
zero  coupon  mortgages,  at  least  $650 
million  worth.  Why?  Apparendy  for 
speculative  reasons.  A  zero  coupon 
mortgage  enables  a  builder  to  get  by 

Kemper  was  generous     aH 
in  granting  zero  coupon 
mortgages — at  least 
$650  million  worth — 
a  splendid  tactic  only 
while  real  estate  was 
rising  in  value. 


with  a  low  cash  return  on  his  invest- 
ment until  he  can  sell  the  building  at  a 
big  profit.  That  was  a  splendid  tactic 
while  real  estate  was  rising  in  value.  In 
deflationary  times  it  doesn't  work. 
Kemper  carries  on  its  books  about 
$200  million  in  accrued  but  unpaid 
interest  on  zero  coupon  mortgages. 

Prior  to  last  month's  writeoff, 
Kemper  had  a  nearly  $200  million 
reserve  set  up  against  real  estate  losses. 
The  huge  addition  to  reserves  may 
not  be  enough  unless  real  estate  re- 
covers rapidly  and  dramatically. 

While  Mathis  struggles  with  his  real 
estate  problems,  he  cannot  ignore  the 
bleeding  at  his  brokerage  operation, 
Kemper  Securities,  Inc.,  which  lost 
nearly  $15  million  in  the  first  three 
quarters  of  1992,  while  Wall  Street 
celebrated  record  profits.  Kemper  be- 
gan buying  into  the  brokerage  busi- 
ness in  1982  and  has  regretted  the 
move  ever  since;  over  the  decade  it  has 
cost  Kemper  nearly  $200  million. 

Run  until  1990  as  five  regional 
brokerage  houses,  Kemper  Securities' 
controls  were  lax,  and  lawsuits 
mounted — a  $20  million  reserve 
against  litigation  accounted  for  the 
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1992  loss. 

If  Kemper  thought  Kemper  Securi- 
ties would  benefit  its  big  mutual  fiand 
business,  it  has  been  disappointed; 
only  10%  of  Kemper's  mutual  ftinds 
are  sold  by  its  own  retail  brokerage. 

One  of  Kemper's  jewels  is  its  mutu- 
al ftind  operation — 38  ftinds  with  as- 
sets under  management  of  $69  Bil- 
lion. The  mutual  fiands  and  other 
assets  under  management  contribute 
only  one-fourth  of  revenues  but  two- 
thirds  of  Kemper's  profits,  excluding 
realized  investment  losses. 

But  the  mutual  ftinds  require  atten- 
tion. Data  provided  by  Financial  Re- 
search Corp.  show  Kemper  is  losing 
market  share;  at  the  end  of  1988 
Kemper's  share  of  mutual  fiand  assets, 
excluding  money  market  ftinds,  was 
4%;  at  the  end  of  last  year,  3%. 

In  his  quiet,  methodical  way,  David 
Mathis  is  tackling  these  problems. 
Kemper  has  said,  for  example,  that  it 
intends  to  reduce  its  real  estate  hold- 
ings, including  the  Bedford  portfolio. 
Whether  it  will  accept  today's  de- 
pressed prices  remains  to  be  seen. 

Last  summer  Kemper  hired  the 
highly  regarded  John  Neal  away  from 
Continental  Bank  Corp.  to  run  its  real 
estate  group.  It  put  another  new  hire, 
Frederick  Stephens,  in  charge  of  man- 
aging the  Bedford- Kemper  proper- 
ties. Peter  Bedford  retains  his  equity 
share,  but  has  lost  the  manage- 
ment role. 

In  Illinois,  Kemper  is  reportedly 
packaging  $750  million  worth  of  as- 
sets into  a  new  REIT.  (The  huge 
Wacker  Drive  building  apparently  will 
not  be  included.) 

In  November  Mathis  put  Kemper's 
property  casualty  companies,  Fxono- 
my  Fire  &  Casualty  Co.  and  Federal 
Kemper  Insurance  Co.,  on  the  block. 
The  sale  could  produce  a  gain  of  $  1 50 
million  and  help  cushion  recent  real 
estate  writeoflfs.  Mathis  also  raised 
additional  capital,  selling  $100  mil- 
lion in  perpetual  preferred  stock  to 
Lumbermens  Mutual  Casualty  Co., 
which  owns  38%.of  Kemper. 

Slimmed  down  to  mutual  funds 
and  a  cleaned-up  insurance  operation, 
Kemper  has  the  promise  of  being  a 
focused,  highly  profitable  financial 
services  outfit.  Rid  of  his  problem 
assets,  Mathis  can  concentrate  on  the 
more  promising  ones,  especially  mu- 
tual ftmds.  But  it  will  take  time.     IB 
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Austin 
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for  reservations,  coll  your  travel  counselor,  or  in  tne  i  J.o, 
call:  (800)  332-3442;  inCanaJacall:  (800)268-6282. 
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Nigel  Fjrtk.Conciel 
Four  Seasons 
Inn  on  the  Park 
London,  England 


Four  Seasons  concierges  have  powers  tnat  would  amaze  even  the  most  seasoned  husiness  traveler.  They  can 
secure  reservations  at  restaurants  that  aren't  taking  any.  Re-create  presentation  slides  that  you  lert 
behind  unwittingly.  Even  locate  a  dozen  portahle  phones,  on  New  Year's  Eve.  And  not  only  are  their 
starrs  multitalented,  hut  multilingual,  too.  What's  more,  should  your  travel  plans  change     — .  — ,- 

suddenly,  they  will  issue  new  tickets  instantly,  on  the  spot.  Which  conrirms  in  these  value-      rUU  I  ^^aSUri^ 
conscious  times,  the  demands  or  your  trip  demand  nothing  less  than  Four  Seasons  Hotels .       HOtGlS  *  RGSOITS 


Miami  Beach's  South  Beach  has  become  the  new 
Mecca  of  Eurotrash:  Meet  Thomas  Kramer. 

The  odd  couple 


By  Phyllis  Berman 

South  Beach,  Miami  Beach.  South 
Beach  in  its  way  is  hotter  than  Saint- 
Tropez  was  back  in  the  1970s.  There 
is  no  Brigitte  Bardot,  but  gorgeous 
male  and  female  models  are  in  plenti- 
flil  supply.  Late  afternoons  and  early 
evenings,  oceanfront  cafes  teem  with 
rich  Eurotrash,  who  later  repair  to 
trendy  clubs  where  they  drink  and 
dance  until  the  next  Florida  sunrise. 

Thomas  Kramer  is  the  life  of  the 
South  Beach  party.  He  is  flamboyant 
even  by  Eurorich  standards.  The  Ger- 
man-born Kramer,  35,  educated  at  a 
fancy  German  boarding  school,  is 
dashingly  handsome  and  arrogant. 

The  Florida  papers  love  to  hate 
Kramer.  Last  summer  he  tore  down  a 
house  on  exclusive  Indian  Creek  Is- 
land to  make  room  for  a  new  mansion. 
But  he  never  built  the  mansion,  tell- 
ing his  employees,  "I  don't  want  to 
live  surrounded  by  old  people."  Gos- 
sip has  it  that  he  abandoned  his  build- 
ing plans  after  powerftil  members  of 
the  island's  golf  club  hired  a  private 
investigator  to  track  him.  He  later 
threatened  to  build  a  nursing  home 
on  his  land. 

Kramer  owns  Picasso's  "Woman  in 
an  Armchair,"  for  which  he  paid  $2.9 
million.  He  brags  that  he's  negotiat- 
ing to  buy  Christina  Onassis'  chalet  in 
Saint  Moritz,  and  also  claims  to  have 
offered  to  charter  the  Lady  Ghislaine, 
Robert  Maxwell's  old  yacht. 

He  made  the  papers  again  last  year 
with  a  spectacular  Halloween- night 
bash  for  his  nightclub,  called  Hell. 
There  were  fireworks  and  a  naked 
woman  lying  on  a  table  with  a  pool  of 
chocolate  on  her  belly.  Guests  were 
invited  to  dip  strawberries  in  the 
chocolate,  according  to  attendees. 
Kramer  instructed  the  doorkeeper  to 
bar  homosexuals.  The  latter  protested 
by  plastering  Nazi  emblems  on  his 
1948  Mercedes  and  other  cars. 

All  very  decadent. 

But  Kramer  has  a  business  side,  too. 
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He  has  spent  over  $40  million  buying 
real  estate  in  South  Beach:  5  residen- 
tial properties  on  Star  Island,  2  prop- 
erties on  Indian  Creek  Island  and  20 
apartments  in  oceanfront  South 
Pointe  Towers.  According  to  a  Miami 
Beach  real  estate  agent,  he  paid  top 
dollar  for  these  properties.  And  in 
every  case,  he  paid  cash. 

Whence  came  all  that  cash?  Appar- 
ently much  of  it  from  German  demi- 
billionaire  Siegfried  Otto,  78,  one  of 


the  world's  biggest  printers  of  curre| 
cy  (see  box).  About  two  years  ago  Ot 
married  Bambi,  a  glamorous  wom^ 
in  her  50s,  after  a  long  relations! 
Her  daughter  from  a  previous  im 
riage,  Cathrine,  is  married  to  Thorny 
Kramer.  Kramer  brags  that  his 
when  she  was  going  with  Siegfric 
Otto's   son  Yorck,   introduced 
mother  to  the  old  gentleman.  At 
rate.  Otto  apparently  helped  stake 
new  stepson-in-law's  Florida  foray. 

How  much  has  Otto  given  Kramer 
Enough  to  cause  a  rift  between  Ottc 
and  his  two  sons,  Tilman  and  Yorcl 
In  October  Siegfried  Otto  threw  botli 
sons  out  of  the  business  where  the| 
had  worked  for  years.  "They  wer 
trying  to  poison  their  father's  mine 
against  me,"  says  Kramer.  One  repor 
has  it  that  the  sons  tried  to  have  Ottc 
declared  mentally  incompetent.  Neij 
ther  Siegfried  Otto,  his  lawyer  in  Pair 
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each  nor  members  of  his  company's 
ipervisory  board  were  willing  to  talk 
50ut  the  relationship. 
It's  an  odd  relationship:  an  aging 
id  ailing  conservative  German  busi- 
essman  and  a  playboy  with  a  dicey 
putation.  Even  Kramer's  friends  ad- 
lit  he  is  a  crapshooter.  One  of  them, 
rnst  Rohrer,  a  Swiss  banker,  says  of 
j-amer:  "He's  a  real  gambler." 

Kramer  has  shot  craps  in  commod- 

y  markets  since  he  was  a  teenager, 

nd  that's  where  the  rest  of  his  money 

lay  have  come  from.  He  has  specu- 

ited  in  such  things  as  gold,  grain  and 

urrency,  reportedly  making  and  los- 

ig  large  sums.  He  transferred  his 

ctivities  to  South  Beach  early  last 

ear,  after  being  virtually  ostracized  in 

ermany  three  years  ago.  He  had  set 

a  blind  pool  to  invest  in  East 

erman  real  estate  long  before  there 

as  a  ruling  on  who  actually  owned  it. 


Thomas  Kramer, 
Miami  Beacln's 
attention  grabber 
from  Germany 
Has  he  gone  to 
Saint  Moritz 
for  good  or  will 
he  be  back  to  build 
a  European-style 
village  in 
South  Beach? 
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t  ^■^■■r'UnHHHMHHIBII 

The  source 

4  ^^^HI^^^^^^H^H 

war  machine,  it  refused  to 
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bank  notes  when  the  Nazis 
demanded  it;  counter- 
feiting would  compromise 
its  integrit)'.  The  plants 
were  80%  destroyed  in  a 

Bambi  and  Siegfried  Otto 

1944  bombing,  and  in 

Thomas  Kramer's  angels? 

1945  Otto  was  taken  pris- 
oner by  the  Russians.  In 
1949  he  escaped  and  began 
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rencies,  passports,  travel- 
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er's checks,  and  stock  and 

ried  Bambi,  Thomas  Kra- 

bond certificates.  It 

mer's  mother-in-law  (see 

shares  these  international 

story).  Thus  began  the 

markets  with  New  York's 

Kramer- Otto  relationship. 

U.S.  Banknote,  London- 

With  Otto's  sons  out  of 

based  De  La  Rue,  Paris- 

the  business  and  his  health 

based  Fran(^ois- Charles 

failing.  Otto  has  put  his 

Oberthur,  and  others. 

company  on  the  block.  It 

G&D  began  in  Leipzig 

could  bring  $500  mil- 

in 1852.  Siegfried  Otto 

lion.  Which  could  be  good 

came  to  the  firm  prior  to 

news  for  Thomas  Kra- 

World War  II  as  a  printer- 

mer,  if  he  can  stay  on  good 

trainee  and  gained  con- 

terms with  his  mother-in- 

trol  after  marrying  the 

law,  who,  by  German  law,  is 

daughter  of  one  of  the 

entitled  to  at  least  12.5% 

founders.  Though  the 

of  the  estate.         -P.B.  Hi 

Kramer  says  the  endeavor  collapsed 
when  negative  publicit)'  caused  his 
bank  to  cut  off  his  credit  line  over- 
night. He  started  over  in  Florida. 

***!  am  a  man  with  visions,"  says 
Kramer,  in  his  arrogant  way.  "Once  I 
was  skiing  in  Gstaad.  I  was  on  the  top 
of  the  mountain,  and  suddenly  I  knew 
I  must  short  gold,  so  I  grabbed  a 
phone  and  called  my  broker,  and 
shorted  $25  million  worth  of  gold.  I 
made  between  $5  and  $6  million. 

"Another  time  I  had  a  dream  about 
a  burning  field.  1  knew  I  should  buy 
wheat  and  corn  futures.  That  time  I 
made  millions  more.  That  is  how  it  is 
with  me." 

But  things  aren't  so  good  with  him 
right  now.  Apparently  his  stepfather- 
in-law  has  a  moratorium  on  check- 
writing.  Clearly  short  of  cash,  Ki'amer 
has  in  the  past  month  dismissed  at 
least  68  staffers,  including  the  well- 
respected  developer  Kay  Statz.  He 
also  shuttered  his  nightclub.  Hell. 
But  he  still  talks  of  building  a  $250 
million  apartment  complex  as  a  play- 


ground for  the  Eurorich  in  newly 
glamorous  Miami  Beach.  He  envi- 
sions a  new  luxury  hotel  and  Europe- 
an-style village.  If  only  he  could  raise 
the  money.  "Now  I  am  a  painter 
without  arms,"  he  moans.  "I'm  not  a 
developer,  but  I  have  a  vision  of  a 
place  where  the  rich,  the  cosmopoli- 
tan, the  people  with  ideas  can  gather 
here  in  Miami  Beach." 

Kramer  has  abandoned  Miami 
Beach,  at  least  temporarily,  for  what 
associates  say  is  a  money-raising  jaunt 
to  Saint  Moritz,  the  hot  spot  for  new 
Milanese  money.  Why  Saint  Moritz? 
"Let  me  put  it  this  way,"  says  Swiss 
banker  Rohrer.  "In  Saint  Moritz  it's 
like  fishing  in  an  aquarium." 

When  we  asked  Kramer  about  his 
unsavory  reputation  in  Florida,  he 
dropped  his  visionary  tone,  exploding 
in  red -faced  rage:  "You  journaHsts  are 
all  alike.  You  make  no  money,  so  you 
are  jealous  of  people  like  me  who  do." 
We  responded  that  Forbes  reporters 
are  accustomed  to  dealing  with  peo- 
ple a  lot  more  solvent  than  he  is.    ^ 
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Over  18  million  people  use  some  version 
of  Lotus"  1-2-3'  every  day.  They  depend  on  it. 
They  trust  it.  They  know  it.  Miich  is  why  if 
the^re  moving  from  DOS  to  Windows"'  they're 
moving  to  1-2-3  for  Windows ...  for  some  very 
good  reasons. 

They  knowthato^i/ 1-2-3  is 
fully  compatible  with  1-2-3. 

Only  1-2-3  for  Windows  is  able  to  read 
and  execute  every  1-2-3  for  DOS  file,  style  and 
macro.  Which  means  you  can  preserve  your 
full  investment  in  1-2-3  for  DOS  files  when  you 
move  to  1-2-3  for  Windows.  And  only  1-2-3  for 
Windows-with  its  built-in  Classic'  Menu-lets 
you  use  all  your  familiar  1-2-3  commands. 

They  know  that  1-2-3  offers 
the  best  3D  technology. 

Only  1-2-3's  3D  technology  gives  you  easy 
access  to  256  worksheets  and  lets  you  build 
3D  formulas  just  like  you  do  in  2D.  Which 
ultimately  makes  consolidating,  comparing 
and  analyzing  data  much  simpler  In  compar- 
ison, Excel's  Workbook™  is  a  limited  imitation 
of  true  3D.  And  while  working  in  Group  Mode 
in  Borland's'  Quattrd'  Pro  for  Windows,  simply 
cutting  a  range  of  data  in  one  sheet  unfortu- 
nately means  you'll  delete  the  data  on  every 
sheet.  And  what's  worse,  you  can't  undo  it.  All 
of  which  means  if  the  analytical  power  of  3D 
technology  is  important  to  you,  1-2-3  is  still 
the  best  choice  you  can  make. 


They  knowthat  1-2-3 

for  Windows  now 

includes  the  most 

asked-for  enhancements. 

The  new  release  of  1-2-3 
for  Wmdows  Release  LI  includes 
a  number  of  performance 
enhancements.  For  example, 
it's  now  the  fastest  Windows 
spreadsheet  for  printing  on 
PostScripf  printers.  And  it's 
also  the  fastest  to  launch. 
We've  also  added  over  25 
innovative  new  features, 
usability  enhancements 
and  GUI  development 
tools.  The  result?  1-2-3 
for  Windows  is  now  more 
powerful  and  easier  to  use 

than  ever  before. 

♦ 

Theyknowthatl-2-3 

forWmdows  -* 

offersunmatched 
database  capabilities. 

It's  true.  If  you're  a  spread- 
sheet user  who  needs  to  access  exter- 
nal databases,  1-2-3  for  Wmdows  remains 
unmatched-particularlyif  you  need  rela- 
tional capabilities.  In  fact,  Corporate 
Computing  (August  1992)  recently  wrote  that 
Jar  the  experienced  1-2-3  database  user,  1-2^ 


•In  Canada  call  l-800-GO4X)TUS.  ©li)9i!  Lotus  DcvclDpiiK^nt  Corporation,  h^t  Camhrlilgc  Parkway,  CamliridM'',  MA  02141!.  All  rights  resprvptl.  Lotus,  I  2-3  und  DataLiMis  air  r 

Borland  and  Quattro  arc  ri'Historcd  Iradcniark.'s  of  Horlaiiil 


preadsheets 

out  1-2-3. 


for  Windows  with  DataLenf  is  the 
front- end  tool  of  choice!' 

They  know  we're  the 

best  company  to  do 

business  with. 

Not  only  do  more  people  prefer 
our  product,  but  according  to 
the  ComputerWorld  Spread- 
sheet Brand  Preference 
Study,  more  people  prefer 
our  company  And  even 
more  recently  the  Infor- 
mation Technology 
Association  of  America 
announced  that  Lotus 
has  been  awarded  its 
prestigious  Quality  Award 
recognizing  outstanding 
customer  service  and 
customer  satisfaction. 
So  if  you're  staying 
in  DOS  or  moving  to 
Windows  or  still  trying  to 
decide,  remember  one  thing. 
That  people  who  know  spread- 
sheets are  staying  with  1-2-3.  Call 
us  today  for  your  free  demo  disk  at 
1-800-TRADElIF!  ext  7360*  or  visit 
your  LiOtus  Authorized  Reseller. 


Lotus. 


1-2-3  forWtodows 


us  Development  Corporation.  Classic  is  a  regi.stered  trademark  licensed  to  Lotus  Development  Corporation,  Windows  and  Workbook  are  trademarks  of  Microsoft  Corporation. 
pi  is  a  registered  trademark  of  Adobe  Sy.stems,  Incorporated. 


Whether  they  want  it  or  not,  the  citizens  of  New  Orleans 
are  getting  a  gambling  casino.  The  numbers  don't  add 
up,  but  Governor  Edwin  "Silver  Zipper"  Edwards  has 
his  own  kind  of  arithmetic. 

Fantasyland 


By  Rita  Koselka 

IT'S  BEEN  SAID  that  Louisiaiiaiis  don't 
expect  good  government  from  their 
politicians,  but  they  do  expect  good 
entertainment.  If  so,  it's  a  particularly 
sadistic  entertainment  they  are  get- 
ting these  days  from  the  proposed 


Governor  Edwin  Edwards 
A  gambler's  governor. 


casino  project  in  New  Orleans. 

The  lead  comic  is  Governor  Edwin 
Edwards,  the  65 -year-old  French- 
speaking  Cajun,  famous  for  two  cor- 
ruption trials  while  in  office,  his  high- 
stakes  gambling  and  the  womanizing 
that  Playboy  says  earned  him  the  nick- 
name "the  Silver  Zipper."  Last  June 
the  Zipper  rammed  a  bill  through  the 
legislature  authorizing  casino  gam- 
bling in  New  Orleans,  specifying  a 
single  city-owned  site  a  stone's  throw 
from  the  French  Quarter.  Neither  the 
citizens  of  New  Orleans  nor  other 
Louisianans  were  permitted  a  referen- 
dum on  the  proposal.  Nor  is  it  at  all 


certain  they  would  have  approved  had 
they  been  given  the  chance. 

The  Louisiana  House  of  Represen- 
tatives hastily  passed  the  bill  by  one 
vote.  In  the  charade,  12  legislators 
changed  their  votes  after  polling  was 
closed.  Louisiana  legislators  often 
wait  to  see  which  way  the  vote  is 
going,  so  they  can  adjust  their  vote 
between  what  the  part)'  wants  from 
them  and  what  their  constituents 
want.  The  house  speaker,  Edwards 
supporter  John  Alario,  controlled 
which  lawmakers  would  be  allowed  to 
change  their  votes.  Thus  could  many 
legislators  both  do  their  governor's 
bidding  and  please  anticasino  constit- 
uents. Smelly .>  Louisiana  politics  are 
seldom  fragrant. 

A  lot  of  New  Orleans  citizens  were 
outraged.  Never  mind,  Edwards  as- 
sured them:  The  proposed  casino 
would  generate  a  minimum  of  $100 
million  a  year  in  revenues  to  help 
cover  the  state's  $600  million  annual 
deficit.  That's  not  all.  New  Orleans 
Mayor  Sidney  Barthelemy  says  he  ex- 
pects to  get  a  $30  million  upfront  fee 
from  the  casino,  and  projects  the  lease 
will  generate  around  $25  million  a 
year,  plus  create  5,000  jobs  directly 
and  15,000  indirectly. 

Maybe  so,  but  the  project  was  never 
seriously  debated,  and  the  arithmetic 
is  shaky.  Moving  fast  after  the  legisla- 
ture did  Governor  Edwards'  bidding, 
Mayor  Barthelemy  selected  developer 
Christopher  Hem  meter  and  Caesars 
World  to  develop  the  project  over 
three  rivals. 

Hemmeter  and  Caesars  proposed  a 
400,000-squarc-foot  edifice  modeled 
after  the  French  Empire  style.  With 
200,000  sc]uare  feet  of  casino  space,  it 
would  be  the  largest  gambling  joint  in 
the  world. 

Christopher  Hemmeter?  He's  been 


called  Mr.  Fantasy  Island  after  his 
hokey  Hawaiian  resorts,  and  with  the 
proposed  casino  he  lives  up  to  his 
nickname.  It  would  cost  a  staggering 
$490  million  and  be  a  sort  of  Bayou 
Disneyland,  with  an  indoor  waterway 
carrying  boats  ftill  of  gawkers  past 
animated  scenes  of  New  Orleans  his- 
tory— just  yards  from  the  real  French 
Quarter  and  the  Mississippi  River. 
Hemmeter,  53,  has  had  a  flamboy- 
ant career,  in  the  course  of  which 
Forbes  estimates  he  built  a  fortune 
worth  over  $200  million,  which  has 
since  dwindled  drastically.  One  of  his 
last  and  most  elaborate  Hawaiian 
projects,  the  Hyatt  Regency  Waiko- 
loa,  was  poorly  designed,  extremely 
expensive  to  operate,  and  has  been 
losing  money.  He  is  now  trying  to  sell 
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New  Orleans  Mayor  Sidney  Barthelemy 
The  casino  is  a  class  war  issue. 


his  last  interest  in  the  Waikoloa.  Con- 
vinced gambling  was  the  next  growth 
area,  last  year  he  opened  two  small 
Colorado  casinos,  named  BuH- 
whackers,  raising  the  money  through 
a  publicly  traded  REIT,  Resort  Income 
Investors. 

Hemmeter  has  a  partner.  New  Or- 
leans native  Daniel  Robinowitz,  who 
left  his  family's  local  tie  manufactur- 
ing business  to  become  a  real  estate 
developer  in  Texas  in  the  mid-1960s. 
He  went  bust  in  1975  and  by  the  mid- 
1980s  was  focusing  back  on  New 
Orleans,  where  he  built  two  shopping 
centers. 


bV 
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Robinowitz  brought  Hemmeter 
to  the  gambling  project  by  stressing 
lat  New  Orleans  attracts  10  million 
sitors  annually  for  its  food,  conven- 
ons,  festivals  and  antebellum  archi- 
cture.  But  diese  are  native,  natural 
itractions.  New  Orleans  lacked  a  spe- 
ally  engineered  tourist  destination. 
ichj^iy  not  a  casino? 

Even  before  the  bill  was  passed,  the 
lemmeter- Robinowitz  partnership 
:arted  buying  or  optioning  riverfront 
ind  around  the  proposed  casino  site; 
the  casino  is  built,  this  land  will 
lecome  immensely  more  valuable. 

To  get  the  deal,  Hemmeter  and 
lobinowitz  made  promises  almost  as 
antastic  as  the  proposed  building, 
hey  project  the  casino  will  generate 
bout  $700  million  in  revenues, 
hat's  more  than  a  tall  or- 
ller;  the  top-grossing  casi- 
lo  in  the  world  today,  At- 
antic  City's  Trump  Taj 
vlahal,  does  just  $400  mil- 
ion.  To  get  to  his  revenue 
;stimate,  Hemmeter  pro- 
ects  gross  wins  of  $3,402 
)er  square  foot,  compared 
vith  an  average  of  about 
52,000  in  Las  Vegas.  Hem- 
Tieter  projects  20%  net 
nargins;  his  partner,  Cae- 
sars, one  of  the  best  in  the 
business,  averages  a  littie 
jver  5%. 

University  of  Nevada- 
Las  Vegas  public  adminis- 
tration professor  William 
Thompson  points  out  that 
Hemmeter  projects  operat- 
mg  expenses  to  be  42%  of 
gross  revenues,  compared 
with  an  average  of  67%  in 
Las  Vegas.  Thompson  also 
questions  Hemmeter's  top-Une  ex- 
pectations, since  the  population  with- 
in 300  miles  of  New  (Orleans  is  only 
about  one -third  that  around  Las  Ve- 
gas or  one-sixth  that  of  Atiantic  City, 
making  comparisons  with  the  latter 
fallacious.  Thompson  and  fellow  pro- 
fessor John  Mills  predict  that  even  if 
Hemmeter  could  get  the  sky-high 
•revenues  he  projects,  the  casino 
would  still  lose  $64  million  a  year 
under  more  realistic  cost  assumptions 
(see  chart,  p.  65). 

Nevada  taxes  casinos  at  6.25%  of 
gross  wins.  Hemmeter  has  agreed  to 
pay  18.5%,  or  a  minimum  of  $100 
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million  to  the  state  and  another  3%  to 
5%  to  the  city.  Hemmeter's  line  is  that 
without  competition  his  casino  can 
pay  a  higher  tax  on  the  revenues.  But 
its  status  as  a  monopoly  is  not  assured. 
The  legislature  can  open  up  Louisiana 
to  more  casinos  with  a  simple  majority 
vote  and  the  governor's  approval. 
Strong  competition  exists  from  Indi- 
an reservations,  riverboat  gambling 
and  video  poker  machines  at  bars  and 
racetracks. 

Rivals  looked  at  the  deal  and 
walked  away.  John  Giovenco,  presi- 
dent of  Hilton's  gaming  operations, 
says  that  he  told  the  state  Hilton 
wouldn't  bid  on  the  project  if  a  $100 
million  minimum  tax  became  part  of 
the  law.  "That  was  just  too  big  a  risk 
for  us  to  bear,"  he  says.  Circus  Circus, 


Developer  and  self-styled  visionary  Christopher  Hemmeter 

"There  will  be  controversy— look  at  the  Sydney  Opera  House." 


Bally  and  Barbary  Coast,  all  experi- 
enced casino  operators,  also  declined 
to  bid. 

Many  casinos  can  count  on  restau- 
rant and  hotel  revenues  to  bolster 
revenues.  But  Hemmeter  and  Ro- 
binowitz promised  they  would  not 
compete  with  existing  New  Orleans 
establishments — no  new  hotels  or 
restaurants  on  the  casino  site. 

Yet  Hemmeter  and  Robinowitz 
project  a  return  of  about  38%  per  year 
on  equity  investment  and  10%  to 
lenders  on  top  of  the  high  tax  and 
le^se  burdens.  But  the  partners  them- 
selves do  not  appear  to  have  much 


faith  in  their  projections.  Currently 
Caesars  plans  to  put  up  only  $10 
million  in  equity.  According  to  Hem- 
meter's projections,  Caesars  should 
pull  out  over  $20  million  in  manage- 
ment fees  each  year.  Hemmeter  is  not 
known  for  putting  much  of  his  own 
money  into  projects.  Salomon  Broth- 
ers is  trying  to  raise  the  financing.  It 
faces  a  hard  sell. 

Political  cynicism  abounds  in  Loui- 
siana, and  rumors  are  rife  that  Ed- 
wards is  on  the  take  in  the  casino 
project,  although  no  one  can  offer  any 
proof.  Given  Edwards'  record  for 
scandals  and  alleged  corruption,  it  is 
no  surprise  that  the  rammed- through 
project  gives  rise  to  such  rumors. 
After  all,  it  was  to  Caesars  World  that 
Edwards  ran  up  some  of  the  huge 
gambling  debts  that  helped 
lead  to  his  two  federal  rack- 
eteering trials.  He  was 
eventually  acquitted. 

"Edwards  really  care 
about  a  state  revenue  gap.'' 
Make  me  laugh,"  says  Re- 
publican New  Orleans 
Councilwoman  Peggy  Wil- 
son. Edwards  declined  to 
talk  to  Forbes. 

Ralph  Brennan,  whose 
family  owns  four  well- 
known  restaurants  in  New 
Orleans,  is  only  one  of  the 
many  New  Orleanians  out- 
raged that  they  were  not 
allowed  a  referendum  on 
the  issue.  He  even  carries  in 
his  wallet  a  miniature  copy 
of  the  voting  tally  with  ar- 
rows showing  vote 
changes.  Brennan  is  not  en- 
tirely disinterested:  He 
fears  the  casino  will  take 
customers  away  from  local  merchants 
and  restaurateurs,  but  it  is  hard  to  see 
how  the  cit)'  would  benefit  from  a 
casino  that  takes  big  chuaks  out  of  the 
existing  tourist  trade.  Things  are  dif- 
ferent in  Las  Vegas  and  Atlantic  City, 
neither  of  which  would  have  much 
tourism  without  the  casinos.  No  sur- 
prise, then,  that  the  New  Orleans 
Business  Council  opposes  tiie  casino. 
Suspicions  about  the  project  were 
heightened  in  late  1991  by  a  junket 
taken  by  Mayor  Barthelemy,  Senate 
President  Samuel  Nunez,  City  Coun- 
cilman Lambert  Boissiere  and  their 
wives.  Hemmeter  paid  for  the  four- 
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You're  looking  at  a  sport  utility 
vehicle  that  holds  some  of  the  biggest 
innovations  in  the  4x4  world. 

Jeep.  Grand  Cherokee  Limited. 
Its  revolutionary  Quadra-Trac'  all- 
the-time  four-wheel  drive  system 
automatically  adjusts  itself  to  dif- 
ferent road  conditions. 

Its  sophisticated  Automatic 


Temperature  Control  system  keeps 
the  driving  environment  exactly  at 
your  precise  setting. 

And  if  you're  looking  for 
power,  Grand  Cherokee  is  the  only 
vehicle  in  its  class  v^th  an  available 
V8  engine.  It  also  features 


four-wheel  anti-lock  brake  system. 
For  more  information,  call 
1-800 -JEEP-EAGLE.  And  prepare 
to  be  amazed  at  how  much  tech- 
nology our  engineers  were  able 
to  fit  into  a  4x4  area. 


POWtft»4IN  00 


an  exclusive  driver's  side 
air  bag  and  an  advanced 


There's  Only  One  Jeep!.,  j^ 

A  Division  of  the  Chrysler  Corporation. 


See  limited  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety. 
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New  Orleans 


The  road  to  information  and 
adventure  is  yours  when  you  order  the 
exriting  new  Jeep  and  Eagle  Adventure 
Disk.  For  just  $6.95,  youTl  get  all  the 
facts  about  Jeep^  and  Eagle  products, 
including  a  detailed  description  of 
Grand  Cherokee's  full-time  four-wheel 
drive  system.  And  Eagle  Vision's  revolu- 
tionary cab-forward  design.  Plus,  get 
pricing  information  and  a  fascinating 
wildlife  photographer  adventure  game. 

The  3y2.-inch  disk  runs  on  any 
DOS-compatible  computer  with  a 
VGA  graphics  adapter.  Please  allow 
4  to  6  weeks  for  delivery. 

To  order  your  Jeep  and  Eagle 
Adventure  Disk,  call 

1-800-521-0953. 


Jeep. 

ADivisionof  the  Chrysler  Corporation. 

Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 
Buckle  up  for  safety. 
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Bad  debt  expense 
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Other  casino 
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Management  fees 

State  and  city 
gaming  taxes 


Source:  Professors  John  Mills 
and  William  Thompson, 
University  of  Nevada  i 
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New  Orleans'  Nevada  model's 

projected  expenses     projected  expenses 


A  study  done  for  the  New  Orleans  Times-Picayune  comparing  Chris  Hemmeter's 
projected  income  statement  with  a  Nevada  casino,  given  the  same  revenues. 


day  all-expense-paid  tour  of  his  Ha- 
waiian hotels.  Soon  after,  his  partner, 
Dan  Robinowitz,  flew  Edwards  and 
his  twentysomething  girlfriend,  Can- 
dy Picou,  to  Colorado  for  a  weekend. 
Hemmeter  and  Caesars  hired  two 
longtime  Edwards  cronies  and  one 
Barthelemy  ally,  including  William 
Broadhurst  (the  man  who  put  togeth- 
er Donna  Rice  and  Gary  Hart),  to 
work  on  their  behalf.  After  criticism 
appeared  in  the  New  Orleans  Times- 
Picayune,  and  before  being  cited  by 
the  state's  Board  of  Ethics,  the  mayor 
and  two  other  legislators  paid  back 
Hemmeter  for  their  trip.  Edwards 
repaid  Robinowitz  $825. 

Nor,  despite  repeated  requests,  has 
the  New  Orleans  City  Council  been 
able  to  examine  a  Hemmeter  financial 
statement. 

The  whole  thing  is  a  kind  of  throw- 
back to  an  earlier,  unlamented  phase 
in  American  politics.  The  state  gam- 
ing commission,  which  must  license 
the  Hemmeter/Caesars  group,  only 
started  up  in  December.  By  law,  all 
nine  commissioners  are  proposed  by 
the  governor  and  must  be  ratified  by 
the  senate.  Four  of  the  governor's 
initial  appointees  were  not  approved 
or  withdrew,  even  in  this  largely  rub- 
ber-stamp process,  because  back- 
ground checks  revealed  previous 
money  problems,  including  two  per- 
sonal bankruptcy  filings. 

Do  Hemmeter  and  Robinowitz 
really  believe  their  extremely  optimis- 


tic projections?  Or  are  the  numbers 
for  bargaining  purposes  only?  It's 
anybody's  guess.  In  business  as  in  sex, 
it's  an  ancient  ploy:  Promise  whatever 
it  takes  to  land  the  deal,  then  forget 
the  promise.  Once  the  casino  is  built 
and  people  are  employed,  Hemmeter 
will  have  the  leverage  to  threaten  to 
close  down  if  the  tax  rate  isn't  low- 
ered, more  expenses  aren't  made  de- 
ductible, or  if  he's  not  allowed  to 
open  hotel,  restaurant  or  retail  opera- 
tions in  the  casino. 

So  stands  the  comedy.  Mayor  Bar- 
thelemy draws  laughs  when  he  says, 
"the  majority  of  the  people  of  New 
Orleans  would  be  supportive  of  the 
casino."  Lacking  a  referendum,  no 
one  will  know  for  sure,  but  Forbes 
took  its  own  informal  cab  driver  poll. 
Out  of  seven  cabbies  (five  black,  two 
white,  all  males  between  35  and  60), 
only  one  was  in  favor  of  a  casino,  as 
against  two  maybes  but  probably  not, 
and  four  distinct  noes.  None  of  these 
men  claimed  to  be  i.iorally  troubled 
by  gambling.  Their  objections  grew 
out  of  long  exposure  to  local  politics. 
They  were  convinced  that  only  politi- 
cians and  their  cronies  would  benefit 
from  a  casino.  Wouldn't  it  bring  them 
extra  fares?  No,  they  felt.  It  would 
only  bring  more  congestion  in  the 
French  Quarter. 

Maybe  the  cabbies  were  being  too 
cynical,  but,  given  the  project's  bloat- 
ed arithmetic  and  their  governor's 
record,  who  could  blame  them?     ^ 
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Little  Southwestern  Public  Service  Co.  is  one  of  the 
nation's  best-run  utilities.  If  its  boss  has  his  way,  it  may 
soon  be  operating  on  a  far  bigger  scale. 

''WeVegotto 
take  more  risk" 


By  William  P.  Barrett 

IT'S  A  TRUISM  in  the  electric  utility- 
industr}'  that  the  efficient  operators 
get  penalized  and  the  inefficient  ones 
get  rate  increases.  WTiich  is  \\h\'  S749 
million  (fiscal  1992  revenues)  South- 
western Public  Ser\'ice  Co.  could 
soon  be  a  victim  of  its  own  success. 

The  little  Amarillo,  Tex. -based  util- 
it\',  known  by  its  initials,  SPS,  sports 
the  second-highest  five-year  return 
on  equit)' — 15.9% — of  the  investor- 
owned  electric  utilities 
(Forbes,  Jan.  4).  The  company 
sells  electricit)'  for  about  20% 
below  the  national  average  per 
kilowatt-hour — and  almost 
40%  below  some  of  its  neigh- 
bors. SPS  residential  customers 
pay  6.5  cents  per  kilowatt-hour, 
compared  with  Con  Edison's 
13.9  cents.  The  chairman  and 
chief  executive  is  Bill  Helton, 
54,  who  joined  the  utilitx'  right 
out  of  high  school  as  a  ground 
crew  lineman.  SPS  gets  so  few 
customer  complaints  that  Hel- 
ton has  a  listed  home  phone. 

SPS  serves  economically  ailing 
parts  of  Texas,  New  Mexico, 
Oklahoma  and  Kansas,  co\er- 
ing  a  region  larger  than  New 
York  State  with  bareh'  2,000 
employees.  It  has  little  debt  for  a 
utilit)'  and  pays  out  95%  of  its 
earnings  as  dividends. 

How  does  SPS  stay  so  lean? 
Instead  of  getting  into  the  cost- 
ly and  politically  sensitive  nucle- 
ar business  in  the  1970s,  SPS 
built  plants  that  used  abundant, 
relatively  clean  low-sulfiir  coal 
and  locally  produced  natural 
gas,  avoiding  expensive  envi- 
ronmental costs.  When  other 


udlities  were  adding  generating  ca- 
pacit)'  in  the  1980s  or  diversif\ing 
into  unrelated  areas  like  real  estate,  SPS 
stopped  expanding  and  stuck  to  ba- 
sics. It  set  up  an  in-house  engineering 
department  to  design  power  plants 
for  others  as  well  as  for  SPS,  and 
operates  it  at  a  profit. 

SPS  is  just  plain  chintzy.  Rather  than 
wasting  money  on  constructing  a  fan- 
c\'  landmark  headquarters,  it  rents 


Bill  Helton  of  Amanllo's  Southwestern  Public  Service 
Cheap  rates,  little  debt  and  lots  of  prospects. 


space  ($10  a  square  foot  annually)  in  a 
downtown  bank  building.  Thanks  to 
S93  million  of  overfunding,  SPS  hasn't 
added  to  its  pension  plan  since  1986." 
Helton  thinks  he  can  create  some 
useftil  leverage  for  his  shareholders  by 
practicing  his  lean  operating  style  on  a 
larger  scale.  He  has  proposed  that  SPS 
take  o\er  bankrupt  El  Paso  Electric 
Co.  He  hopes  to  buy  El  Paso's  $1.6 
billion  of  assets  at  a  substantial  dis- 
count, financing  the  deal  b)'  selling 
high-rated  SPS  debt;  El  Paso's  share- 
holders could  be  all  but  wiped  out  and 
bondholders  could  take  a  big  haircut. 
Helton  is  also  eyeing  several  financial- 
ly troubled  electric  co-ops  along  his 
senice  boundaries.  And  he  hasn't 
ruled  out  making  a  play  for  troubled 
Public  Ser\'ice  Co.  of  New  Mexico, 
especially  if  its  dire  financial  shape 
forces  a  reorganization. 

Helton  has  already  made  a  deal  to 
put  up  SIO  million  to  build  two  pow- 
er generators  in  South  Carolina  that 
will  run  on  municipal  waste,  using 
innovative  technology'  that,  Helton 
acknowledges,  involves  risk.  But,  he 
declares,  "We're  not  a  dyed-in- 
the -wool  central  power  static 
utilit)'." 

Of  these  moves  Helton  says: 
"We've  got  to  take  more 
risk" — but  not  outside  of  elec- 
tricity'. Why  this  need  to  ex- 
pand.^ Some  think  the  industry' 
could  be  heading  for  near-term 
tough  times  after  riding  high  for 
a  while  on  low  interest  rates,, 
fiiel  and  labor  costs.  Already  SPS' 
annual  growth  is  down  from  a 
heady  5%  in  the  mid-1980s  to 
way  less  than  2%  now.  Then 
there  are  Texas'  politically  at- 
tuned utilit)'  regulators.  Do 
they  lavish  praise  on  this  model 
utilit)'.'  Not  ver)'  often.  In  fact, 
Texas  regulators  are  pondering 
whether  to  force  on  SPS  a  third 
rate  cut  in  ten  years.  They  don't 
like  that  nice  return  on  equity, 
although  the  customers  aren't 
complaining. 

At  a  recent  32,  SPS  yields  7% 
and  sells  for  about  13  times 
expected  earnings  for  fiscal 
1993  (which  ends  Aug.  31)  of 
$2.45  a  share.  If  Helton's  ex- 
pansion plans  bear  fruit,  SPS 
could  turn  into  a  growth  stock 
as  well  as  an  income  stock.    ^M 
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ax  County  has  more 
college  graduates  than: 


a.  Atlanta 

b.  Boston 
c  San  Frandsco 
d  Denver 

e.  Minneapolis 

f.  Seattle 

g.  M  of  the  above 


If  you  answered  "g"  you're 
pretty  astute  yourself. 

You're  also  keenly  aware  that 
to  succeed  in  the  21st  century, 
you're  going  to  need  the  most 
intelligent  employees  you 
can  find.  Nowhere  in  America 
will  you  find  more  of  them  than 
in  Fairfax  County,  Virginia. 

Ofour  800,000  residents, 
more  than  20,000  are  doctoral 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
continue  to  upgrade  tiieir  skills 
with  technical,  occupational  or 
post-graduate  study 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  information,  just  clip 

file  coupon  or  call. 

I 1 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name 


Title 


Company . 

Address 

City 

Zip 


State 


Phone 


Fairfax  County  Economic  Development  Authority 
8)00  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  70}-790-0600,  Fax  70}-893-l269                   fb9 
I I 


Faufax  County,  Wgmia.  The  21st  Century  Is  Here. 


Adding  1  million  demobilized  soldiers  to  Russia's 
already  huge  army  of  unemployed  confronts  Boris 
Yeltsin  with  a  situation  not  unlike  that  which  preceded 
the  rise  of  Nazism  in  Germany. 

Red  Anny  scare 


By  Paul  Klebnikov 

On  a  snovvy  afternoon  in  Moscow  last 
month,  in  a  half-completed  building 
belonging  to  the  Institute  of  Avia- 
tion, three  dozen  former  Soviet  Army 
officers,  surplus  to  Russia's  greatly 
reduced  militan'  needs,  joined  the 
capitalist  SN'Stem.  They  were  handed 
diplomas  certifying  they  had  complet- 
ed a  four- month  course  in  marketing 
and  business  administration. 

It  was  a  grand  event.  Banquet  ta- 
bles were  laden  with  vodka,  cham- 
pagne, fruit  and  hors  d'oeuvres.  One 
of  the  graduates,  Lieutenant  Colonel 
Alexander  Lanskoi,  had  landed  a 
management  job  at  a  Moscow  lumber 
company.  He  \\as  in  an  expansive 
mood:  "In  today's  conditions,  we 
officers  are  the  least  corrupted  and  the 
most  practical  social  group.  We  will 
help  build  business  in  Russia!" 

But  not  all  his  fellow  dischargees 
face  so  hopeful  a  hiture.  Estimated  at 
about  2.5  million  men  today  (versus 
1.8  million  men  and  women  in  the 
U.S.  armed  forces),  the  Russian  Army 
is  supposed  to  shrink  to  1 .5  million  by 
the  end  of  1995.  In  1993-94  alone, 
76,000  officers  are  scheduled  to  be 
laid  off;  in  1995-96,  a  further 
1 26,000.  Most  will  be  retired  without 
pension. 

"To  be  an  officer  used  to  be  a  post 
of  the  highest  prestige,"  says  Lieuten- 
ant Colonel  Grigorii  Ivanchenko,  re- 
centh'  demobilized  and  a  graduate  of 
the  government's  business  training 
program.  "Now  what  are  we  sup- 
posed to  do,  become  janitors  or  night 
watchmen.'" 

What  will  they  do.'  "It's  a  live  gre- 
nade spinning  at  our  feet,"  says  Na\y 
Captain  Valery  Baranovsky,  who  is 
one  of  those  responsible  for  officer 
retraining  at  the  xMinistr)'  of  Defense. 
Captain  Baranovsky  remembers  what 
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happened  when  imperial  Germany 
collapsed  after  World  War  I  and 
loosed  hordes  of  jobless,  angr\^  ex- 
soldiers  on  a  depressed  economy. 
Joining  with  organizations  like  the 
Stahlhelm  and  freelance  nationalistic 
armies  like  the  Freikorps,  armed 
bands  roamed  the  countn^side,  de- 
posing local  governments  and  fight- 
ing communists,  Poles  or  anyone  else 
who  seemed  to  threaten  German 
honor.  They  formed  the  backbone  of 
the  early  Nazi  Part)'  and  paved  the  way 
for  the  Third  Reich. 

In  Russia  a  growing  number  of 
demobilized  ser\'icemen  have  already 
been  showing  up  in  various  shadowy 
paramilitan,'  roles.  Man\'  professional 
soldiers  have  hired  themselves  out  as 
enforcers  for  the  crime  syndicates  that 
are  becoming  a  blight  on  Russia's 
struggling  business  sector.  In  the 
bloody  ethnic  wars  in  the  Caucasus, 
several  thousand  Russian  soldiers  are 
working  as  mercenaries  for  various 
sides;  Russian  militan'  commanders 
have  been  selling  guns,  tanks  and  even 
aircraft  to  the  regional  warlords. 

Disgruntled  soldiers  are  already  in- 
fluencing Russian  politics.  Last  July 
Russian  President  Boris  Yeltsin  and 
his  foreign  minister  were  preparing  to 
leave  for  Japan  to  discuss,  among 
other  things,  the  Kurile  Islands  dis- 
pute. But  on  the  eve  of  their  depar- 
ture, the  Russian  General  Staff  circu- 
lated a  harsh  memo  rejecting  out-of- 
hand  any  territorial  concessions  to  the 
Japanese.  Feeling  the  nationalist  pres- 
sure, Yeltsin  canceled  his  trip. 

There  have  been  other  militan,' 
challenges  to  Russia's  struggling  de- 
mocracy. Last  October  Russian  mili- 
tary' commanders  in  the  Baltics  unilat- 
erally refused  to  continue  their  with- 
drawal from  the  republics.  They  were 


Officers  on  parade 
in  Red  Square 
Since  the 
1991  coup,  local 
commanders 
have  increasingly 
shown  open 
defiance  of  the 
government's 
orders. 


Troops  with- 
drawing from 
Eastern  Europe 
A  new  genera- 
tion of  entrepre- 
neurs? Says  one 
officer:  "We  will 
help  build  busi- 
ness in  Russia!" 
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supported  by  Russia's  Ministry'  of  Dc 
fense,  now  dominated  by  young 
"fighting  generals"  who  cut  their 
teeth  in  Afghanistan.  Yeltsin  soon 
caved  in  and  let  the  troops  stay  in  the 
Baltics.  Informally,  the  withdraw.! I 
has  resumed,  but  at  a  snail's  pace. 
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Major  General  Alexandr  Lebed  is 
commander  of  the  Fourteenth  Army 
in  Moldova,  where  hundreds  of  peo- 
ple were  killed  last  year  in  ethnic 
fighting  between  pro- Russian  and 
pro-Romaniap  groups.  Lebed  has 
openly  defiecl-Yeltsin's  orders  to  with- 
draw the  Fourteenth  Army  from  Mol- 
dova. There  it  stays,  actively  aiding 
the  turbulent  region's  Russian-speak- 
ing population. 

Many  Russian  officers  and  ex-offi- 
-cers  have  joined  paramilitary  cossack 
associations.  A^caste  of  soldier-farm- 
ers with  traditions  going  back  centu- 
ries, the  Cossacks  were  largely  liqui- 
dated by  the  Bolsheviks  in  the  Russian 
Revolution.  Now  the  caste  is  recruit- 
ing again  all  across  the  former  Soviet 

Forbes  "March  1,1993 


Union,  from  southern  Ukraine  to  the 
Chinese  frontier. 

Boosting  their  forces  with  demobi- 
lized soldiers  and  their  equipment, 
the  cossack  groups  claim  a  total  mem- 
bership of  4  million.  Most  cossack 
associations  have  so  far  avoided  na- 
tional politics.  But  with  25  million 
Russians  living  outside  the  borders  of 
the  Russian  republic,  it  comes  as  no 
surprise  that  freelance  cossack  groups 
are  starting  to  cross  borders  to  defend 
Russian -speakers  in  other  ex-Soviet 
repubUcs. 

Can  all  this  energy  and  anger  be 
channeled  into  more  productive  uses? 
There's  reason  to  hope.  Says  Ivan- 
chenko,  "We  officers  will  help  raise 
moral  standards  in  business.  We  are 


good  managers  because  we're  reliable 
and  disciplined.  An  officer's  word  is 
his  honor!" 

Mark  Mariska,  an  American  busi- 
nessman who  wholesales  Avon  and 
Kodak  products  in  Russia,  prefers  to 
hire  veterans  of  the  iVfghan  war— 
Afghantsy.  Says  Mariska,  a  48 -year- 
old  Vietnam  veteran:  "The  Afghantsy 
are  an  emerging  managerial  and  en- 
trepreneurial class.  .  .  .  I've  been 
working  [in  Russia]  for  five  years,  and 
I  haven't  come  across  anything  ap- 
proaching their  work  ethic  and  busi- 
ness ethic." 

There's  a  historical  irony  for  you:  A 
war  that  helped  bring  down  the  Soviet 
Union  may  have  provided  a  genera- 
tion of  free-enterprise  pioneers.      Hi 
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Casinos  are  popping  up  all  over, 
Wall  Street  is  pumping  up  gambling  stocks, 
legislators  are  already  spending 
anticipated  revenues  from  gaming. 
It's  time  to  leave  the  table. 

Snake  eyes 


By  Rita  Koselka  and  Christopher  Palmeri 


"I'd  tell  anyone  who  was  thinking 
of  opening  their  communit)'  to  casino 
gambling  to  have  his  head  exam- 
ined," sighs  Jack  Hidahl,  the  cit\' 
manager  of  Central  City,  Colo.  Why 
the  long  face?  Central  Cit)'  opened  its 
doors  to  casino  gambling  in  1991, 
and  since  then  the  cit\''s  tax  revenues 
have  increased  from  $350,000  to 
$6.5  million  a  year. 
Yes,  but  there's  another  side  to  the 


stor)^  Central  City's  costs  to  support 
its  new  industry — for  more  cops, 
building  inspectors  and  cit>'  plan- 
ners— have  also  soared.  Bottom  line: 
Central  Cit^''s  debt  has  ballooned 
from  $500,000  in  1988  to  $20  mil- 
lion today.  Hidahl  still  believes  it  was 
the  only  way  for  Central  Cit)',  a  virtual 
ghost  town,  to  sur\'ive.  But  in  the 
meantime,  the  city  has  run  amok. 
Casino  gambling  is  now  legal  in 


some  form  in  20  states,  up  from  just  2J 
in  1989.  And  70  Indian  reser\'ationsi 
have,  or  are  building,  casinos.  But  like 
compulsive  gamblers  who  refuse  to 
see  that  the  odds  are  always  against 
them,  state  legislators,  Wall  Street  and 
bank  lenders  all  are  ignoring  the 
mounting  evidence  that  the  gambling 
bubble  is  nearing  the  bursting  stage. 

For  example,  Iowa  was  the  first 
state  to  legalize  riverboat  gambling  in 
1989.  To  allow  for  some  sin  but  not 
too  much,  the  state  put  in  tough 
restrictions  limiting  the  size  of  an 
individual  bet  to  $5,  and  any  one 
person's  losses  to  $200  a  night.  It 
restricted  the  floor  space  permitted 
for  gambling  to  one-third  of  the  boat 
and  required  the  boat  to  leave  the 
dock  for  two-hour  cruises  during 
most  of  the  year. 

One  of  the  first  entrepreneurs  to 
obtain  an  Iowa  riverboat  gambling 
license  was  John  Connelly,  a  bluster- 
ing salesman  who  has  run  dinner 
cruise  lines  in  Pittsburgh,  New  York 
City  and  St.  Louis.  "I'm  going  to  use 
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President 
Riverboat 
Chairman 
John  Connelly 
Telling  Iowa 
politicians  to 
change  the  rules 
or  he's  going 
sailing. 
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nis  key  to  unlock  the  dreams  that 
ou,  the  legislators,  the  mayor  and 
ouncil,  and  the  people  of  Davenport 
tave  had,"  promised  Connelly  as  he 
urned  the  key  to  his  new  casino 
iverboat  in  April  1991. 

Instead,  he  opened  a  Pandora's 
)OX.  By  June  of  that  year  Iowa  had  five 
>oats  plying  the  Mississippi.  They 
irAenerated  more  than  $22  million  in 
;ii  axes  through  December  of  1992. 
3ut  competition  soon  kicked  in.  Wor- 
gl  ried  about  losing  potential  tax  reve- 
al lues  to  Iowa,  Illinois  legalized  river- 
n(  [)oat  gambling  in  1990.  Iowa's  re- 
strictions gave  Illinois  boats — which 
nave  no  betting  or  floor  space  limits — 
a  big  advantage. 

Last  March  a  beautiful  new  gam- 
bling boat  was  launched  in  Rock  Is- 
and.  111.,  directly  across  the  river  from 
Davenport.  Revenues  on  Connelly's 
boat  dropped  27%  for  the  six  months 
ending  in  August  of  last  year.  Profits 
fell  more  than  30%.  Naturally,  Iowa's 
tax  revenues  from  gambling  have  be- 
gun to  decline. 

Now  Connelly  is  telling  Iowa's  pol- 
iticians that  unless  they  relax  the 
state's  regulations,  he'll  float  his  river- 
boat  downstream  to  some  place  like 
Mississippi.  Addicted  to  their  new 
stream  of  revenues,  the  politicians  will 
probably  let  Connelly  have  his  way 
with  them.  So  much  for  all  those  well- 
intentioned  rules  designed  to  legalize 
gambling  but  not  the  abuses  that 
usually  accompany  it. 

"We're  in  a  race  to  the  bottom  with 
each  state  requiring  the  stakes  to  be 
raised  and  taxes  lowered,"  says  Iowa 
state  representative  Robert  Rafferty. 
"We're  all  now  competing  for  a  lower, 
class  of  gambler,  the  ones  who  can't 
afibrd  it." 

Further  west,  in  Colorado,  of  the 
almost  100  casinos  that  have  opened 
in  the  state  since  1991,  33  have  al- 
ready been  bought  up  by  competitors 
or  closed  down.  Some  50%  are  proba- 
bly losing  money. 

Wall  Street,  never  immune  to  fe- 
vers, is  delirious  over  gambling-relat- 
ed stocks.  Promus,  Circus  Circus  En- 
terprises and  Mirage  Resorts,  all  expe- 
rienced casino  operators,  have  seen 
their  market  values  increase  by  any- 
where from  30%  to  130%  in  the  last 
year.  Those  are  real  firms  with  proven 
records.  By  contrast,  shares  in  Lyle 
Berman's  Grand  Casinos   (Forbes, 
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How  Lowell 
Weickei*  said 
no  to 
gambling 


Connecticut's 
Governor 
Lowell  Weicker 


Connecticut  Governor 
Lowell  Weicker  is  a  vocal 
opponent  of  casino  gam- 
bling in  his  home  state.  "If 
you  lie  down  with  dogs, 
you  get  up  with  fleas,"  has 
been  his  standard  rebut- 
tal. But  the  pressure  on 
Weicker  has  mounted. 
Cities  such  as  Bridgeport 
have  teetered  near  bank- 
ruptcy, while  the  Fox- 
woods  Casino  on  the  Ma 
shantucket  Pequot  Indian 
reservation  has  been 
minting  money  since  it 
opened  a  year  ago.  Casi- 
nos were  proposed  in 
Bridgeport  and  Hartford. 
But  Connecticut's  In- 
dians were  not  allowed  to 


have  slot  machines  with- 
out state  approval — and  the 
slots  are  the  most  profit- 
able part.  Moreover,  a  casi- 
no in  Bridgeport  or  Hart- 
ford would  divert  valuable 
New  York  Cit)'  customers 
away  from  the  Indians' 
more  distant  casino. 

So  Weicker  and  the  In- 
dians cut  a  deal.  Weicker 
gave  the  Indians  a  mo- 
nopoly on  slot  machines.  In 
return,  the  Indians  will 
pay  the  state  around  $100 
million  a  year  starting 
next  year,  or  about  25%  of 
slot  machine  revenues. 
Weicker  has  earmarked  the 
money  for  the  state's 
municipalities.     -R.K.  WM 


Aug.  17, 1992)  have  jumped  70%,  to  a 
recent  price  of  23^4,  since  June,  even 
while  one  of  the  firm's  underwriters 
was  reducing  its  1993  earnings  esti- 
mate from  $1.50  to  40  cents  a  share. 

In  December,  John  Connelly  float- 
ed stock  in  his  President  Riverboat 
Casinos  at  $18.50  a  share.  It  traded 
recently  for  AIVa.,  valuing  his  50%  of 
the  company  at  more  than  $190  mil- 
lion. President's  revenues  for  the  first 
three  quarters  of  this  fiscal  year  came 
to  $70  million. 

Waiting  in  Wall  Street's  wings  are 
Gaming  Corp.  of  America  and  Argosy 
Gaming  Corp.,  two  more  gambling 
companies  that  are  expected  to  go 
public  in  the  next  few  weeks. 

Sometimes  the  states  try  to  get 
directly  involved.  When  this  happens. 


things  generally  take  a  distinct  turn 
for  the  worse. 

Example:  New  York's  six  regional 
OflP-Track  Betting  Corp.  entities, 
which  run  ofltrack  betting  in  the 
state.  The  New  York  City  OTB  barely 
broke  even  in  1992,  but  shutting  it 
down  is  politically  nonviable.  OTB  em- 
ploys too  many  people,  many  union- 
ized— over  1,500  in  New  York  City 
alone.  As  quasi-public  employees, 
they  are  entitled  to  pensions  after  20 
years.  What  started  as  a  revenue 
source  may  soon  degenerate  into  a 
moneylosing  bureaucracy. 

Even  lotteries  are  hurting.  Tom 
Hantges  of  USA  Capital,  a  Las  Vegas 
investment  firm,  reports  that  as  lotter- 
ies have  spread  to  some  36  states, 
lottery  revenues  are  declining  in  over 


Biloxi,  the  next  Las  Vegas? 

Company 

Prim 

^alpc 

F^rninoc  r\^f   'hsrp 

M;irkpt 

recent 

—52  week- 

($mil) 

latest  12       1993 

value 

high 

low 

mo             est 

(Smil) 

Casino  America 

17V2 

22% 

9% 

NA 

$0.39             NA 

$101 

Casino  Magic 

21 

2572 

8% 

$2,2 

NA          $1.50 

176 

Grand  Casinos 

IZVa 

2674 

10% 

7.1 

0.24           0.40 

340 

Players  IntI 

W/a 

ISVb 

272 

23.6 

(1.01)         (0.44) 

85 

President  Riverboat 

421/4 

5074 

21% 

70.0 

NA             NA 

384 

NA:  Not  available. 

Sources:  Value  Line  and  IBES  Inc.  via  Lotus  One  Source. 


Wall  Street  has  bid  up  the  stocks  of  these  young  companies, 
all  hoping  to  cash  in  as  gambling  moves  to  nontraditional  locales. 
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Gambling 


a  quarter  of  them. 

No  player  is  immune  from  compe- 
tition. According  to  consultant  Eu- 
gene Christiansen,  when  Atlantic  City 
opened  up  to  gambling  in  1978,  Las 
Vegas  casinos'  revenues,  which  had 
been  growing  at  15%  a  year,  slowed  to 
just  4%  a  year,  until  a  massive  invest- 
ment in  rebuilding  Las  Vegas'  casinos 
got  growth  going  again. 

The  essential  fact  about  gambling  is 
this:  To  generate  significant  new  tax 
revenues,  a  community  must  attract 
tourists  from  other  communities,  as 
Las  Vegas  does.  "It  only  works  if  you 
can  import  gamblers,"  says  Universi- 
ty of  Nevada- Las  Vegas  public  admin- 
istration professor  William  Thomp- 
son, a  specialist  in  gambling.  "Other- 
wise, you  are  just  diverting  money 
from  other  businesses." 

And  there's  the  rub.  As  gambling 


Colorado's  casinos 

The  gold  rush  is  already  over. 


spreads,  importing  gamblers  into  a 
market  becomes  increasingly  difficult. 
Christopher  Hemmeter,  who  is  de- 
veloping a  casino  in  New  Orleans  (see 
story,  p.  62),  says  that  he  and  other 
casino  developers  must  move  so 
quickly  because  there  is  a  limited  win- 
dow of  opportunity  for  financing. 
Hemmeter  is  right.  Pretty  soon,  in- 
vestors and  lenders  will  realize  that 
the  gambling  bubble  is  about  to 
burst.  ■■ 


Video  Lottery  Technologies  is  trying  to  stage  a  major 
comeback.  But  bad  things  just  keep  happening. 

Stomi  clouds 


By  Dyan  Machan 

Last  September  $111  million  (1992 
sales)  Video  Lottery  Technologies, 
Inc.  took  a  major  hit  when  its  founder 
and  chairman,  Larry  Lippon,  was  be- 
ing pressed  to  resign.  Lippon  was 
discovered  to  have  done  business  with 
two  convicted  criminals,  lied  to  Mon- 
tana authorities  to  conceal  one  of 
those  criminals'  ownership  in  a  busi- 
ness and  to  have  fimneled  political 
contributions  to  a  gubernatorial  can- 
didate through  top  Video  Lottery 
officers.  Video  Lottery's  stock 
plunged  from  24  to  14. 

Video  Lottery  makes  low-stakes  (a 
nickel  to  $2.50  bet)  video  poker  game 
machines  for  bars  in  the  handfiil  of 
states  that  allow  such  gambling.  The 
company  needs  a  pristine  image  when 
dealing  with  state  legislators.  So  the 
Video  Lottery  board  moved  quick- 
ly— distancing  itself  from  Lippon  and 
hiring  Daniel  Bower,  formerly  of  rival 
Scientific  Games  Inc.,  as  chairman 
and  James  Davey,  the  director  of  the 
Oregon  State  Lottery,  as  chief  operat- 
ing officer. 

But  Davey  and  Bower  are  having 
trouble  burnishing  Video  Lottery's 
image.  Bower  started  schmoozing 
West  Virginia  lottery  director  E.E. 
(Butch)  Bryan.  The  state  was  about  to 
launch  video  gambling,  and  a  $40- 
million-plus  contract  loomed.  Video 
Lottery  badly  wanted  that  to  win  back 
Wall  Street's  confidence. 

For  a  while  things  looked  pretty 
good.  Bryan  announced  that  West 
Virginia's  business  would  be  awarded 
to  a  single  supplier  rather  than  sever- 
al— an  unusual  move  that  prompted 
one  lottery  commission  member,  Fre- 
drick Haddad,  to  resign. 

"Yes,  we  had  the  inside  track,"  says 
Stephen  Barrett,  Video  Lottery  chief 
executive  officer.  "Our  machines  pro- 
duce more  revenue." 

Unfortunately,  in  its  formal  Dec. 
3 1 ,  1992  application  for  the  contract, 
Video  Lottery  neglected  to  mention  a 


A  Video  Lottery  machine  in  action 

Low  stakes  in  a  high-stake  business. 


$1,000  campaign  contribution  to 
Governor  Gaston  Caperton  made  last 
May  by  Lippon.  An  earlier  $1,000 
contribution  to  the  governor  by  Bow- 
er wasn't  publicized  until  after  the 
company's  bid. 

Finally,  in  late  Januar)',  an  angered 
Governor  Caperton  suspended  the 
awarding  of  any  contract.  Almost  si- 
multaneously, the  Federal  Bureau  of 
Investigation  started  probing  the  po- 
litical contributions  and  Video  Lot- 
ter)''s  possible  role  in  influencing 
West  Virginia's  gaming  commission. 
Bryan  suddenly  resigned. 

What's  more,  the  Oregon  Govern- 
ment Ethics  C'ommission  is  now  in- 
vestigating whether  James  Davey 
should  have  taken  a  job  at  Video 
Lottery  just  months  after  Oregon  had 
reordered  equipment  from  Video 
Lottery. 

The  beleaguered  company  swears  it 
did  nothing  wrong,  but  the  publicity 
hurts.  In  early  December  the  compa 
ny  lost  a  $15  million  contract  for  one 
of  its  units  to  streamline  New  York 
State's  computerized  lottery  system. 
Can  Video  Lottery'  continue  to  be  a 
player  in  this  $1.5  billion  industry.' 
Good  question.  ^ 
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"NeedAPlain  Paper  Fax 
With  The  Lowest  Cost-Per-Copy?  You  Need 
^Sharps  Winning  Game  Plan  For  Fax"  . . 


■'^'Hill  — 
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"■  Bill  Walsh 
Championship  Coach 
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In  football,  you  concentrate  on  winning  a  few 
yards  at  a  time.  In  business,  it's  pennies,  mmm 
That's  why  Sharp,  the  #1  fax  company        ^ 
has  a  Winning  Game  Plan  for  business.     *  - 

A  booklet  that  can  help  you  find  the  Iswaww 
plain  paper  fax  with  the  lowest  cost-per-copy         ■ 
in  the  industry 

Like  Sharp's  FO-4800  Plain  Paper  Laser  Fax 
with  a  15,000  copy  toner  cartridge  that  can  last 
years,  not  months.  Plus  a  compart,  desktop  size  with 
front-loading  trays  and  small  footprint.  Advanced 
features  like  collated  output.  500-sheet  capacity 
125  fax  and  25  voice  number  autodialer. 

And  Sharp's  F.A.S.I  remote  diagnostic  system 
that  signals  your  dealer  for  maintenance. 

So  if  you're  committed  to  squeezing  more 
value,  more  produrtivity  out  of  every  penny,  J 
call  for  Sharp's  Winning  Game  Plan  booklet    "" 
today  Or  fax  1-  800-3-SHARP-3.  ^     /'  "'/' 

It'll  put  you  right  where  you  want     -'^ 
to  be.  In  the  winning  position.  '  ^ 

CALL  1-800-BE-SHARP  FOR 
YOUR  WINNING  GAME  PLAN  FOR  FAX.     '\ 
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FRO/W  SHARP  MINDS 
COME  SHARP  PRODUCTS " 


©  1993  Sharp  Electronics  Corporation. 


THE  BIVIWTIOi  WAS  DESIGNED 

10  GIVE  ITS  DRIVER  PEAa  OF  MINIS 

NOT  JUST  PEilCE  AND  QUIET. 


Cradled  in  the  driver's  seat  of  this 
luxury  car,  you  may  find  one  of  the 
quietest  places  on  earth. 

The  noises  associated  with  most 
suspension  systems  have  been  ban- 
ished from  ours. 

The  vibrations  inherent  to  most 
engines,  made  virtually  extinct. 


In  fact,  every  sound  not  helpful  to 
the  driver  is  simply  not  there. 

All  because  we  want  your  undi- 
vided attention  focused  on  the  road. 
Not  on  the  car 

But  then,  the  peace  of  mind  BMW 
offers  goes  well  beyond  the  decibel 
level  of  its  lavishly  appointed  cabin. 


IT'S  LIKE  DRIVING  WITH  A  4.002 


POUND  BODYGUARD. 

It's  been  said  that  the  740i  hous( 
some  of  the  most  advanced  safety 
equipment  in  the  automotive  univer 

A  belief,  no  doubt,  inspired  by  ou 
commitment  to  an"active"safety  sy 
tem  that  helps  you  avoid  accidents 


•See  your  BMW  dealer  for  details  on  this  limited  warranty  "Services  provided  by  Cross  Country  Motor  Club,  Inc ,  Boston.  MA  02155,  except  in  CA.  wtiere  services  are  provided  by  Cross  Country  Motor  Club  of  CaW ,  Inc ,  Boston,  MA  t  Av.iil, 
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id  a  "passive"  safety  system  that 
3lps  defend  you  from  them. 
The  former  employs  the  use  of 
■fehide-speed-sensitive  steering, 
IJrge  antilock  disc  brakes  and  Auto- 
l^aticStabiiityControi+Traction— a 
pe  of  foul-weather  gear  that  both 
lonitors  and  adjusts  traction  on  the 
ar's  rear  wheels.  Giving  you  the  con- 
'ence  you  need  in  even  the  most 
•ppery  of  situations. 
fk  While  the  latter  is  comprised  of 
^y  jch  life-saving  devices  as  automati- 
-^'-lly  cinching  safety  belts.  Driver 
'  i  passenger-side  airbags.  And  an 
-a-rigid,  steel  body  whose  side- 
:3act  protection  already  meets  the 


government's  1997  standards. 

In  addition  to  protecting  the  car's 
occupants,  however,  BMW  also  be- 
lieves in  protecting  the  car 
A  CUSTOMER  CARE  PROGRAM. 

The  740i  was  designed  with  a 
near- zero-maintenance  V-8  engine 
and  a  zero-maintenance  5-speed 
automatic.  So  you'll  only  have  to 
bring  it  in  for  service  on  the  bluest 
of  moons.  Practically  reducing  the 
cost  of  ownership  to  the  cost  of  gas. 

But  if  something  does  go  wrong, 
you're  thoroughly  covered.  Because 
BMW's  customer  care  program  is 
fortified  with  a  4-year/50,000-mile 
bumper -to-  bumper  warranty*  a 


countrywide  Roadside  Assistance 
program,**  an  optional,  full  coverage 
maintenance  plan  and  a  free  leaner 
car^  if,  indeed,  your  740i  ever  does 
need  to  be  serviced. 

All  of  which  allows  you  to  experi- 
ence one  of  life's  great  paradoxes: 
Driving  an  automobile  that  can  calm 
your  nerves  at  the  very  same  mo- 
ment it's  stimulating  them. 

For  more  detailed  information  on 
the  BMW740i,  or  the  longer  wheel- 
based  740iL,  call  800-334- 
4BMW.  Or  just  visit  your 
authorized  BMW  dealer 
for  a  revealing  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE: 
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mating  dealerships  ©  1992  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


At  PNC  Bank,  the  most  important 

measure  of  our  performance  is  how 

we  perform  for  you. 


Rising  costs.  Shrinking 
resources.  Growing  competition. 
Every  day,  companies  like  yours 
are  being  asked  to  improve 
their  performance  in  a  difficult 
business  environment. 

That's  where  PNC  Bank  can 
help.  Because  at  PNC  Bank,  we 
not  only  understand  your  per- 
formance goals,  we  share  them. 

With  more  than  $50  billion 
in  assets,  strong  core  earnings 
and  extremely  high  capital 
ratios,  PNC  Bank  is  already  one 


of  the  nation's  leading  financial 
institutions. 

But  as  important  as  that  may 
be,  that's  not  how  we  measure  our 
performance.  Instead,  at  PNC 
Bank,  we  measure  ourselves  by 
how  well  we  perform  for  you. 

We  start  by  offering  a  complete 
array  of  high-performance 
corporate  banking  products  and 
services. 

1  hen  we  put  them  in  the 
hands  of  our  experienced 
relationship  officers,  who  have 


the  flexibility  and  freedom  to 
make  decisions.  And  who  are 
backed  by  the  financial  strength 
and  resources  to  stand  by  them. 

1  hat's  why  so  many  of 
America's  largest  corporations 
and  thousands  of  middle  market 
companies  count  on  PNC  Bank 
for  the  financial  services  they 
need  to  perfoini  in  these 
challenging  times.  And  that's  the 
performance  that  counts  to  us. 

For  more  information  about 
PNC  Bank  call  l-S()()-7()2-4727. 


PNC BANK 

Where  Performance  Counts 


Memliti  FDK: 


UP  &  COMERS 


EDITED  DY  FIEM  N6  MEEKS 


What  do  you  do  when  you  are  going  broke  selling  a 
product  for  $3?  Carlos  Alvarez  raised  the  price  of  Shiner 
beer  and— voila!— business  picked  way  up. 

It's  aU 

in  the  image 


By  Claire  Poole 

Four  YEARS  AGO  80-year-old  Spoetzl 
Brewery — the  last  independent  brew- 
ery in  Texas — was  on  the  verge  of 
closing.  It  was  then  owned  by  a  Hous- 
ton investor  group  led  by  Lasker  Mey- 
er, former  chairman  of  Foley's  depart- 
ment store  chain;  Meyer  and  his 
friends  had  bought  it  for  $1 .6  million 
in  1984. 

The  Meyer  group  planned  to  run  it 
for  a  couple  of  years,  then  flip  it  for  a 
profit.  But  things  didn't  go  their  way. 
By  1988  the  Shiner,  Tex.  brewery  was 
losing  $200,000  a  year  on  revenues  of 
$2.5  million.  To  keep  it  going,  the 
owners  turned  to  producing  beer  for 
other  brewers  and  even  botding  wine 
coolers. 

Enter  Carlos  Alvarez, 
whose  privately  held  $85 
million  (1992  sales)  Gam- 
brinus  Importing  Co.  had 
the  lucrative  Texas  and 
eastern  U.S.  importing 
rights  to  Corona  Extra, 
Mexico's  bestselling  beer. 
Alvarez,  now  42,  had 
grown  up  in  the  beer  busi- 
ness. His  father  was  a  Coro- 
na distributor,  and  after 
earning  a  degree  in  bio- 
chemical engineering  from 
the  prestigious  Instituto 
Tecnologico  in  Monterrey 
in  1976,  Alvarez  went  to 
work  for  the  Corona  brew- 
ery, Cerveceria  Modelo. 
Rising  to  export  director, 
he  helped  turn  the  brand 
into  the  secortd-bestselling 
imported  beer  in  the  U.S., 
after  Heineken. 

Alvarez  saw  an  opportu- 
nit\'.    After    several    other 


deals  fell  through,  Spoetzl's  owners 
sold  the  brewery  to  Alvarez  in  August 
1989  for  $1.8  million  in  cash.  Alvarez 
also  assumed  $1.5  million  in  brewery 
debt  from  the  previous  owners. 

It  took  another  $3.5  million  to  get 
the  brewery  working  properly. 
Spoetzl's  75 -barrel  copper  brewing 
kettle  had  grown  so  thin  it  was  near 
cracking.  After  replacing  the  kettle, 
Alvarez  added  25  new  fermentation 
and  storage  tanks,  as  well  as  a  new 
keg- filling  room  and  refrigerated 
storage  area,  and  a  warehouse  adja- 
cent to  the  brewery.  To  pick  up  tips 
Alvarez  and  John  Hybner,  Shiner's 
brewmaster  since  1973,  flew  to  Ger- 


Gambrinus 
Beer  is  in 


mporting's  Carlos  Alvarez  outside  the  brewery 
his  blood. 


many  and  Czechoslovakia  to  talk  with 
local  brewers. 

Alvarez  also  tackled  the  part  of  the 
business  he  knew  best,  marketing.  He 
repositioned  Shiner,  raising  its  price 
from  $3  to  around  $4.50  a  six-pack.  It 
was  now  priced  higher  than  Miller 
Lite  ($3.50)  or  Budweiser  ($4.15), 
but  well  below  superpremium  U.S. 
beers  like  Sierra  Nevada  ($6.95)  and 
Anchor  Steam  ($7.25). 

Turning  to  his  customers  from  Co- 
rona days,  Alvarez  persuaded  several 
of  his  250  distributors  to  carry  Shiner. 
It  worked.  As  just  another  beer. 
Shiner  was  going  nowhere.  By  capi- 
talizing on  its  unique  taste  and  hand- 
crafted image,  Alvarez  has  built  a 
great  success.  Since  1989  production 
has  increased  from  32,000  barrels  a 
year  to  56,000.  In  Austin,  a  big  col- 
lege town,  Shiner  Bock,  a  ftill-bodied 
amber  lager,  is  now  the  number  three 
draft  beer,  after  Miller  Lite  and  Bud- 
weiser. College  Icids  want  to  be  differ- 
ent. They  are  willing  to  pay  for  the 
privilege. 

Last  year,  Spoetzl  sold  $7.5  million 
worth  of  beer  and  made  a  small  profit, 
Alvarez  says.  But  he's  after  a  lot  more 
than  that.  He's  testing  the  waters  in 
major  markets  like  Nashville,  Atlanta 
and,  most  recently,  Philadelphia, 
where  Shiner  is  gaining  a  following  in 
select  bars  and  restaurants. 
While  he  wants  to  even- 
tually take  the  brand  na- 
tional, he's  moving  cau- 
tiously, opening  up  big 
markets  one  at  a  time.  He's 
even  putting  off"some  eager 
Corona  distributors,  for 
now,  as  he  doesn't  want  to 
spread  his  promotional 
budget  too  thin. 

Alvarez  is  also  advertis- 
ing Shiner  for  the  first  time. 
Last  year  he  spent  a  meager 
5%  of  sales —  mostly  on  bill- 
boards and  tabletop  pro- 
motions for  bars  and  res- 
taurants— promoting  the 
brand.  (Big  brewers  like 
Anheuser-Busch  and  Coors 
spend  over  10%.) 

Says  Alvarez,  somewhat 
ingenuously:  "We  just 
want  to  get  across  that 
there  is  a  little  brewery  in 
Texas  that  produces  a  good 
beer."  H 
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This  man  is  so  competitive 
he  even  competes  with  himself. 


Would  you  believe  it  .^ 
Craig  McCaw  says 
he  is  risk-averse 


By  Fleming  Meeks 

THIS  WAS  NOT  your  standard  dignified  gather- 
ing of  corporate  brass.  During  dinner  the 
chairman  flings  a  grape  across  the  dining  room 
at  Ocean  Reef  Club  in  Key  Largo,  Fia.,  scoring  a 
solid  hit  on  a  woman  executive.  Soon  strawber- 
ries and  grapes  are  flying.  When  the  chairman 
steps  to  the  podium  for  his  after-dinner  pep  talk 
he  is  greeted  with  a  barrage  of  dinner  rolls. 

Deadpanning,  Chairman  and  Chief  Execu- 
tive Craig  McCaw  says  to  the  assembled  brass  of 
McCaw  Cellular  Communications,  Inc.: 
"Thank  you  for  that  dose  of  respect." 

Beneath  the  high  jinks,  however,  was  tension 
among  the  130  McCaw  executives.  Youthful, 
mostly  in  their  30s  and  40s,  they  were  anxious 
about  their  futures.  Only  last  November 
McCaw  announced  the  sale  of  one-third  of  the 
Kirkland,  Wash. -based  company  to  AT&T  for 
$3.8  billion  (see  box,  p.  81).  Now  he's  about  to 
talk  to  the  group  about  the  deal  for  the  first  time. 

I'hey  are  clearly  worried.  Will  their  entrepre- 
neurial company  be  smothered  by  $65  billion 
(revenues)  at&t.!"  McCaw  reminds  them  of  an 
earlier  investment  in  his  company  made  by 
another  larger  company,  Boston  Globe  publisher 
Affiliated  Publications. 

McCaw:  "While  I  won't  predict,  yet,  that  we 
will  do  the  acquiring  of  AT&T,  rather  than  them 
of  us,  we  were  partners  with  Affiliated  years  ago. 
They  bought  45%  of  the  company  for  $12 
million  in  1981.  At  the  time  they  were  worth 
about  30  times  more  than  we  were.  Eight  years 
later,  when  they  spun  our  stock  [then  worth 
$2.6  billion]  off  to  their  shareholders,  we  could 
have  bought  Affiliated  and  not  even  known 
we'd  done  it." 

The  following  evening  AT&T  Chairman  Rob- 
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ert  Allen  addresses  the  group,  in\'oking  NCR 
Corp.  as  an  example  of  AT&T's  hands-off  man- 
agement strateg)'  (Forbes,  Feb.  1).  "We  have  no 
desire  to  make  over  NCR  in  AT&T's  image,  and  we 
certainly  have  no  intention  of  doing  that  with 
McCaw,"  Allen  promises.  "Not  now  and  not 
anytime  later."  After  finishing  his  speech,  Allen 
pulls  a  dinner  roll  from  his  pocket  and  throws  it 
at  McCaw,  who  deftly  sidesteps  it. 

A  self-made  billionaire  at  43,  Craig  McCaw 
fits  no  obvious  mold.  A  skilled  pilot  who  flies  his 
own  Falcon  900  jet,  he  is  also  a  vegetarian — 
though  his  PR  man  says  he  occasionally  eats 
salmon,  even  chicken.  Sartorially  he  prefers 
Patagonia  outfits  to  business  suits.  He  owns  a 
150-foot  yacht  and  says  Patton  is  his  favorite 
movie.  What  makes  him  tick?  "I  haven't  figured 
me  out  either,"  McCaw  laughs  when  a  reporter 
tries  to  reconcile  McCaw's  low-key  personality 
with  his  enormous  success. 

Here's  one  thing  that  can  be  figured  out  by 
anyone  with  a  pencil:  The  McCaw  family's  stake 
in  their  company  is  now  worth  about  $1.6 
billion,  making  Craig  Seattle's  second-wealthi- 
est young  chief  executive,  behind  his  37-year- 
old  neighbor,  Microsoft's  Bill  Gates. 

Like  many  successful  business  people, 
McCaw,  the  second  of  four  brothers,  started 
learning  business  almost  as  soon  as  he  learned 
his  ARCS.  His  father,  John  FMroy  McCaw,  was  a 
daring  and  often  reckless  entrepreneur  who 
bought  and  sold  dozens  of  radio  and  i  \'  stations 

Craig  McCaw 

"I  haven't  figured  me 

out  either." 
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McCaw 

and  cable  systems.  When  Craig 
was  8  his  father  was  already  taking 
him  on  business  trips,  and  was 
sharpening  the  youngster's  stra- 
tegic skills  by  playing  chess  with 
him.  His  mother,  Marion,  was 
one  of  the  first  women  to  earn  an 
accounting  degree  at  the  Univer- 
sity of  Washington;  she  kept  the 
family  companies'  books  and 
shared  her  interest  in  financial 
orderliness  with  her  sons. 

Craig  was  16  when  his  father 
sold  him  and  his  three  brothers  a 
tiny  cable  system  in  Centralia, 
Wash.,  two  hours  south  of  Seat- 
tle. The  boys  paid  no  cash  for  the 
2,000-subscriber  system,  giving 
their  parents  preferred  stock. 
That  was  1966. 

Just  three  years  later,  the  elder 
McCaw  died,  leaving  behind  an 
estate  that  was  ultimately  liquidated 
to  satisfy  creditors  and  the  taxman.  By 
then  Craig  was  a  sophomore  history 
student  at  Stanford,  managing  the 
cable  company  out  of  his  dorm  room. 

That  room  was  more  like  the  head- 
quarters of  a  small  conglomerate  than 
like  a  student's  digs.  From  it  McCaw 
tried,  and  failed,  to  take  over  the 
university's  vending  machine  busi- 
ness, and  was  operating  a  small  aircraft: 
leasing  firm. 

It  was  a  straight  line  from  that 
cramped  headquarters  to  the  $1.75 
billion  (expected  1992  revenues) 
company  that  provides  cellular  tele- 
phone service  to  2  million  customers 
across  the  countr\%  mainly  under 
the  name  Cellular  One. 

What  of  Craig's  brothers.^ 
Bruce  McCaw,  now  46,  was  al- 
ready in  the  aviation  business 
when  his  father  died,  and  was 
uninterested  in  the  cable  compa- 
ny; John  McCaw  Jr.,  42,  recently 
left:  the  company  after  some  20 
years  and  bought  a  stake  in  the 
Seattle  Mariners;  Keith,  39,  spent 
over  10  years  in  management  and 
operations. 

From  its  tiny  base,  the  compa- 
ny grew  quickly,  but  it  really  took 
off  in  1981,  when  McCaw  Com- 
munications had  just  $5  million 
in  revenues,  almost  all  from  cable 
TV.  Even  as  the  company  was 
expanding  its  cable  operations, 
McCaw  dug  up  projections  AT&T 
had  filed  with  the  Federal  Com- 
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McCaw  Vice  Chairman  Wayne  Perry 
"Every  deal  we  did  had  a  back  door." 


munications  Commission.  The  pro- 
jections forecast  900,000  cellular 
subscribers  by  the  year  2000.  As  it 
turns  out,  those  projections  were  ri- 
diculously low;  in  1993  there  are  al- 
ready 10  million  subscribers.  But 
those  1981  figures  were  high  enough 
to  get  McCaw  excited.  The  company 
applied  for  and  was  granted  licenses  in 
6  of  the  top  30  U.S.  markets  in  1983. 
At  the  time,  cellular  licenses  could 
be  purchased  for  around  $4.50  per 
"pop" — that  is,  per  person  in  the 
market.  Using  the  at&t  data  to  calcu- 
late potential  cash  flows,  McCaw  and 
McCaw  Vice  Chairman  Wayne  Perr}', 
a  tax  lawyer  who  joined  McCaw  in 


McCav^  Prebident  James  Barksdale 
Turning  the  attention  to  the  customer. 
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1976,  decided  the  licenses  were 
worth  far  more.  "The  AT&T  pro- 
jections made  it  a  no-brainer  to 
go  to  80  bucks  a  pop,"  remem- 
bers Pern'. 

The  AT&T  numbers  provided 
the  young  men  with  a  strong 
proposition  to  put  to  the  bankers. 
In  effect  it  was:  We  don't  know 
how  much  these  newfangled  cel- 
lular licenses  are  worth,  but  based 
on  AT&T's  numbers  they're  worth 
a  whole  lot  more  than  $4.50  a 
pop.  The  bankers  agreed  and  ac- 
cepted the  licenses  as  collateral. 

McCaw  launched  a  tremen- 
dous buying  spree,  fiieled  almost 
entirely  by  borrowed  money,  in- 
cluding $1.25  billion  raised  by 
Michael  Milken  between  1986 
and  1988. 

In  1987  McCaw  sold  its  cable 
business — by  then  up  to  434,000 
subscribers — for  $755  million  in  or- 
der to  raise  equit)'  and  plunge  ftirther 
into  cellular.  "We  were  never  going  to 
have  a  major  influence  on  the  cable 
business,"  McCaw  says.  "Cellular 
was  a  place  where  we  thought  we 
could  make  a  difference." 

The  heavy  borrowing  scared  a  lot  of 
people  away  from  McCaw  Cellular — 
affording  people  who  understood  the 
company  a  chance  to  make  fortunes 
off  its  stock  and  bonds.  In  the  last 
three  years  the  stock  has  been  as  low  as 
11a  share  and  as  high  as  47.  Recent 
price:  about  35.  The  senior  bonds 
were  56;  today  they're  at  106.' 

Yet  McCaw  insists  that  he  was 
never  highly  leveraged.  "We  have 
always  been  risk-averse,"  he  says, 
"in  spite  of  our  willingness  to 
borrow  a  lot  of  money." 

Is  he  kidding?  Not  at  all.  Dur- 
ing the  early  business  trips  and 
chess     games    with     J.     Elroy, 
McCaw  says  he  learned  the  con- 
cept of  the  exit  strategy.  "Evcr\ 
deal    wc   ever   did   had   a   back 
door,"  says  Perry,  "The  public 
just  didn't  see  the  back  doors." 
The  back  door — obvious  to 
day  but  not  so  obvious  then- 
was  that  the  licenses  could  casih 
be  sold.  Who  would  buy  them? 
The  Bell  companies,  gladlv. 

By  the  latter  1980s  the  Bells 
were  beginning  to  grasp  that  cel- 
lular would  be  a  great  business 
and  began  buying  up  indepeii 
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dent  (or  non -wireline)  cellular  li- 
censes in  other  markets.  Because 
McCaw  had  been  an  early  buyer  on  a 
large  scale,  the  Bells  had  to  deal  with 
him.  Perry  says  the  Bell  companies 
were  regularly  offering  to  buy  McCaw 
licenses  in  various  markets. 

That  meant  that  the  Bells,  with 
their  hefty  balance  sheets  and  surging 
cash  flow,  became  an  important 
source  of  financing  for  upstart 
McCaw.  He  could  sell  for  more  than 
he  had  paid  cellular  companies  that 
didn't  fit  his  grand  scheme,  using  the 
cash  to  buy  bigger  markets  that  did  fit. 

This  support  from  the  Bells  was 
crucial  when  McCaw  outbid  Bell- 
South Corp.  for  control  of  LiN  Broad- 
casting, with  licenses  in  New  York, 
Los  Angeles,  Houston  and  Dallas 
markets,  in  1989.  McCaw  paid  $3.5 
billion,  an  unheard-of  price  of  $350  a 
pop.  People  thought  he  had  lost  his 
mind.  But  remember  the  back  doors: 
Before  making  his  move  on  LiN, 
McCaw  raised  $1.2  billion  in  fresh 
equity  with  an  investment  by  British 
Telecom,  plus  $1.3  billion  through 
asset  sales  to  Contel  Corp. — and  he 
still  had  several  offers  on  the  table 
from  Bell  companies  interested  in 
buying  his  interests  in  other  markets. 

Says  Perry:  "The  only  concern  we 
ever  had  was  that  the  Bell  operating 
companies  would  cabal,  would  say  to 
each  other,  'Don't  buy  McCaw's 
properties,  don't  give  'em  the  flexibi- 
lity'.' But  we  believed  that  the  inter- 
BOC  rivalry  was  so  great  that  they 
could  never  ever  effectively  cabal." 

Using  this  easy  ability  to  buy,  sell 
and  swap,  McCaw  was  able  to  cluster 
its  markets — the  first  step  toward  cre- 
ating a  seamless  network  (see  map,  p. 
82).  Call  a  Cellular  One  subscriber  at 
his  San  Francisco  number,  and  his 
phone  automatically  rings,  whether 
he's  in  New^  York,  Miami  or  Little 
Rock.  McCaw  is  now  working  to 
bring  other  cellular  operators  into  the 
North  American  Cellular  Network 
(which  includes  all  of  Canada)  so  that 
corporate  users  can  be  offered  a  com- 
prehensive service  package.  PepsiCo 
and  Miles  Inc.  are  among  the  compa- 
nies already  asking  for  it,  and  many 
more  will  undoubtedly  follow  suit. 

In  south  Florida,  where  McCaw's 
Cellular  One  has  148,000  subscrib- 
ers, the  company  is  now  offering  digi- 
tal service.  Not  only  does  digital  cellu- 
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lar  produce  distortion-free  calls,  it 
also  allows  value-added  services  like 
paging  and  caller  identification  to  be 
oflfered  through  the  same  handsets. 
Digital  will  soon  be  rolled  out  by  lin 
Broadcasting  in  New  York  City. 

And  thanks  to  heavy  capital  expen- 
ditures— since  1990  McCaw  and  lin 
have  spent  $1.4  billion  building  and 
upgrading  cellular  systems — digital 
service  can  be  rolled  out  in  all  of  their 
markets  by  doing  little  more  than 
changing  computer  boards  at  their 
cell  sites.  This,  in  the  not  too  distant 
future,  should  cut  the  capital  cost  of 
adding  subscribers  from  over  $1,000 
each  to  about  $300.  ,^^_^_ 


forward  calls,  say,  the  service  rep  will 
be  able  pull  up  a  picture  of  the  particu- 
lar phone  on  a  computer  screen  and 
guide  the  customer  through  it. 

Barksdale  has  also  vowed  to  reduce 
customer  churn — now  about  2%  a 
month,  down  from  around  4%  three 
years  ago.  Through  improved  cus- 
tomer service  and  tightly  focused 
marketing  that  weeds  out  customers 
likely  to  cancel  their  service,  Barksdale 
thinks  he  can  cut  churn — a  huge 
465,000  customers  last  year — dra- 
matically. If  he  succeeds,  the  impact 
will  also  be  dramatic.  Every  1,000 
customers  McCaw  retains  adds  over 


Last  month  United  Par- 
cel Service  became  the  first 
customer  on  a  nationwide 
cellular  data  network  for  its 
50,000  trucks.  A  broader, 
more  sophisticated  data 
service  will  soon  be  offered 
to  the  cellular  customer 
base.  By  attaching  a  device 
smaller  than  a  cigarette 
pack  to  a  laptop  computer, 
or  even  a  Sharp  Wizard, 
business  users  will  be  able 
to  send  and  receive  elec- 
tronic mail,  faxes,  spread- 
sheets and  documents. 

So  why  did  the  free- 
wheeling Craig  McCaw 
need  AT&T  when  he  was 
doing  so  well  on  his  own? 
Basically  because  McCaw 
Cellular  is  now  turning 
from  acquisitions  to  sign- 
ing up  and  servicing  cus-  B^^H 
tomers.  Servicing  custom- 
ers is  what  AT&T  is  great  at  doing. 

Overseeing  operations  is  McCaw 
President  James  Barksdale,  50,  who 
came  to  McCaw  last  year  after  nine 
years  as  chief  operating  officer  at  Fed- 
eral Express,  where  he  worked  with 
FedEx  founder  Frederick  Smith. 
Barksdale  has  already  begun  bringing 
the  kind  of  dedication  to  customer 
service  that  he  brought  to  FedEx, 
which  grew  from  a  $1  billion  (reve- 
nues) company  to  $7.7  billion  during 
his  years  there. 

Little  things,  like  nationwide  24- 
hour  customer  service,  have  been 
added,  and  a  database  on  every  one  of 
the  company's  2  million  customers' 
phones  is  on  the  way.  When  a  custom- 
er calls  with  a  question  about  how  to 


Craig  McCaw's  cellular  networlc 
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Allies  are  joining  Craig  McCaw's  seamless  cellular  network. 
Call  a  Comcast  subscriber  at  his  Philadelphia  number  and  his 
phone  rings,  whether  he's  in  New  York,  Toronto  or  Miami. 
By  midyear,  all  of  the  highlighted  properties  will  be  connected 
to  the  McCaw  network. 


$1  million  in  annual  revenues. 

The  AT&T  alliance  should  go  a  long 
way  toward  helping  Barksdale  cut 
customer  turnover.  The  McCaw  sales 
staff  will  work  with  AT&T  to  use  its 
databases  on  75  million  residential 
and  business  customers,  to  aid  it  in 
target  marketing.  Nor  will  it  hurt  that 
the  brand  will  be  a  combination  of  the 
Cellular  One  and  AT&T  names.  Ac- 
cording to  a  McCaw  survey,  the  cellu- 
lar service  brand  'with  the  most  na- 
tional recognition  is  Cellular  One;  the 
second  most  recognized  name  is 
AT&T — and  AT&T  isn't  even  in  the 
cellular  business. 

McCaw  is  pushing  even  further 
into  wireless  communications.  Take 
Claircom,  for  example.  A  5r/o/49% 


joint  venture  with  gm's  Hughes  Elec- 
tronics, Claircom  has  spent  $100  mil- 
lion building  ground  stations  for  a 
digital  air-to-ground  phone,  data  and 
fax  service,  which  began  offering  ser- 
vices to  travelers  on  Northwest  Air- 
lines, Southwest  Airlines  and  Alaska 
Airlines  last  month.  By  the  end  of  the 
year  Claircom  expects  to  have  all  of 
the  domestic  air  routes  covered  for  its 
AirOne  service. 

McCaw  Development  Corp.,  run 
by  Peter  Currie,  is  looking  at  buying 
stakes  in  foreign  cellular  licenses.  At- 
tractive markets  include  Mexico, 
where  McCaw  Cellular  already  owns 
22%  of  a  cellular  operation; 
Brazil;  and  the  Far  East, 
where  McCaw  is  a  30% 
partner  in  SmartCom  Ltd., 
a  Hong  Kong  cellular  oper- 
ator. AT&T's  financial  mus- 
cle— the  ultimate  back 
door — will  help  ensure  that 
Currie  can  finance  whatev- 
er attractive  deals  he  finds. 
At  the  same  time,  cash- 
consuming  McCaw  is  gen- 
erating cash  on  its  own. 
This  year  Barry  Kaplan  of 
Goldman,  Sachs  expects  it 
to  net  $183  million,  or  89 
cents  a  share,  before  amor- 
tization of  intangibles — a 
noncash  charge. 

To  return  to  McCaw's 
half-kidding  speech  at  Key 
Largo  in  January:  Is  it  con- 
ceivable that  the  McCaw 
tail  might  one  day  wag  the 
AT&T  dog.> 

Probably  not,  but  it  is 
more  than  possible  that  McCaw's 
youthful,  freestyle  management  will 
permeate  AT&T  and  help  that  sprightly 
old  giant  stay  ahead  of  the  fast-mov- 
ing technology  and  consumer  cuitcs. 
For  keeping  in  touch  is  a  large  part 
of  what  Craig  McCaw  is  about.  For 
two  days  prior  to  McCaw's  managers 
meeting  in  Key  Largo,  the  group  was 
bivouacked  in  the  barracks  of  a  Boy 
Scout  camp  in  Homestead,  Fla.,  from 
which  they  ventured  out  to  build 
houses  for  low-income  families  with 
Habitat  for  Humanity.  Oaig  pitched 
in  with  the  roofing  crew.  "For  me  it 
felt  good  to  say,  'Boy,  I  can  nail  a  nail 
better  than  I  did  when  I  was  17.'  " 
Here's  a  fellow  so  competitive  that  he 
even  competes  with  himself  Bl 
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If  you're  considering  North  Carolina  as 
a  means  of  expanding  your  business,  you 
don't  have  to  come  to  our  state.  We'll  come 
to  you  in  the  form  of  a  3.5"  or  5^"  com- 
puter disk. 

Introducing  the  Better  Business  Climate 
Electronic  Brochure,  an  interactive  com- 
puter/video program  that  brings  you  the 
information  you  need  to  find  out  what  our 
state  can  do  for  you  and  your  company. 

From  being  first  in  flight  to  having  the 
nation's  leading  research  and  develop- 
ment centers,  the  Better  Business  CHmate 
Electronic  Brochure  is  another  example  of 


the  kind  of  technological  innovations 
you've  come  to  expect  from  North 
Carolina. 

So  if  you  are  planning  a  business  ex- 
pansion and  want  to  learn  more  about 
North  CaroHna,  write  us  or  R\X  us  your 
business  card  (FAX  919-733-9265)  and 
we'll  send  our  Better  Business  Climate 
Electronic  Brochure  to  you  at  once.  Please 
specify  diskette  size  (3.5"  or  5]4"). 

KORTH  (AROIIHA 

TheBetter  Business  Climate 


North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division,  430  North  Salisbury  Street,  Raleigh,  NC  2  7611 
©  1993,  North  Carolina  Department  of  Commerce,  Business/ Industry  Development  Division 


There  is  a  curious  shift  in  business  these  days, 
"back  to  the  basics."  And  it  seems  as  if  the  sophisticated 
fast-trackers  of  the  '80s  have  been  transformed  into  the 
business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is,  basics 
are  something  you  start  with  and  take  forward. 
Not  retreat  to. 

Over  the  past  11  years  we've  become  a 
financial  services  company  with  $15  billion  in  assets  under 
management.  We've  grown  by  embracing  the  ageless 
basics  of  common  sense  and  simplicity  and  bringing  them 
into  a  new  age  of  technology  and  management. 

This  has  allowed  us  to  centralize  and  streamline 
operations  in  ways  never  possible  before.  Allowed  us  to 
create  products  that  are  profitable  against  today's  ever- 
changing  financial  landscape.  Allowed  us  to  establish  the 
most  cost-effective  means  of  distribution.  And,  allowed  us 
to  be  more  active  managers  of  our  investment  portfolio. 

The  basics.  By  taking  them  forward,  they've 
taken  us  forward.  To  where  we  are  today,  to  where  we'll 
be  tomorrow. 


©1993  Conseco,  Inc 
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There  are  no  dead-end  jobs. 
There  are  only  dead-end  people. 

Serving  is  not 
servitude 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


One  of  the  ironies  of  our  time  is  that 
no  occupation  seems  less  domestic 
than  domestics.  Foreign  domestics  are 
hired  not  only  by  people  like  Attorney 
General  nominee  Zoe  Baird,  but  also 
by  hotels  across  the  United  States  and 
in  countries  overseas. 

There  are  many  layers  of  irony  in 
all  this. 

While  people  like  Secretary  of  Labor 
Robert  Reich  and  others  are  crusading 
for  "retraining"  people  for  the  de- 
manding, high-tech  jobs  of  the  future, 
some  of  the  most  urgendy  needed 
people  are  those  who  can  do  simple 
things  reliably  and  conscientiously. 
Child  care  and  the  care  of  the  elderly 
are  prime  examples  of  occupations 
where  it  is  hard  to  get  good  people — 
and  extremely  important  to  have  them. 

Why  is  it  so  hard  to  find  domestic 
domestics.^  The  two  principal  reasons 
are  that  ( 1 )  the  idea  has  been  promot- 
ed that  there  is  something  "demean- 
ing" about  doing  "menial"  work  and 
(2)  the  taxpayers  are  subsidizing  this 
philosophy  with  welfare  and  unem- 
ployment payments.  Apparently  it  is 
not  considered  demeaning  to  accept 
handouts,  whether  from  the  govern- 
ment or  on  street  corners. 

Foreigners  who  have  not  been  here 


long  enough  to  assimilate  our  more 
self- destructive  attitudes  are  able  to 
find  jobs  that  Americans  disdain.  In 
more  than  20  years  in  California,  I 
have  never  seen  a  Mexican-American 
begging  in  the  streets,  though  beg- 
gars and  hustlers  have  become  a  com- 
mon sight  and  a  common  nuisance. 

Domestic  service  is  considered  one 
of  those  "dead-end"  jobs  that  the 
intelligentsia  and  the  socially  sensitive 
deplore.  Yet  these  jobs  have  not  only 
put  a  roof  over  people's  heads  and 
food  on  their  table,  they  have  also 
been  the  first  step  out  of  poverty 
and  ignorance  for  many  people  in 
many  lands. 

In  centuries  past,  inns  and  eating 
establishments  in  Britain  were  ofi:en 
set  up  by  women  and  men  who  had 
begun  their  careers  as  domestic  ser- 
vants for  the  well-to-do.  There  they 
learned  not  only  the  preparation  of 
food  and  the  care  of  a  home,  but  also 
picked  up  manners,  social  graces  and  a 
sense  of  how  to  manage  things. 

In  the  United  States,  blacks  were  at 
one  time  prominent  among  caterers 
because  of  a  similar  background  in 
domestic  service.  When  George 
Washington  took  his  officers  to  a  last 
dinner  after  the  victorious  conclusion 
of  the  Revolutionary  War,  he  took 
them  to  a  well-known  tavern  owned 
by  a  free  black  man. 

Many  of  the  early  Japanese  immi- 
grants to  the  United  States  began  as 
domestic  servants.  Their  conscien- 
tiousness and  trustworthiness  became 
so  widely  known  tliat  this  reputation 
helped  them  take  the  next  step  up  the 
economic  ladder,  as  self-employed 
gardeners. 

Today,  the  Japanese  gardener  is  a 
California  institution.  He  is  his  own 
boss,  with  a  list  of  clients  whose  lawns 
and  gardens  he  typically  visits  weekly 


for  about  an  hour.  Where  the  home 
has  a  fence  or  an  atrium,  he  has  to  have 
a  key,  so  his  reputation  for  trustwor- 
thiness is  crucial. 

Many  of  these  Japanese -American 
gardeners  have  done  quite  well  for 
themselves,  and  have  put  children 
through  college. 

There  are  no  dead-end  jobs.  There 
are  only  dead-end  people.  Our  cur- 
rent social  philosophy,  and  the  wel- 
fare state  apparatus  based  on  it,  are 
creating  more  dead-end  people. 

No  amount  of  retraining  can  help 
that.  First  of  all,  you  cannot  retrain 
people  who  have  not  been  trained  in 
the  first  place,  who  didn't  bother  to 
learn  in  school,  and  who  have  never 
developed  a  sense  of  responsibility. 

Domestic  service  is  more  than  a 
job.  It  is  a  window  on  another  world. 
Just  as  nations  and  civilizations  learn 
from  one  another,  so  do  individuals. 

People  too  poor  to  become  educat- 
ed, or  exposed  to  wider  cultural  hori- 
zons, nevertheless  learned  something 
of  another  vocabular)%  of  cultural  in- 
terests they  would  never  have  been 
aware  of,  except  for  working  in  the 
homes  of  people  more  fortunate  and 
better  educated  than  themselves. 

Looking  back  over  my  own  life,  I 
can  remember  all  sorts  of  books  and 
toys  brought  home  to  me  by  members 
of  my  family  who  worked  in  the  homes 
of  affluent  people  with  older  children 
who  had  outgrown  these  things.  What 
they  also  brought  home  to  me  were 
cultural  intangibles  from  table  man- 
ners to  an  interest  in  world  affairs. 

Cultural  diffusion  does  not  have 
to  be  on  the  scale  of  Europe's  learn- 
ing Arabic  numerals  or  acquiring 
paper  from  China,  or  Japan's  acquir- 
ing a  whole  spectrum  of  Western 
technology.  Cultural  diffusion  can 
mean  a  foreign  maid  learning  En- 
glish in  an  American  home,  or  a  boy 
in  Harlem  growing  up  knowing  that 
there  is  a  much  bigger  world  out 
there  than  Harlem. 

Unfortunately,  the  current  intel- 
lectual and  social  fashions  destroy  this 
whole  process.  In  its  place,  they  offer 
the  poor  a  parasitic  life  in  a  world  of 
ugliness  and  barbarism,  trapped  in  a 
dark  corner  of  ignorance  and  prey  to 
demagogues  who  seek  further  to  im- 
prison them  in  phobias  and  bombas- 
tic provincialism. 

Such  is  social  progress.  WM 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BTs  Global  Network  Services,  You're  Always  in  Touch. 


Going  Further.  Global 
operations  can  bring  new  chal- 
lenges— cultural,  technical, 
practical.  But  BT™  makes  it 
smoother  and  simpler,  because 
we've  been  there.  We  are  there. 
Our  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BTs  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we 
make  it  our  business  to  know 
yours.  We  tailor  our  technology 
to  deliver  the  right  solutions  for 
you.  Your  investment  is 
future-proof,  with 
BT  as  your  partner. 


To  find  out  how,  call  for  our 
Going  Further,  Staying  Closer 
brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 
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Going  Further  Staying  Closer 


GLOBAL  NETWORK  SERVICES^".  FRAME  REIAY,  VIDEOCONFERENCING,  EDI,  ELECTRONIC  TRANSACTION  SERVICES,  MESSAGING, 
FINANCIAL  TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(pRDIA™. 
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^  the  rearview  mirror,  drivers  of  lesser  vehicles  instinctively  heel  about 

^^l^etpns  of  towing  power  *  three  available  V8  choices,  a42-gallon  fuel  tank, 
^|pl||i3^|^^ii}ly  comfortable  and  expansive.  theGMC  Suburban  is  an  uncompro- 
^^^IpS^asg?  teirain,  a  vehicle  that  is  equal  parts  enlightened  engineering  and 

Sx^^L^i^ii^^0iMi!^^  AM  the  epitome  of  a  truck  company's  way  of  looking  at  the  world. 

(:M^^^^E0'^MS^t^^  bring  you  a  catalog  of  the  indomitable  Suburban. 

■  hange  of  attitude  awaits  you. 

Toperty  equipped  including  trailer,  passengers,  cargo  and  equipment 


MC  Truck  and  Suburban  are  registered  trademarks  of  General  Motors  Corp. 


©1Q92  GM  Corp  All  Rights  Reserved.  [^ 
Buckle  up.  America!  I       L: 


0        THE  STRENGTHOP  EXPERIENCE 


Quaky  f^ituaA 


In  1910  Louis  Epner  bronzed  baby  shoes. 

His  son  David  carries  on  but  needs  new  business, 

a  friendly  bank  and  a  thief-proof  car  radio. 

A  little  guy 
in  Brooklyn 


By  Jerry  Flint 

Not  all  small  business  is  glamorous, 
high-tech,  new  venture  stuff.  Epner 
Technology^  Inc.  is  typical  of  tens  of 
thousands  of  small  businesses:  It 
makes  mundane  products,  struggles 
to  survive  and  yet  provides  a  liveli- 
hood for  lots  of  people  in  an  area  that 
badly  needs  jobs.  Epner  isn't  the  kind 
of  business  that  usually  wins  help  from 
Washington  or  attention  from 
learned  professors.  Maybe  it  should. 
When  David  Epner,  Epner  Tech- 
nolog)''s  president  and  owner,  parks 
his  Mercedes  near  his  Brooklyn,  N.Y. 
factory,  he  pulls  off  the  front  plate  of 


the  radio  with  the  buttons,  to  trick 
thieves  into  thinking  there's  no  radio. 

The  factory  itself  is  an  old  mortu- 
ary, and  Epner  calls  his  neighborhood 
the  (chemical)  dnmi  refiirbishing 
capital  of  the  world.  That  makes  for 
bad  smells.  It  also  frightens  bank  loan 
officers.  "The  banks  are  afraid  they'll 
end  up  owning  the  property  and  be 
responsible  for  cleaning  up  every^- 
thing,"  Epner  quips. 

But  Davici  Epner,  60,  has  been  a 
Brooklyn  boy  all  his  life,  and  why 
would  anyone  want  to  leave  Brook- 
lyn.^ His  company  is  into  gold  plating. 


Infrared  light  reflects  brilliantly  off 
gold,  usefiil  in,  for  example,  missile 
parts  and  auto  paint  drying  ovens. 

"This  is  a  job  shop.  You  call  me  up 
with  a  problem.  We  solve  it  or  you  go 
somewhere  else.  That's  the  bane  of 
our  business.  You  are  always  looking 
for  another  order.  We  always  look  for 
a  product  we  can  own,  sell  inventory, 
be  in  control  of  our  destinies." 

Still,  Epner  survives.  A  good  thing 
for  the  40  people  it  employs,  who 
would  have  scant  chances  for  other 
jobs  in  this  depressed  area.  To  para- 
phrase Humphrey  Bogart's  speech  at 
the  end  of  Casablanca,  in  this  crazy, 
mixed-up  world,  the  problems  of  a 
little  guy  in  Brooklyn  don't  count  for 
much  compared  with  the  big-time 
woes  of  IBM,  GM  and  American  Ex- 
press. But  those  same  little  guys  may 
tell  us  more  about  the  spirit  that  drives 
this  market  economy  than  the  giants. 

"Dad  started  it  in  1910.  He  stole 
his  boss'  secrets,  then  went  into  busi- 
ness with  my  grandmother's  $600 
from  her  catering  business,"  Epner 
says.  The  Epners  stuck  with  business 
while  others  went  off  into  more  glam- 
orous things.  Louis  Epner's  partner 
was  Emanuel  Cohan,  and  Cohan's 
grandson  is  executive  director  of  the 
San  Francisco  Symphony.  "When  he 


Reflections  in  a  golden  eye:  David  Epner,  president,  Epner  Technology,  and  one  of  his  super-reflecting  panels 
"I  am  in  a  swords  into  plowshares  mode." 
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Jack  Bowen's 

EiST  Finally 
Caught  Up 
With  Him. 


(Jack  Bowen,  some  time  before  retiring  as  Chairman 
Emeritus  ofD'Arcy  Masius  Benton  &  Bowles) 


Join  us  as  we  induct  a  man 
whose  longtime  contributions  to 
advertising  have  earned  him  a  place 
in  the  Advertising  Hall  of  Fame. 

The  Hall  of  Fame  luncheon  is 
at  The  Plaza  Hotel  in  New  York  City. 
It  starts  with  an  11:30  reception 
sponsored  by  The  Wall  Street  Journal, 
followed  by  the  luncheon  ceremony 
at  12:30.  Mark  McEwen  of  CBS  This  Morning  will  be  our  host.  Individual 
tickets  are  $250;  a  table  for  ten  is  $2,250. 

:  For  more  information,  contact  Christine  Regan,  American  Ad\  ertising 
Federation,  1400  K  Street  NV\^  Suite  1000,  Washington,  D.C.  20005. 
Or  caU  (202)  898-0089. 

See  Him  Get  IV^iat  He  Deserves 

At  The  Advertising  Hall  of  Fame 

Luncheon,  March  30. 
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HOW  WIIIEL  HELPED 
IRANSrORM 
TERMINJaOR2 
AUDIENCES. 

rTTliiat  does  liquid  metal  sound  like?  Or  a  war  in 
LJm  2029  A.D.?  T2  audiences  know,  because 
WilTeF  helped  take  them  there.  The  filmmakers 
used  our  fiber-optic  network  to  digitally  record 
replacement  dialogue  and  mix  the  movie's  Oscar- 
winning  sound,  between  Skywalker  Sound  studios 
several  hundred  miles  apart. 

And  they  were  so  pleased, 
well  be  back 
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Epner  Technology 

was  with  the  symphony  in  St.  Louis,  I 
silver-plated  the  mouthpieces  of  the 
brass  section,"  Epner  laughs. 

Epner  says  he  does  about  $3.5  mil- 
lion in  business  a  year,  but  he's  got 
troubles.  The  company  lost  $200,000 
last  fiscal  year  (March  1992)  and  this 
fiscal  year  he  expects  to  break  even. 

The  trouble  is  that  most  of  the 
business  was  military,  tiny  gold-plated 
reflectors  for  TOW  antitank  missiles 
and  for  missile  jammers,  for  example. 
Defense,  obviously,  is  fading,  al- 
though the  company  gold-plated 
sunglass  ft-ames  for  Desert  Storm.  "I 
am  in  a  swords  into  plowshares 
mode,"  Epner  says. 

Until  the  1970s  business  was  large- 
ly plating  jewelry  and  novelties.  "Re- 
member, in  the  1960s  banks  and  su- 
permarkets would  give  you  a  five- 
piece  gold  place  setting.  I  was  doing 
60,000  pieces  a  day." 

The  thrust  of  the  business  changed 
when  he  gold-plated  an  aluminum 
reflector  for  Xerox  in  1972.  "That 
doubled  our  sales.  It  was  the  most 
beautiful  plating  we  ever  shipped  out. 
But  we  got  back  trailerloads  of  rejects, 
because  we  weren't  meeting  their  re- 
flectance standards."  This  led  to  an 
effort  to  raise  his  technical  level,  pay- 
ing off' later  in  the  missile  work. 

"But  in  1975  we  nearly  lost  it  all. 
Remember  the  digital  watch  craze?" 
He  mimicks  the  Texas  Instruments 
buyer:  "  'You  are  the  only  man  who 
can  save  ti's  watch  business,  but 
you're  a  quarter  too  high.'  That  buyer 
knew  how  to  strum  a  small  man's  ego. 
Wow,  little  me,  I  can  save  Ti,  and  I'm 
only  a  quarter  too  high.  I  was  making 
10,000  watchbands  a  day  for  Texas 
Instruments,  and  we  lost  our  shirt. 
None  of  our  creditors  lost  anything, 
but  it  was  close.  We  were  tapped  out. 
So  in  1979  we  decided  to  downsize 
the  company  by  taking  this  infrared 
know-how  and  moving  it  upscale." 

Hpner's  had  some  luck  in  Detroit 
selling  his  gold-plated  infrared  oven- 
reflecting  panels.  European  carmak- 
ers are  buying,  too.  The  idea  is  that 
the  strong  gold  reflections  make  for 
faster  and  better-qualit\'  drying  and 
less  energy  use  in  dr^'ing  the  new  cars 
after  they've  been  painted. 

The  gold  plating  also  is  used  on 
some  computer  parts  and  systems  for 
making  .semiconductor  wafers.  Hpner 
has  applied  his  technology  to  silver 
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»atings:  "Motorola  said  it's  the  most 

mductive  silver  they  ever  tested." 

But  finding  new  business  isn't  the 

ily  problem.  "The  cost  of  environ- 

ental  compliance  is  staggering.  I've 

red  a  full-time,  $40,000-a-year  en- 

ronmental  person  to  make  sure  that 

3t  one  part  per  million  goes  down 

le   sewer.  Anyone   in  Washington 

;tening?  Or  don't  they  care  much 

)out  40-job  shops  in  Brooklyn.^ 

"And  financing.  I  would  like  to 

uild  a  modern  production  facility  [in 

le  basement].  A  half-million.   [In 

lanhattan,  that's  the  cost  of  a  good 

iree-bedroom,  two- bath  with  view 

n  the  Upper  East  Side.]  I  can't  bor- 

)w.  Because  you've  had  a  couple  of 

ad  years,  the  banks  don't  want  to 

now  you,  and  then  they  see  drums  or 

nytliing  chemical  and  they  run.  I'm 

ying  a  Chinese  bank  now." 


He's  60  years  old. 
Why  not  just  quit?  "I'm 
possessed  by  this,"  David 
Epner  says.  "You  go  to 
work  in  your  father's 
business,  and  you  have 
one  job  in  yoxu*  life.  En- 
suring that  the  compa- 
ny goes  on  validates  my 
right  to  be  here." 


He's  60,  why  not  just  quit? 

"My  father  died  working." 

But  David  Epner  has  no  children  to 
nherit  the  company.  "No,  the  next 
generation  are  the  men  in  the  plant 
ike  Steve  Candiloro,  who  will  keep  it 
5oing."  He  points  to  Steve,  a  husky 
hirtsleeved  man.  "I  hired  him  in 
980.  I  couldn't  pay  enough  for  his 
;xpertise,  I  gave  him  stock. 

"I'm  possessed  by  this.  You  go  to 
vork  in  your  father's  business,  and 
'6u  have  one'  job  in  your  life.  It 
ensuring  that^he  company  goes  on] 
validates  my  right  to  be  here." 

He's  sure  that  his  silver  coating  will 
it  into  the  growing  cellular  telephone 
:>usiness.  "I  want  to  get  the  company 
;o  $5  million  to  $6  million.  At  $5 
nillion  to  $6  million  we'll  make  a 
ortune.  We're  going  to  be  a  story."  It 
rould  be,  or  Epner  might  just  go  on 
surviving.  Not  every  business  turns 
nto  a  roaring  success.  But  they  all 
iiake  a  big  contribution.  ^M 
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WHYDEITA 
AIR  UNES  CALLED 
WILIELTOHELP 
HANDLE  IRAFFIC 

Qmooth  air  traffic  starts  with  smooth  phone 
traffic.  That's  why  Delta  Air  Lines  turned  to 
WilTeF  for  advanced  PBX  phone  systems  for 
international  airports  throughout  the  country 
If  you  need  help  unsnarling  traffic,  call  us. 
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Telemarketing  is  today's  hot  way  to  sell  computers. 
Olan  Mills  discovered  it  45  years  ago  as  a  great  way 
to  sell  an  old-fashioned,  rather  mundane  product. 


<<We  got  on 
the  phone" 


By  William  M.  Stem 

Take  a  look  around  any  living  room 
in  Middle  America  and  you're  likely 
to  see  a  few  posed  family  photo- 
graphs. Look  at  the  small  engraving  in 
the  lower  left  corner.  Chances  are 
you'll  see  the  name  Olan  Mills. 

Olan  Mills  Inc.  is  now  the  largest 
company  in  the  U.S.  specializing  in 
portrait  photography,  a  $5  billion 
business.  Still  privately  owned,  with 
estimated  sales  of  $475  million,  Olan 
Mills  has  nearly  10%  of  the  business, 
about  twice  the  share  of  its  nearest 
competitor,  publicly  owned  en  Corp. 
With  operating  margins  approaching 
15%,  Olan  Mills  is  also  more  profit- 
able. Its  competitors'  operating  mar- 
gins average  12%  to  13%. 

The  secret  of  its  success.''  Olan  Mills 
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has  15,000  employees.  Only  1,500 
are  photographers;  but  more  than 
7,000  people  are  on  the  phones  four 
to  eight  hours  a  day  in  search  of 
business.  "We  got  to  be  number  one 
because  we  never  gave  up  on  telemar- 
keting," says  62 -year-old  Olan  Mills 
II,  known  as  O.M.  Two.  A  soft-spo- 
ken ex -Army  pilot,  he  has  guided  the 
firm  with  his  brother  Charles  George 
(C.G.),  55,  since  their  father,  now 
deceased,  stepped  down  in  the  early 
Seventies. 

"Our  competitors  have  tried  the 
phones,"  O.M.  Two  continues,  "but 
none  had  the  stomach  for  it."  It's 
tedious  work.  As  is  tnic  in  most  tele- 
marketing, workers  quit  and  are  re- 
placed after  only  two  or  three  weeks 


Brothers  C.G.  (left) 
and  Olan  Mills  II 
in  a  company 
studio  in 
Chattanooga 
Their  children 
take  no  part  in  the 
family  business. 
Is  it  for  sale? 


on  the  job.  "Despite  this,"  O.M.  Two 
emphasizes,  "we  never  gave  up 
That's  our  secret." 

Competitors,  by  contrast,  tend  to 
take  the  easier  path  of  making  deals 
with  major  retail  chains  and  setting  up 
studios  in  the  corners  of  their  stores 
-CPI  operates  its  studios  in  Sears  stores, 
PCA  in  Kmarts,  American  Studios  i 
Wal-Marts,  and  privately  owned  Life 
touch  in  J.C.  Penney.  They  attrac 
customers  with  newspaper  and  televi- 
sion advertising  and  by  being  where 
customers  shop  and  might  get  the 
impulse  to  book  a  sitting. 

Olan  Mills  doesn't  wait  for  such 
impulses;  it  tries  to  create  them.  Its 
sales  have  been  growing  8%  to  10%  a 
year  for  the  past  five  years;  its  compet- 
itors have  averaged  just  half  of  that. 

There's  nothing  magical  or  high- 
tech  about  Olan  Mills'  telemarketing. 
It  dates  back  to  1948,  when  the  com 
pany  was  16  years  old.  Olan  Mills,  an 
ex-real  estate  salesman,  bought  a 
bankrupt  studio  in  Tuscaloosa,  Ala. 
He  then  crisscrossed  the  South  pho- 
tographing babies,  door-to-door, 
while  his  wife,  Mary,  processed  the 
film  back  in  Alabama. 

Mills  learned  about  the  power  of 
telemarketing  quite  by  accident.  One 
day  in  1948  an  Olan  Mills  salesman 
overheard  another  salesman  hawking 
wares  by  phone.  He  tried  the  same 
technique  with  photography.  His  or- 
ders shot  up  400%  that  week.  The 
lesson  wasn't  lost  on  shrewd  Olan 
Mills,  who  quickly  installed  more 
phone  lines  and  hired  more  telephone 
salespeople. 

Telemarketing  didn't  solve  all  the 
problems.  Customers  were  suscepti- 
ble to  the  pitch  chiefly  at  Christmas. 
How  could  the  company  keep  the 
cash  flowing  year-round?  "Back  in 
1952  Dad  had  this  idea  to  get  on  the 
phone  and  sell  a  package  of  three 
sittings  for  $3,  taken  over  a  12-month 
period,"  says  C.G.  When  the  custom- 
er came  for  the  second  and  third 
sittings,  he  or  she  invariably  t)rdercd 
additional  photos,  spreading  income 
throughout  the  year  for  the  company. 

The  rest  is  history.  On  these  simple 
concepts  religiously  executed,  Olan 
Mills  has  built  a  chain  of  1,000  com 
pany-owned  studios  not  only  in  the 
big  cities  but  also  in  out  of  the  way 
places  like  Opelika,  Ala.,  Xenia,  Ohio 
and  Puyallup,  Wash.    The  three  sit 
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leal! 


ITHE  INCREDIBLE  EXPANDING  FAX 

YOUR  BUSINESS  CANT  OUTGROW  IT 
THE  COMPETITION  CAN'T  OUTPERFORM  IT 


Nothing  else  looks  like  it,  or  works  like  it. 

The  RICOH  plain  paper  laser  FAX4500L  gives  your 
business  a  whole  new  combination  of  expandability  and 
productivity.  Its  memory  can  expand  from  57  to  1,200  pages 
and  its  paper  supply  can  grow  from  250  to  an  unprecedented 
2,250  sheets.  Which  means  no  matter  how  big  your  business 
gets,  the  FAX4500L  just  gets  more  impressive. 

-A  .       Productivity?  The  FAX4500L  scans  at  a 

M  rate  of  approximately  2  seconds  a  page,  and 

^      ■'■        transmits  at  a  rate  of  6  seconds,  upgradeable 
to  1.5  seconds*  a  page.  Unattended.  Plus, 
it  has  dual  access.  Allowing  you  to  scan 
a  document  into  memory  even  while 
you're  sending  or  receiving.  That  means 
less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  l-800-63-RIC0Hext.l379  today. 


THE  RICOH 
FAX4500L 


THE    NAIVIE    TO    KNOW 


KIOOH 

1-800-63-RICOH 


©  1992  Ricoh  Corporation.     *  In  Group  4  operation. 


AIG  IS  3^,000  PEOPLE  'WORLDMn[DE:  ^VITH  INSURANCHcd 
KNOM^EDGE  SECOND  TO  NONE.      In  1 30  countries  and  Jurisdictions  fro  A^ 
Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919,  AIG  has  an  international  traditio 
other  insurers  have  only  recently  attempted  to  create.  We  learned  bng  ago  that  service  means  havin 
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ocal  people  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  of 
nnovation  and  responsiveness.  All  oj  which  has  made  theAIG  Companies  the  preferred  insurance 
oartnersjor  businesses  seeking  gbbal  growth  opportunities.  Wherever  those  businesses  are  based. 


AIG 


UrORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

Americzin  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


"It  sure  is  comforting  to  know  that 

the  Berger  Funds  are  making  it  possible 

for  Ginger  to  eat  well  and  sleep  well." 

PERFORMANCE  IS  WHAT  COUNTS!  Over  the  past  18  years  the 
Berger  100  Fund  and  the  Berger  101  Fund  have  achieved  an  impressive 
record.  We're  proud  of  it,  but  more  important  is  the  investment  philosophy 
behind  our  outstanding  numbers.  Please  call  for  a  prospectus  and  study  it 
carefully.  Each  fund  is  offered  for  a  minimum  investment  of  $250. 

Berger  Associates,  Inc.  •  (800)  333-1001 


aXaloG 


The  Catalog  Connection  is  liacic  in  FORBES  FYi!  Tliis  coiorfui  advertis- 
ing section  Is  a  favorite  of  FORBES'  affluent  mail-order  enthusiasts. 

Whether  your  catalog  offers  the  latest  fashions,  sound  systems, 
sporting  equipment,  gourmet  foods  etc.,  maice  sure  it's  seen  by 
FORBES  FYI  readers  —  In  The  Catalog  Connection.  They're  affluent 
and  reaii^  to  buy. 

To  showcase  yoxir  catalog  in  the  Catalog  Connection, 
caU  Linda  Loren:  212-620-2440  or  Fax:  212-620-2472. 

FYI  Dote:  May  10,  1993 
Closing  Date:  March  12,  1993 


Olan  Mills 

tings-a-year  package,  now  $15,  n 
mains  the  cornerstone  of  Olan  M 
business.  Average  sale  per  customer 
1992:  $60. 

When  siblings  O.M.  Two  and  C 
assumed  the  reins  of  Olan  Mills 
1972,  sales  had  grown  to  about  $2 
million.  They  moved  the  compan; 
headquarters  to  Chattanooga  anc| 
rode  a  fortuitous  demographic  tidal 
wave.  Baby  boomers  were  having  ba- 
bies of  their  own,  and  with  each  heav- 
enly bundle  there  was  need  for  updat- 
ed family  portraits. 

Today  the  baby  market  is  getting 
crowded,  but  fortunately  the  brothers 
expanded  into  school  and  yearbook 
photography  (1.5  million  a  year  to 
day),  church  directories  (8,00( 
churches)  and  glamour  photogra 
phy — providing  customers  with 
trendy  hairdos  and  designer  costumes 
for  their  pictures  (14  studios).  But 
family  portraits  remain  the  bulk  o: 
Olan  Mills'  business. 

Why  haven't  competitors  simply" 
copied  these  techniques?  "Their  pub 
lie  competitors  sell  a  cheaper  produc 
and  chase  the  baby  market  almost 
exclusively,"  says  Interstate/Johnson? 
Lane  analyst  Stephen  Shook.  Thus, 
they  don't  get  the  follow-up  business 
Olan  Mills  does.  Shook  adds:  "In  the 
adult  portrait  market,  Olan  Mills  is  so 
big,  with  such  good  name  recogni- 
tion, there  is  no  competition  other 
than  mom-and-pop  studios."  O.M 
Two  says:  "We'll  let  [the  others]  fight 
it  out  in  the  preschool  market,  which 
is  under  30%  of  our  sales.  We  may  lose^ 
a  tad  of  market  share." 

Unlike  some  of  its  competitors 
Olan    Mills   remains   private.    O.M 
Two   owns   51%   of  the   company 
Charles  George  owns  49%.  But  the 
day  of  family  ownership  may  be  wan 
ing.  None  of  O.M.  Two's  and  C.G.' 
five  children — aged  23  to  32 — works 
in  the  company;  their  only  involve 
ment    is    in    a    "cousins'    council" 
briefed  regularly  by  senior  manage 
ment.  O.M.  Two  is  cutting  back  hisjj 
involvement,   and   C>.G.   is   in   poorjil 
health.  In  1990  the  brothers  elevated  I 
longtime  employee  Hampton  John 
ston  to  the  presidency. 

"There  are  no  plans  to  sell  this  firm  i 
or  take  it  public,"  says  O.M.  Two, 
"but  we'd  never  rule  out  any  possibi 
ity."  It  looks  like  more  of  a  probabili 
with  every  passing  year. 
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Creativity 


Leadership 


Innovation 


The  same  qualities  that  have  brought  your 
company  success  may  earn  you  and  your 
company  a  prestigious  Business  in  the  Arts 
Award  from  Business  Committee  for  the 
Arts  and  FORBES  Magazine.  The 
Awards  recognize  companies  and  business 
leaders  for  developing  outstanding  alliances 
with  the  arts  that  benefit  their  business, 
their  community  and  the  arts.  Whether 
your  company  employs  3  or  300,  has  just 
become  involved  with  the  arts  or  has  been 
building  alliances  with  the  arts  for 
decades— it  may  be  eligible  to  join  the  ranks 
of  award-winning  companies  throughout 
America  that  have  made  a  difference 
through  their  partnerships  with  the  arts. 
Contact  Business  Committee  for  the  Arts, 
Inc.  before  the  deadline— March  ^i, 
1993-at  1 77 J  Broadway,  Ste.  ^10,  NY, 
NY  10019-1942,  (212)  664-0600, 
Fax:  (212)  Cf^6-^g8o. 
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Cummings  Research  Park 

,'    in  HunlsviJIe  is  not  only  one 

of  the  nation  s  oldest  R&D 


facilities,  it  salsa  one  of 
this  largest.  In  addition. 
Site  Selection  magazine 

consistently  ranks  it 
among  the  top  ten  parks. 


It  s  a  sad  faipt.  E^iit  some  people  still  think  Alabama  s  a 
backwoods  place  full  of  uncultured,  uneducated  hillbillies. 
Who  can't  even  use  fancy  words  like  uncultured.   Maybe 

that  s  why  they  re  so  surprised  to  find  out  what  Alabama 

really  is— a  thriving,  forward-looking  state  that  s  attracting,  as 

well  as  creating,  dynamic  industries.  Sure,  we  have  a  proud 

rural  past  and  an  abundance  of  natural  resources.  That  s  part 

of  our  uniqueness.  But  now  we  ve  combined  those  attributes 

with  a  progressive,  high-tech  business  environment  to  help 
make  Alabama  an  important  Southeastern  economic  center. 

Tor  example,  we  ve  got  a  work  force  that  compares  with  any 

in  the  world,  according  to  executives  who  ve  relocated  here. 

Our  universities  and  colleges  have  teamed  with  businesses  to 

create  programs  that  are  both  revolutionary  and  profitable. 

The  new  Centers  of  Excellence  are  providing  technological 

training  that  s  tailored  to  the  needs  of  specific  employers. 

And  our  health  care  research  facilities  are  consistently 

ranked  among  the  best  in  the  world. 

I  hese  ajre  just  a  few  of  the  reasons  why  Alabama  s  gOneirom 

being  the  last  place  people  want  to  live  to  the  last  place  they 

want  to  leave.  There  s  more  going  on  here  than  ever  before. 

And  we  don  t  want  anyone  to  be  ignorant  of  it. 


So  many  com\)anies  have 

developed  a  preference  for 

Mobile  that  it's  now  ranked 

9lh  nationwide  in  terms  of  new 

manufacturing  companies. 


H   [   I   B   H   M   e 


It    Isn't     Where     You     Think     It     I 


for  more  informalion.ionlacl  the  Economic  Developmenl  Partnership  of  Alabama.  2  North  Jackson  Street.  Montgomery.  Alabama  56104.  Phone  205-225-5700. 


The  numbers  aren't  always  what  they  seem 
when  you're  investing  in  Latin  American  stocks. 

Free-style 
accounting 


late  1991.  b^^ 

Cemex  is  also  notorious  for  report  t^- 
ing  huge  nonoperating  earnings  wit  P^ 
little  explanation.  Digging  deepb  t^^ 
into  the  footnotes  of  Cemex's  199 
annual  report,  for  instance,  you  migh 


By  Roula  Khalaf 

There  are  lots  of  good  reasons  in- 
vestors should  be  interested  in  Latin 
American  stocks,  but  they  would  do 
well  to  understand  that  disclosure 
south  of  the  Rio  Grande  isn't  quite 
the  same  as  disclosure  to  the  north. 

Last  March  Mexican  cement  giant 
Cemex  raised  S600  million  in  a  pri- 
vate placement.  The  company's  offer- 
ing prospectus  said  the  ftinds  would 
be  used  to  pay  down  debt.  But  it  kept 
the  cash  instead  for  months  and  sud- 
denly used  it  to  help  pay  for  a  SI. 85 


billion  purchase  of  Spain's  two  largest 
cement  makers.  Mexican  disclosure 
is  somewhat  lax,  so  Cemex  (nearly 
S2  billion  in  estimated  1992  sales) 
didn't  think  it  needed  to  reveal  its 
strategy'  change  before  the  purchase 
was  announced. 

Some  investors,  who  had  bought 
Cemex  as  a  play  on  Mexico,  were 
infuriated  and  beat  the  company's 
over-the-counter  American  Deposi- 
tary' Receipts  down  to  a  low  of  S 1 8  last 
summer    from    a    high    of  S42    in 


eventually  discover  that  a  third  of  tb  0^^'^'- 
.  company's  $495  million  pretax  in  ^;'^'^^^'^ 
come  came  fi-om  a  gain  on  the  sale  o  fenng  ■ 
treasurx'  shares.  In  Mexico,  a  company  ^  ^ 
buying  back  its  stock  and  reselling  i  an^sg 
for  a  profit  can  book  the  gain.  That's ;  onipi'^ 
no-no  under  U.S.  accounting  rules,  rithil- 

Welcome  to  the  world  of  globa  lon'i  '^ 
investing.  Warns  Har\'ard  busines:  f^ 
school  accounting  professor  Davie  its  In^f 
Hawkins:  "Accounting  in  emerging  )iegO.  I 
markets  is  a  potential  mine  field."       Iininic 

Cemex  may  or  may  not  have  made  i  : 
good  buy  in  Spain,  but  the  experience  b^- 
sho\\s  ho\\'  little  some  foreign  compa    .to 
nies — especially  in  developing  coun  diust  t 
tries — feel  they  need  to  level  with  P"  ■ 
shareholders.  Emerging  markets  now 
take  30%  of  all  U.S.  net  purchases  oianhas 
foreign  stocks,  compared  with  15%  ir  m  n 
1988.  All  told,  there  are  73  Latir  IGki 
American  adrs  traded  in  the  U.S.  a, Si 
many  on  the  pink  sheets,  up  from  jusi  .\iiih 


WHO'S  USING 

INVESTMENT 
PERFORMANCE 
TO  MAKE  LIFE 

BETTER? 


•Variable  life  insurance  policies  are  issued  by  Equitable  Variable  Life  Insurance  Company,  a  wholly-owned  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  Stales.  All  rankings  arc 
for  periods  ended  12/31/92.  as  reported  in  Momingstars  Variable  Annuity/Life  Performance  Report  The  Incentive  Life  Aggressive  Stock  Fund  ranked  I  out  of  all  699  funds  rated  over  the  Vyear 
period.  1  out  of  34  in  its  category  over  the  3-year  period  and  3  out  of  1 8  over  the  5-year  period.  Our  Global  fund  ranked  2  out  of  29  in  its  category  over  the  3-year  pcnod  and  I  out  of  10  over  the  .S-year 
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few  five  years  ago.  Roughly  70%  of 
'•M  le  money  is  going  into  Mexico,  but 
j-gentina,  Brazil  and  other  countries 
re  attracting  U.S.  investors'  dollars. 
Only  if  foreign   companies   raise 
loney  in  the  U.S.  or  are  listed  on  a 
lajor  exchange  do  they  have  to  com- 
ly  with  U.S.  accounting  rules  in  their 
iffering  statements.  Otherwise,  for- 
ign  rules  apply.  And  the  differences 
an  be  significant.  For  example,  don't 
ompare  a  Mexican  bank's  earnings 
nth  a  U.S.  bank's.  In  Mexico  banks 
'"ballon't  have   to  record   or  amortize 
oodwill.  Charles  Brandes,  of  Bran- 
es  Investment  Management  in  San 
m  )iego,  figures  if  Grupo  Financiero 
5anamex  Accival  S.A.  were  amortiz- 
ng  goodwill  as  American  banks  must, 
ts  earnings  would  be  17%  lower. 

Many  Latin  American  companies 

idjust  their  numbers  for  inflation. 

"itlijrhat's  good  in  theory,  but  it  can  lead 

o  confusion.  "Inflation  accounting  is 

)nly  as  reliable  as  the  indices  compa- 

ui  lies     are     using,"     warns     Patricia 

Jtin  VIcConnell,    accounting    expert    at 

Bear,  Stearns. 

Analysts,  for  instance,  are  suspi- 
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cious  of  the  inflation  index  used  in 
Brazil.  For  good  reason.  In  June  1991 
the  Brazilian  government  suddenly 
announced  that  companies  had  used 
the  wrong  index  in  1990.  Instead  of 
an  800%  annual  inflation  rate,  the 
government  now  said  companies 
should  have  adjusted  their  numbers 
according  to  different  indices  to  re- 
flect an  1,800%  inflation  rate. 

So  Duratex,  a  building  materials 
manufacturer,  was  forced  to  reduce  its 
1990  $25  million  pretax  earnings  by 


an  additional  $3.3  million. 

Inflation  has  been  a  constant  prob- 
lem in  these  countries.  But  Venezue- 
lan steelmaker  Sivensa,  which  trades 
in  the  U.S.  through  an  over-the- 
counter  ADR,  doesn't  adjust  for  infla- 
tion. At  the  end  of  1991  Sivensa  had 
profits  of  $26  million  on  revenues  of 
$500  million.  But  Venezuelan  infla- 
tion runs  around  40%  a  year,  so  who 
knows  what  the  real  numbers  are.'' 

Many  Latin  American  public  com- 
panies are  still  controlled  by  families, 
and  it's  not  unusual  for  money  to  be 
siphoned  off^  to  the  control  group. 
That's  what  some  U.S.  investors  sus- 
pect recendy  happened  when  Argen- 
tinean food  processor  Moiinos  Rio 
De  La  Plata  unexpectedly  reported  a 
loss  in  the  year  ended  June  1992.  It 
turns  out  that  millions  of  dollars  in 
consulting  and  other  fees  had  been 
paid  to  the  holding  company,  which  is 
the  majority  owner. 

Of  course,  no  risk,  no  reward.  But 
before  leaping  into  foreign  stocks, 
especially  Latin  American  stocks,  re- 
member you  are  in  only  partly  charted 
territory.  Hi 


The  Equitable  was  a  pioneer  of  variable  life 
insurance.  And  now  we've  created  two  versatile  poli- 
cies attuned  to  the  needs  of  policyholders  in  the  1990s 
and  beyond. 

Our  CHAMPION  2000  and  INCENTIVE  LIFE  2000 
variable  life  policies  combine  insurance  protection  with 
an  array  of  diverse  investment  options  for  long  term  growth 
potential.  As  your  needs  and  financial  strategies  change, 
you  can  simpdy  change  your  options. 

But  what  really  sets  these  policies  apart  is  the  perfor- 
mance of  the  funds  that  back  them.  One,  for  example,  ranks 
first  in  performance  among  all  variable  life  and  annuity 
funds  over  the  past  three  years.  Two  rank  first  in  their 


THE 


categories  over  the  same  period.  Four  of  them 
rank  as  top  performers  over  a  five-year  period.* 

It's  not  surprising  when  you  consider  that  the 
Equitable  professionals  who  manage  the  funds  behind 
our  CHAMPION  2000  and  INCENTIVE  LIFE  2000 
policies  average  16  years  of  experience. 

To  learn  more  about  The  Equitable  and  its  versatile 
and  timely  range  of  products,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at  The  Equitable, 
787  Seventh  Avenue,  Dept.  A,  New  York,  NY  10019. 

For  more  complete  information  about  our  CHAMPION  2300  modified  premium  and  INCENTIVE 
LIFE  2000  flexible  premium  variable  life  policies,  including  charges  and  expenses,  obtain  a 
prospectus  from  your  Equitable  Registered  Representative.  Past  performance  is  not  an  estimate 
or  indication  of  future  results. 


EQUITABLE 

CTRENGTH  IN  NUMBERS 

period^Our  Growth  Investors  Fund  ranked  1  out  of  1 0,  our  Balanced  Fu,  d  5  out  of  49,  and  our  Money  Market  Fund  2  out  of  86,  over  the  5-year  period.  The  Momingstar  universe  consists  of  nearly  700  variable 
life  and  annuity  funds,  all  of  which  report  their  data  net  of  investment  management  fees,  direct  operating  expenses  and  separate  account  level  charges.  The  performance  data  Momingstar  uses  to  calculate  rank- 
ings do  not  reflect  insurance-related  costs,  expenses  or  sales  charges  which  would  reduce  the  return  to  policyholders.  ©1993  The  Equitable  Companies  Incorporated,  NY,  NY  10019. 
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They  may  give  you  a  headache,  but  Burger  King's  MTV- 
like  commercials  are  doing  what  they're  supposed  to. 

Look  who's 
coming  to  diimeir 


By  Gretchen  Morgenson 

IT'S  THE  KIND  OF  THING    that    gives 

adults  migraines,  but  the  kids  love  it. 
Burger  King's  commercials  have  a 
jumpy,  jiggly  music- video  st)'le.  Sat- 
urday Nigfht  Live  nomimLted  them  for 
one  of  1992's  worst  annoyances. 

Burger  King  can  live  with  such 
criticism.  The  company  says  the  cam- 


paign is  aimed  at  18 -to- 34-year-olds, 
but  it  also  clearly  appeals  to  teens, 
who  have  $27  billion  in  discretionan^ 
income  and  spend  a  lot  of  it  on  fast 
food.  Regardless  of  whom  it's  aimed 
at,  people  of  all  ages  are  coming  to 
dinner  at  Burger  King.  "Whether 
people  love  it  or  hate  it,  BKT\'  gets 


through,"  says  James  Adamson,  chie  IcDc""' 
operating  officer  worldwide  o  jSto-^'"' 
Burger  King  Corp.  [BaK^^ 

The  BKTV  television  spots  are  th  jjSm 
work  of  agency  D'Arcy  Masius  Ben  IcDoiul 
ton  &  Bowles.  They  feature  mtv  sta  jfl  )^' 
Dan  Cortese  inter\iewing  young  Bur  juetit  u 
ger  King  customers  chowing  dowi  Ituop^^l 
on  a  new  dinner  menu  and  beinj  in'  tni) 
wowed  by  new  table  service.  |  U'sinil 

Jerome  Ruenheck,  president  o  jnce  1 
Burger  King's  U.S.  franchisee  associa  (ptcint* 
tion,  says  dinner  sales  jumped  as  mucl  orteii ; 
as  20%  in  certain  markets  when  th<  icomcJ 
raspy  ads  first  broke  in  October.  Ever  ^d 
now,  after  the  freshness  of  the  cam-  Imi 
paign  has  worn  off,  sales  remain  high  jc  in  li 

According  to  Nation's  Restauran,  \\  ot 
News,  a  trade  magazine,  Burger  King  ntnt  ir 
is  gaining  on  archrival  McDonald's  ^"' 
Among  the  top  domestic  sandwici 
chains,  BK's  market  share  came  close  ;. 
to  17%  last  year,  up  from  15.9%  ir 
1990.     During    the    same    period 


i  James  Adamson, 
chief  operating 
officer  worldwide  of 
Burger  King 
Dinner  at 
Burger  King? 
Don't  laugh; 
a  new  menu 
and  table  service 
are  winning 
over  some 
mighty  tough 
customers. 
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^'f  IcDonald's    share    dwindled    from 
5%  to  33%.  Systemwide  sales  growth 
Burger  King  in  the  U.S.  came  in  at 
.6%   in    1992,   more   than   double 
'''"  IcDonald's   increase   of  1.5%.    It's 
een    years    since    Burger    King — 
ought  in  1989  by  Britain's  Grand 
letropolitan  Pic.  as  part  of  the  Pills- 
ury   buyout — has   bested  McDon- 
!d's  in  almost  any  measure  of  perfor- 
lance.  In  the  fiscal  year  ended  last 
eptember,  Grand  Metropolitan  re- 
orted  a  9%  increase  in  operating 
icome  at  the  $1 .4  bilHon  (sales)  fast- 
^^^'j3od  subsidiary. 

Dinner  is  a  notoriously  tough  gam- 

le  in  the  fast-food  business;  about 

^'5%  of  the  $76  billion  Americans 

>J\2  pent  in  fast-food  outlets  last  year 

hanged  hands  between  1 1  a.m.  and  3 

)'clock.  When  it  comes  to  dinner, 

ast-food  oudets  go  up  against  a  much 

roader  range  of  eating  choices — and 

jften  they  lose.  Dinner  business  is 

vhat  Burger  King  is  after. 

Five  months  ago  it  rolled  out  its 
lew  evening  menu  of  fried  chicken, 
hrimp,  steak  sandwiches  and  baked 
potatoes  and  broke  with  tradition  by 
)ffering  table  service.  While  custom- 
;rs  await  delivery  of  their  $2 .99  meals, 
hey  munch  on  free  popcorn  and  help 
Jiemselves  to  soft  drinks  and  refills. 

In  its  pursuit  of  evening  traffic, 
burger  King  seems  to  be  leading. 
McDonald's,  which  was  trying  out  its 
awn  evening  ofi^erings  of  pizza  and 
;hicken,  has  pulled  its  trial  menus 
from  stores  for  additional  work. 

Clearly  Burger  King  is  getting  peo- 
ple's attention  with  the  new  menus 
and  the  new  campaign.  Its  advertising 
used  to  look  like  a  lame  imitation  of 
McDonald's,  which  does  the  heart- 
string-pulling  stuff"  a  whole  lot  better. 
The  few  attempts  at  more  daring  adver- 
tising have  been  mediocre  at  best  and, 
in  some  cases,  even  downright  embar- 
rassing. The  nadir  was  a  mid-1980s 
campaign  buift  around  a  pathetic  cus- 
tomer named  Herb  tiie  Nerd. 

James  Adamson  took  over  as  chief 
operating  officer  about  the  time  the 
campaign  broke.  He  learned  about 
marketing  at  a  tough  school — the  rag 
trade.  He  worked  for  the  Gap.  Trendy 
retailers  like  Ga*p  know  that  there  is  a 
show  biz  side  to  retailing.  "We're  in  a 
business  that's  fian,"  says  Adamson. 
"We  wanted  to  quit  maJdng  it  rigid, 
staid  and  serious."  tM 
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It's  not 
too  late. 

You  still 
have  until 
April  15  to 
open  an  IRA 
account.  Don't  deny 
yourself  the  powerful  tax- 
deferred  status  an  IRA  can 
provide  you...and,  in  many 
cases,  your  IRA  is  tax 
deductible. 

Fund  your  IRA  with  a 
Janus  Fund.  Janus  Funds 
are  well-known  for  their 
long-term  competitive 
performance.  And,  you 
can  open  an  IRA  for 
as  little  as  $250  or  par- 


ticipate in 
Janus'  No 
Minimum 
Initial 
Investment 
Program.^"^* 
Call  today  and  get 
started.  Janus  Funds  offers 
retirement  investors  over 
20  years  of  investment 
experience.  Call  1-800-525- 
8983  Ext.  414  or  send  in  the 
coupon  today  to  receive  a 
free  Janus  IRA  Kit  including 
an  IRA  application  and 
prospectus  containing  more 
complete  information. 
Please  read  the  prospectus 
carefully  before  you  invest. 


JANUS  FUNDS 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext414 

Janus  Fund 

Janus  Balanced  Fund 

Janus  Enterprise  Fund 

Janus  Woridwide  Fund 

Janus  Flexible  Income  Fund 

Janus  Short -Tenn  Bond  Fund 

Janus  Growth  and  Income  Fund 

Janus  Intermediate  Government  Securities  Fund 

*Under  the  Janus  No  Minimum  Initial  Investment  Program,  you  authorize  Janus  to  debit 
your  bank  account  $50  or  more  per  month  to  purchase  shares  in  a  Janus  Fund.  You 
should  consider  your  ability  to  continue  in  such  a  program  in  view  of  the  possibility  that 
you  may  have  to  redeem  your  shares  in  periods  oi  declining  fund  share  prices  as  well  as 
in  periods  of  rising  prices. 


YES -I  would  like  to  know  more  about  Janus  Funds! 

Name 

Address 

City/State/Zip 

Janus  Funds  are  no-load  mutual  funds. 


Send  to: 

Janus  Funds 

P.O.  Box  173375 

Denver,  CO 

80217-3375 

1-800-525-8983 

Ext  414 

rJLl.  '»!'*     FORB414 
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Novell  looks  invincible. 
Don't  bet  on  it. 

Microsoft's 
dark  shadow 


By  Julie  Pitta 

Novell  Chairman  Raymond  Noorda 
has  a  nice-guy  image  in  the  press  and  a 
great-guy  image  on  Wall  Street — 
which  values  his  $1  billion  (fiscal 
1993  estimated  sales)  company  at  $9 
billion.  The  latter  part  of  his  image  is 
about  to  be  severely  tested. 

Novell's  business,  in  which  it  has  a 
70%  market  share,  according  to  the 
Gartner  Group,  is  sofi^vare  for 
networking.  Novell's  NetWare  links 
personal  computers  together  so  that 
they  can  share  printers  and  databases. 
It  has  avoided  a  head-on  confronta- 
tion with  mighty  Microsoft:  so  far 
because  Novell's  soft^vare  worked 
well  with  Microsoft's.  Novell's 
NetWare  is  typically  deployed  on  net- 
works of  PCs  using  Microsoft's  oper- 
ating system  software. 

The  spirit  of  peaceftil  coexistence 
between  the  two  companies  may  soon 
be  over,  however.  A  new  version  of 
Microsoft's  popular  Windows  operat- 
ing system,  Windows  NT,  could  ren- 
der NetWare  obsolete.  NT  has 
networking  capabilities  built  in. 

"NT  scares  me  to  death,"  says  Drew 
Major,  Novell's  chief  scientist.  "Mi- 
crosoft: wants  to  own  the  world,  and 
we're  the  one  part  that  they  don't 
have  yet." 

Although  Microsoft  has  had  a 
product  similar  to  Novell's,  called  LAN 
(for  local  area  network)  Manager,  it 
never  worked  as  well  with  Microsoft's 
own  operating  systems  as  Novell's 
NetWare  did.  Windows  NT,  the  cul- 
mination of  four  years  of  program- 
ming, evidently  won't  have  that  defi- 
ciency. Major  recalls  trying  out  LAN 
Manager  four  years  ago  and  smiling, 
"They  did  it  wrong,  and  they  don't 
know  how  to  fix  it."  He's  not  smiling 
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now,  after  a  preview  of  NT.  Confirms 
Dennis  Schneider,  Digital  Equip- 
ment Corp.'s  marketing  director,  "It 
runs  like  a  top." 

Users  find  it  appeaUng  to  buy  a 
single  piece  of  software  that  combines 
networking  with  the  usual  operating 
system  features,  standard  in  mini  and 
mainframe  computers.  "There's  a  lot 
of  merit  to  having  one  vendor  that  can 
provide  a  seamless  integration  in  the 
PC,"  says  Craig  Goldman,  the  chief 
information  officer  at  Chase  Manhat- 
tan Bank. 

Microsoft  is  trying  to  get  new  com- 
puter buyers  hooked  on  NT  from  the 
start.  Already,  450  hardware  manu- 
facturers offer  Microsoft's  MS-DOS  as  a 
preinstalled  feature  on  their  ma- 
chines. Just  under  150  sell  Windows 
in  the  same  way.  And  Microsoft  aims 
by  midyear  to  get  these  PC  makers  to 
buy  licenses  to  preinstall  Windows  NT. 
At  that  point  the  only  additional  soft- 
ware that  is  necessary  for  a  network  to 
run  is  one  copy  of  a  server  version  of 
NT  that  goes  on  the  host  computer. 

Hardware  makers  figure  they  have 
to  put  some  operating  system  in  their 
machines  before  shipping  them,  so  it 
might  as  well  be  NT.  Novell  can't 
match  that  foot-in-thc-door  strategy. 

Here's  something  else  that  is  wor- 
rying Novell.  Both  Novell  and  Micro- 
soft are  angling  to  capture  the  soft- 
ware business  of  the  many  large  firms 
transporting  workloads  from  main- 
frames to  networks  of  desktop  ma- 
chines. In  this  business,  Microsoft  is  at 
an  advantage.  NetWare  started  out  as 
a  networking  tool  for  very  small 
groups  of  computers,  typically  10  to 
15.  Microsoft's  NT,  in  contrast,  has 
been  designed  from  the  beginning 


with  larger  systems  in  mind.  NT,  for 
instance,  can  run  on  machines  with 
more  than  one  processor;  NetWare 
can't  yet. 

There's  furious  work  at  Novell  to 
finish  a  new  version  of  NetWare,  al- 
ready a  year  late,  that  would  link 
1,000  users  in  different  geographic 
locations  into  a  single  network.  That 
is  more  than  NT  can  do.  In  the  mean- 
time, Noorda  and  his  company  have 
taken  on  a  distinctly  defensive  posture 
about  that  juggernaut  Microsoft. 

"Microsoft  would  like  to  consume 
the  business,  if  they  can't  do  that 
they'll  inhume  it,  or  subsume  it," 
Noorda  says  testily.  Noorda  has  made 
statements  against  Microsoft  to  Fed- 
eral Trade  Commission  staff  mem- 
bers, and  he  is  said  to  be  considering  a 
private  antitrust  suit  charging  Micro- 
soft with  unfairly  leveraging  its  near- 
monopoly  in  PC  operating  systems  to 
take  over  applications  like  network- 
ing. Novell  has  even  threatened  to 
withhold  its  software  source  code 
from  Microsoft  so  that  it  will  be  more 
difficult  for  Microsoft  to  ensure  com- 
patibility with  Novell.  Sounds  like  a 
kamikaze. 

Noorda,  normally  the  politest  of 
executives,  says  that  he  has  stopped 
taking  phone  calls  from  Microsoft 
Chairman  William  Gates:  "The  con- 
versations have  been  very  one-sided 
and  unmanageable."  Admits  Michael 
Maples,  a  vice  president  at  Microsoft, 
"Things  are  pretty  strained  between 


us  right  now." 

You  can't  blame  Noorda  for  being 
upset.  Unless  antitrust  law  is  in  for  a 
big  Clinton-era  resurgence,  Micro- 
soft seems  very  much  to  have  the 
upper  hand  here. 

Noorda's  defensive  moves  include 
buying  Digital  Research,  which 
makes  a  clone  of  Microsoft's  MS-DOS 
operating  system,  and,  more  recently, 
paying  AT&T  about  $260  miUion  in 
Novell  stock  for  an  operation  that  sells 
Unix,  a  20-year-old  operating  system 
that  has  the  power  NetWare  lacks; 
Novell  hopes  it  will  be  a  rival  to  NT. 

So  far,  not  so  good:  Sales  of  Digital 
Research's  drdos  have  declined  since 
Novell  took  it  over.  Unix,  for  all  its 
success  among  engineers  and  aca- 
demics, has  yet  to  capture  much  cor- 
porate business.  "We're  not  using 
Unix  because  we  don't  need  another 
operating  system,"  says  Sheldon 
Laube,  national  director  of  informa- 
tion technology  for  Price  Water- 
house.  Laube  has  standardized  on 
Microsoft  Windows  and  is  testing  NT. 

Some  Novell  insiders  seem  to  have 
taken  the  threat  personally.  Eleven  of 
them  sold  a  total  of  1 .3  miUion  shares 
last  year. 

Novell  remains  nervous  but  deter- 
mined. "If  Microsoft  loses  in  the 
networking  world,  they  have  other 
things  to  fall  back  on,"  says  Novell's 
candid  Drew  Major.  "Novell  doesn't. 
They  won't  go  out  of  business.  We 
will."  Bi 
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Introducing  MM 


The  best  business  long  distance  and  ilr 

tmc3 


It's  a  formula  for  success— the  best  of 
both  worlds,  in  a  single  service,  for  compa- 
nies with  annual  outbound  long  distance 
and  800  service  expenditures  of  $24,000  to 
$1  million. 

With  AT&T  UniPlan  Service,*  you  get 
the  fastest  call  set-up  time,  the  highest  call 
completion  rate  and  the  most  reliable 


network  in  the  business."  Together  with  tlicatd 
assurance  of  dedicated,  responsive  service  Itjb 
24  hours  a  day,  7  days  a  week,  by  a  thor-  fcfor 
oughly  trained  UniPlan  Service  specialist,  'bill 
You  get  a  single  point  of  contact— a  true  Tin 
proftssion-dl— who  personally  owns  your 
problem  until  it's  fully  resolved. 

Domestic  or  international  calls,         |(e[fi 


>  1993  AT&T.     'Pending  FCC  approval.     "Connparisons  based  on  switched  services  of  leading  national  carriers.     •"Installation  must  be  requested  by  8/11 
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U  reliable  800  service  combined. 


tt  icated  or  switched  access,  single  or 
icftilocation  businesses— UniPlan  Service 
ks  for  all  of  them,  and  does  it  with 
bill. 

The  message  is  clear. 
AT&T's  new  UniPlan  Service  was 
iigned  from  day  one  to  give  you  more: 
re  efficiency  more  choices,  more 


productivity  more  reliability  more  profits. 
AT&T's  new  UniPlan  Service.  Make  it  a 
new  element  in  your  plan.  Sign  up  by 
April  30, 1993  and  your  UniPlan  Service  will 
be  installed  free.  You  may  even  qualify  for 
other  bonuses,  too."'  For  more  information, 
call  your  account  representative  or 
1  800  858-4864,  Ext.  151. 

AT&T  The  Best  in  the  Business. 


If  conditions  and  restrictions  may  apply. 
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COMPUTERS/COMMUNICATIONS 


Express  mail, 
new  style 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


From  the  back  of  a  taxi  the  other  day, 
I  sent  a  note  to  Bill  Clinton.  These 
days  you  not  only  can  send  ordinary 
letters  to  the  White  House,  you  can 
send  electronic  mail,  including  the 
latest  version  that  operates  over  the 
airwaves. 

My  note  to  the  President,  which  I 
sent  just  to  see  if  it  could  be  done,  was 
one  of  numerous  tests  I  have  been 
running  recendy  with  a  $995  device 
called  the  Viking  Express,  a  black 
notebook  that  contains  a  little  com- 
puter and  an  attachment  that  enables 
it  to  communicate  with  other  com- 
puters via  radio.  It  has  its  flaws,  but  it 
can  be  quite  a  time -saver,  and  using  it 
has  prompted  me  to  think  about  a 
stock  that  many  American  investors 
overlook:  L.M.  Ericsson,  the  Swedish 
telecommunications  giant. 

Ericsson  is  one  of  the  partners  be- 
hind the  Viking  Express,  a  pivotal 
product  in  the  development  of  the 
mobile  computing  industry.  It  is  the 
first  wireless  electronic  mail  system  to 
be  aimed  at  professionals  and  execu- 
tives on  the  go.  To  be  sure,  you  can 
send  wireless  E-mail  from  a  modem- 
equipped  notebook  computer  at- 
tached to  a  cellular  phone,  if  the 
phone  is  of  the  right  variety.  But  the 
Express  gadget  has  it  all  in  one  pack- 
age: keyboard,  screen,  modem,  radio. 

The  Viking  Express  works  only  in 
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some  cities,  and  even  there,  coverage 
can  be  spotty.  It  does,  however,  keep 
me  in  touch  on  the  road.  The  other 
day  on  a  trip  to  New  York  from  Santa 
Fe,  I  had  a  45-minute  connection  in 
Dallas — too  litde  time  for  more  than  a 
quick  call  or  two,  even  with  a  cellular 
telephone.  On  the  flight,  however,  I 
wrote  a  half-dozen  brief  memos  on 
the  Viking  Express.  When  the  plane 
landed  in  Dallas,  I  turned  on  the  radio 
and  left  it  on  while  the  plane  taxied  to 
the  gate.  I  hurried  to  the  next  gate, 
and  my  connecting  flight  taxied  out 
and  took  off.  During  that  time,  the 
Viking  Express  sent  my  messages  and 
received  a  dozen  or  so  others,  which  I 
read  in  the  air. 

The  Viking  system  works  because 
its  developers  forged  a  close  alliance 
involving  BellSouth,  Ericsson,  Gen- 
eral Electric,  Hewlett-Packard  and  a 
private  San  Francisco- area  company, 
RadioMail.  BellSouth,  Ericsson  and 
GE  are  involved  through  their  RAM 
Mobile  Data  joint  venture. 

A  good  deal  of  noise  is  being  made 
by  the  cellular  industry  about  its  po- 
tential as  a  wireless  data  carrier.  As  I 
noted  in  the  Jan.  4  column,  cellular 
has  many  advantages — notably  the 
ability  to  combine  wireless  voice  and 
data  channels  in  a  single  nomadic 
device^but  also  the  problem  of  coor- 
dinating competing  companies  and 
retrofitting  a  large  base  of  existing 
equipment.  The  fact  is  that  for  at  least 
the  next  18  months,  it's  likely  that  the 
direction  of  the  fledgling  wireless  in- 
dustry will  be  set  by  ram  Mobile  Data 
and  its  chief  rival,  Ardis.  The  Ardis 
network,  which  dates  to  1983,  is  a 
joint  venture  between  IBM  and  Mo- 
torola. Although  the  cellular  tele- 
phone industry  has  big  plans,  only 
ram  and  Ardis  are  now  operating 
nationwide  two-way  digital  networks. 

Ardis  and  ram  have  adopted  strat- 
egies that  reflect  major  differences  in 
customer  focus,  marketing  approach 
and  even  in  the  underlying  architec- 


ture of  their  networks. 

The  focus  at  Ardis  remains  special- 
ized: It  concentrates  on  developin| 
custom  devices  that  link  field -workers 
to  headquarters.  With  about  75  cor- 
porate customers  and  some  35,001 
users  on  those  networks,  Ardis  is  b) 
far  the  largest  provider  of  wireless  dat; 
services,  with  annual  revenues  esti- 
mated at  $45  million  to  $50  million. 
In  addition  to  being  the  industr\''sl 
leader  in  customers  and  revenues, 
Ardis  also  has  a  big  lead  in  installed 
equipment,  with  1,300  transmitters] 
in  400-plus  metropolitan  areas. 

Ardis  is  introducing  new  communi- 
cations products,  including  software 
to  create  a  wireless  mail  system  much 
like  ram's.  Prosperity  for  Ardis  won't 
do  much  for  owners  of  IBM,  because 
of  the  company's  many  other  prob- 
lems. Owners  of  Motorola  should 
benefit,  although  that  company  al- 
ready is  well  recognized  for  its  leader- 
ship in  mobile  communications. 

ram,  through  the  Viking  Express 
and  related  fijture  products  that  will 
work  with  ordinary  personal  comput- 
ers, has  a  chance  at  becoming  a  domi- 
nant player.  That  would  be  good  for 
BellSouth  and  General  Electric,  as 
partners  in  RAM.  The  third  partner  in 
RAM,  however,  may  be  more  interest- 
ing for  investors  because  it  isn't  as 
closely  followed  in  this  countr)\ 

Ericsson's  results  have  been  unre- 
markable of  late  because  of  slow 
growth  in  its  largest  business,  central 
oftice  switching  equipment,  and  ectv 
nomic  and  currency  problems  in  S\\  c 
den.  As  a  result,  its  shares,  which  trade- 
as  American  Depositary  Receipts  in 
the  U.S.,  have  been  hovering  in  tlu 
high  teens  to  mid-20s  for  the  last 
several  months.  Ericsson,  however,  is 
rapidly  becoming  an  increasingly  im 
portant  force  in  digital  wireless  com 
munications,  preparing  for  the  day 
when  millions  of  people  are  sending 
messages  over  the  airwaves,  even  from 
the  backs  of  taxis.  HB 
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Mayday!  There  went  access  to  hundreds 
of  passengers'  names,  and  reservation 
information,  with  one  catastrophic  blink 
of  an  eye.  Another  computer  tragedy  that 
could  have  been  prevented  with  a  Power- 
ware®  System  from  Exide  Electronics. 

As  reliable  as  today's  computer  systems 
are,  the  energy  that  powers  them  is 
anything  but  fail-safe.  Surges,  sags,  and 
other  irregularities  are  saboteurs  that  can 
throw  any  computer's  flight  plans  into 
a  holding  pattern. 

Powerware  Systems  are  designed  to 
head  off  these  disasters  before  they  occur 
by  conditioning  utility  power  before  it  is 
fed  into  the  computer.  And  should  a 
power  outage  ever  threaten  to  ground 
you,  the  Powerware  System  is  standing  by 
to  provide  the  most  reliable  backup  power 
in  the  industry  today,  for  systems  ranging 
from  the  smallest  PC  to  the  largest 
mainframes. 

Even  more  important,  as  nine  out  of 
ten  computer  manufacturers  will  tell  you, 
our  crew  of  ace  power  consultants  has  the 
know-how  to  guide  your  system  through 
any  turbulence. 

Call  or  fax  us  toll-free  to  find  out 
more  about  Powerware  Systems 
from  Exide  Electronics.  Because  in  the 
fast-paced  w^orld  of  airline  travel, 
computer  failures  just  won't  fly. 


■EXIIX  ELECTRONICS 

Helping  You  Stay  In  Power 
CaU  1-800-554-3448  Ext  523  or  Fax:  1-800-75-EXIDE 
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What  levitates  technology  companies  on  Wall  Street? 
Look  at  the  case  of  Valence  Technology  and  the  curious 
merry-go-round  of  insiders,  underwriters  and 
journalists  that  keeps  its  stock  spinning. 

Story  stock 


By  Jeffrey  Young 

Want  TO  get  on  the  tech  stock  band- 
wagon? Here's  an  exciting  company 
for  you:  Valence  Technology,  a  San 
Jose,  Calif,  outfit  that  is  developing  a 
rechargeable  lithium/polymer  bat- 
tery. Valence's  battery  packs  more 
energy  per  pound  than  the  well-estab- 
lished nickel/cadmium  alternative, 
and  it  costs  much,  much  less  to  manu- 
facture. So  says  an  "independent" 
scientist  who  has  evaluated  the  tech- 
nology. Valence  has  landed  a  $100 
million  order  from  Motorola — so  say 
news  reports.  And  Valence,  though 
now  in  the  red,  will  be  a  thriving 
company,  earning  $3.25  a  share  in 
1997.  So  says  a  stock  analyst  report. 

If  you  believe  all  that,  you  must  be 
one  of  the  investors  who  have  bid 
Valence  stock  up  to  outlandish  levels. 
At  a  recent  19  a  share.  Wall  Street  is 
putting  a  $310  million  valuation  on 
the  company — a  company  whose 
main  asset,  besides  $69  million  in  cash 
remaining  from  proceeds  of  stock  of- 
ferings, is  an  unproven  technology' 
purchased  for  $2  million  (plus  royalty 
rights)  from  Mead  Corp. 

And  if  you  believe  the  story  that 
goes  with  Valence,  you  probably 
don't  know  about  these  drawbacks: 
The  Motorola  contract  is  much  less 
than  meets  the  eye;  the  largest  share- 
holder in  Valence  has  been  involved  in 
two  other  Silicon  Valley  startups  that 
failed;  and  the  outside  scientist  who 
evaluated  the  battery  just  took  Va- 
lence insiders'  word  for  it  in  judging 
manufacturing  costs  and  durability. 

No  question,  the  folks  at  Valence 
can  put  on  a  good  show.  Their  proto- 
type battery  is  a  flat,  pliable  sheet  of 
plastic  and  metal  foil  layers,  altogeth- 
er about  a  quarter-inch  thick. 

Lev  Dawson,  chief  executive  and 
the  second-largest  shareholder  (with 


a  stake  now  worth  $67  million)  is 
sitting  at  the  head  of  a  conference 
table  with  a  grin  on  his  face  and  a  pair 
of  scissors  in  his  hands.  Dawson,  54 
years  old,  pulls  out  a  small  flashlight. 
"This  is  the  same  demonstration  I've 
given  in  investment  houses  all  over 
the  country — you  name  'em,"  he 
says.  He  attaches  two  alligator  clips 
that  snake  out  of  the  hollow  flashlight 
to  two  terminal  tabs  that  stick  out  of 
the  batter}'.  The  flashlight  bulb  flick- 
ers to  life.  Then  he  takes  up  the  pair  of 
scissors  and  slices  across  the  plastic 
package,  directly  through  the  battery. 
The  bulb  continues  to  shine. 

"Try  that  with  nickel/cadmium," 
he  crows. 

Ver)'  impressive  in  the  boardroom, 
although  the  audience  may  forget  to 
ask  how  long  the  batter)'  will  keep 


working  when  exposed  to  the  air. 
(Not  long,  it  turns  out. )  More  impor- 
tant is  that  investors  don't  look  be- 
hind the  road  show  to  what  is  really 
energizing  this  stock:  a  triad  that  in- 
cludes insiders  unloading  shares  for  a 
price  hundreds  of  times  what  they 
"paid,  an  underwriting  firm  that  puU^ 
in  fees  for  helping  them  do  that,  anc 
journalists  who  are  only  too  willing  tc 
take  at  face  value  the  boastftil  pro- 
nouncements of  the  company's  pub- 
licity department. 

As  an  experiment,  compare  these 
three  documents:  a  Montgomery  Se- 
curities buy  recommendation  on  the 
stock  from  last  May,  the  government- 
sanctioned  prospectus  that  came  out 
with  a  4.6-million-share  offering  in 
November,  and  a  Valence  press  re- 
lease issued  in  December.  It's  some- 
times difficult  to  tell  the  three  docu-ftencc 
ments  apart. 

The  press  release,  for  example,  con 
tains  a  scientific-looking  diagram  oflW' H 
the  lithium/polymer  battery,  marred  le 
by  an  arithmetic  error  on  the  dimen-  ccausc 
sions  of  the  battery's  layers.  Now  look  lejp^r 
at  the  bullish  report  from  Montgom-ltiaT 
ery  analysts  Thomas  Lloyd- Butler  and 
Peter  McGratty.  It  contains  the  same 
diagram,  complete  with  the  same  er-tsan 
ror.  And  then  there's  the  authorita-mriitl' 
tive  prospectus — with  the  same  dia-iittenc 
gram  and  the  same  error.  mput 

The  Montgomery  analysts  say  that  kbat 


Valence  Technology  Chief  Executive  Lev  Dawson  showing  off  his  battery 
"Try  that  with  nickel/cadmium." 
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The  novel  rechargeable 

Valence  Technology's  lithium/ 
polymer  battery  works  beautifully 
in  the  lab.  But  will  it  last?  Can 
it  be  made  cheaply?  The  world 
doesn't  know. 


alence  Technology  is 
:)ing  to  rake  in  precisely 
536,050,000  in  revenues  in  fiscal 
?97.  How  do  they  know  that?  Well, 

ei  le  battery  will  sell  like  the  dickens 
^cause  it's  much  more  compact  and 
leaper  to  make  than  competing  bat- 
ries.  The  manufacturing  cost  of  the 
alence  battery  is  going  to  be  only  7V2 
»nts  per  watt-hour  of  energy  capaci- 
,  says  the  Montgomery  report,  a 
:nth  the  figure  for  nickel/cadmium 
arteries,  the  current  standard  in 
)mputers,  telephones  and  the  like, 
he  battery  keeps  a  charge  better  than 
icads,  says  the  report,  losing  0.5%  of 
s  juice  per  month,  against  5%  to  20% 
n  the  nicad. 

And  how  do  the  analysts  know  all 
iis.>  They  got  it  from  Digby  Macdon- 
Id,  a  materials  science  professor  at 
'enn  State,  described  as  an  "indepen- 
ent  consultant." 

How  does  Macdonald  know  about 
he  Valence  battery's  performance 
nd  cost?  He  spent  a  day  watching 
^alence  scientists  record  measure- 
ments. He  didn't  take  away  a  sample 
)r  testing,  so  he  had  to  take  their 
ord  for  long-term  performance 
leasures.  The  cost  projections  are 
Iso  from  inside  Valence.  Indepen- 
ent?   Montgomery   Securities   paid 

_lacdonald  for  his  analysis,  but  he 

I' on't  say  how  much. 
If  you  don't* put  much  stock  in 
malysts'  reports,  maybe  you  will  be 
>ersuaded  by  the  glossy  reprints  dis- 
ributed  by  Valence  and  its  public 
clations  firm.  They  include  an  item 
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from  Fortune's 
1993  Investor's  Guide, 
quoting  the  Lloyd-Butler  sales  pro- 
jection for  1997  and  reciting  as  fact 
the  Valence  claim  that  its  battery  can 
be  recharged  300  times  and  loses  only 
0.5%  of  its  charge  per  month  when  left 
on  a  shelf 

What  about  the  Motorola  purchase 
order,  which  boosted  the  stock  4% 
points  when  it  was  announced  in  De- 
cember? Look  closely.  It's  not  the 
same  as,  say,  a  purchase  order  from  gm 
for  tires.  Motorola  merely  agreed  to 
buy  batteries  if  Valence  can  make 
them  cheaply  and  if  the  batteries 
worR.  If  they  don't  work.  Motorola 
isn't  on  the  hook  for  a  dime. 

Is  Montgomery  Securities  an  inde- 
pendent source?  Judge  for  yourself 
Montgomery  got  the  lion's  share  of 
$7  million  in  total  underwriting  fees 
for  two  stock  offerings,  one  last  May 
at  8,  and  another  in  November  at  18. 
It  may  also  be  earning  substantial 
spreads  or  commissions  for  helping 
insiders  dribble  out  small  amounts  of 
their  holdings  to  the  public  under  the 
Securities  &  Exchange  Commission's 
Rule  144.  Immediately  after  the  No- 
vember offering,  4.7  million  addi- 
tional insider  shares  were  eligible  for 
sale,  subject  to  Montgomery  Securi- 
ties' permission. 

Most  of  the  proceeds  from  the  two 
underwri tings  went  into  Valence's 
coffers.  But  the  largest  shareholder, 
Carl  Berg,  with  originally  33%  of  the 
shares        outstanding,        unloaded 


Cathode  interconnects 

Interconnect  bonds 
External  nickel  contact 

Folds  are  shown  with 
exaggerated  thickness  for  clarity 
Source:  Valence  Technology,  Inc. 


495,000  of  them  in  November, 
shares  he  bought  at  a  penny  each.  He 
didn't  sell  in  the  first  offering,  but  the 
company  used  $6.2  million  of  the 
proceeds  to  repay  Berg  loans  he  made 
to  Valence  to  get  the  company  going. 

The  prospectus  omits  some  inter- 
esting details  on  Berg,  55,  a  California 
real  estate  developer  and  high-tech 
investor.  He  was  a  director  and  signif- 
icant shareholder  in  Actrix,  a  closely 
held  computer  maker  that  went  under 
in  the  mid-1980s.  Berg  was  also  an 
insider  in  International  Memories, 
Inc.,  a  hard-drive  company.  In  that 
capacity  he  was  accused  of  securities 
fraud  in  a  lawsuit  filed  by  Minnesota 
Mining  &  Manufacturing  Co.  in 
1978,  a  case  that  was  eventually  set- 
tled. IMI  shareholders  wound  up  with 
stock  in  Corvus  Systems;  Berg  be- 
came Corvus'  largest  shareholder  and 
creditor.  Corvus  filed  for  Chapter  1 1 
in  1988.  Berg  is  now  the  largest  share- 
holder in  Integrated  Device  Technol- 
ogy, a  semiconductor  firm  that  lost 
money  in  its  last  fiscal  year.  It  has  paid 
Berg  at  least  $20  million  m  real  estate 
transactions  over  the  past  four  years. 

The  pattern  seems  to  be  this:  Out- 
side investors  may  do  poorly,  but 
Berg  usually  gets  his  money  out.  Says 
Berg:  "I  like  big  rewards  and  big  risk. 
Probably  no  one  else  would  have  put 
their  money  in  [Valence]." 

A  case  can  be  made  that  the  tech- 
nology stock  rally  of  the  past  year  still 
has  a  ways  to  go  (see  p.  114).  Maybe 
so,  but  investors  ought  to  be  a  litde 
choosier.  Bi 
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COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


The  rally  in  technolog}'  stocks  began 
last  October  and  now  seems  well  es- 
tablished. Time  to  cash  out?  Not  at  all. 
But  if  you  are  buying  it  is  a  good  time 
to  begin  shifting  your  attention  from 
semiconductors  to  software,  and — 
believe  it  or  not — to  computer  stocks. 

Two  basic  c}'cles  underlie  the  tech- 
nology stock  market:  the  calendar  cy- 
cle and  the  technology  business  cycle. 

The  calendar  cycle  in  tech  stocks 
has  a  lot  to  do  with  the  infamous 
"Januarv'  Effect" — the  tendenc}'  of 
small-company  stocks  to  bounce  be- 
tween late  December  and  early  Janu- 
ary. In  the  case  of  small  technology' 
stocks  in  particular,  the  cycle,  I  think, 
is  a  little  bigger.  There's  a  tendency 
for  prices  to  climb  between  late  No- 
vember and  late  January'.  During  the 
past  three  years,  the  Pacific  Stock 
Exchange  Technology'  Index  has 
climbed  an  average  of  16%  from  Nov. 
30  to  Jan.  31. 

If  all  that  mattered  were  the  calen- 
dar, then  it  might  make  a  lot  of  sense 
to  dump  tech  stocks  now.  You  might 
even  anticipate  a  January  Afteref- 
fect— a  period  between  February  and 
May,  when  traders  ultimately  take 
profits  and  the  stocks  plateau.  But  I 
never  had  much  luck  with  prepro- 
grammed calendar  selling,  and  I  don't 
bother  with  it  anymore.  As  often  as 
not  a  summer  rally  came  along  to 


carry  aloft  the  very  stocks  I  had  so 
craftily  sold  in  May.  In  my  experience, 
the  calendar  cycle  is  useftil  only  in  that 
it  tells  us  to  buy  technology  stocks  in 
anticipation  of  the  January  Effect. 
This  almost  always  works.  Otherwise 
the  calendar  is  a  rather  fijzzy  and 
unreliable  basis  for  trading. 

Let's  turn  now  to  the  technology 
business  cycle.  It  is  not  as  simple  and 
as  seasonal  as,  say,  grain  prices.  But  it 
does  follow  certain  patterns.  This  ob- 
servation has  been  attributed  to  an 
executive  at  Dataquest  in  San  Jose, 
who  based  it  on  data  accumulated 
over  the  years  in  market-research 
studies  for  technology'  companies. 
His  insight  is  this:  When  technology 
business  improves,  it  is  most  notice- 
able at  first  in  the  order  books  of 
the  semiconductor  companies.  The 
strengthening  business  cycle  next 
blesses  the  computer  companies — 
and  then,  lastly,  benefits  the  software 
companies.  The  stocks  follow  suit. 

Viewed  as  a  clock  on  this  business 
recovery  process,  the  technology 
stock  market  is  very  easy  to  read  right 
now.  The  rally  of  this  fall  and  winter 
has  sent  semiconductor  stocks  zoom- 
ing. This  is  the  normal  first  step  in  a 
technology  stock  rally,  and  it  tells  us  it 
is  still  very  early  in  the  game  for 
technology  stocks. 

The  next  logical  move  up  should 
come  in  computer  stocks,  and  to 
some  extent  it  is  already  under  way. 
We  own  and  like  Apple  (recent  price, 
57)  and,  among  the  smaller  outfits, 
Zeos  International,  the  clonemaker. 
After  a  long,  discouraging  year  in 
1992,  Zeos  stock  has  suddenly  dou- 
bled in  price  over  the  past  two 
months,  to  a  recent  6. 

Before  I  bought  Zeos  stock  I 
bought  a  Zeos  computer.  Clones  arc 
clones — until  you  start  shopping  for 
one.  Then  you  notice  very  quickly 
that  there  are,  after  all,  clear  engineer- 
ing differences  among  supposedly 
commodity- grade  computers.  Zeos' 


engineering  and  quality  advantag 
are  small — but  taken  together  th 
clearly  distinguish  the  Zeos  produ 
from  similarly  priced  machines. 

Many  sav\'y  buyers  find  good  val 
from  second-tier  doners  like   Ze 
and  Gateway.  They  tend  to  avoi 
both  the  name  computers  and  tl 
legions  of  shabbier  knockoffs. 

Some  industry  observers  have  conj 
ceded  the  fiiture  of  the  PC  compatibl 
business  to  Dell  and/or  Compaqi 
Maybe  they  will  be  proved  right,  ulti 
mately,  but  here  and  now  investors  i 
Zeos  just  doubled  their  money,  and 
think  there  is  another  double  in  it. 

What  about  IBM.>  The  long-ten 
investors  who  used  to  love  this  stoci 
for  its  dividend  have  clearly  turne 
away  from  it,  and  they  will  not  b 
eager  or  early  to  return.  So  the  fate  ol 
the  stock  is  now  in  the  hands  of  th 
traders.  Unlike  investors,  who  con 
centrate   on    intrinsic   valuations   ol 
stocks,  traders  use  occult  rules  base 
on  trend  lines  and  oscillators  an 
such.  Now,  these  rules  are  not  neces-t 
sarily  rational,  but  they  are  nonethe-i 
less  fair  predictors  of  what  the  trade  rsj( 
as  a  group,  may  be  expected  to  do.  In 
trading  terms,  IBM  is  forming  a  bot- 
tom at  $50.  It  is  a  "trampoline  botj 
tom,"  meaning  the  stock  will  bouncf 
up  and  down  around  this  $50  base 
line.  My  reading:  Do  not  hesitate  ta| 
buy  it  as  a  speculation  at  below  $50. 

As  the  business  recovery  pro 
gresses,  soft^varc  stocks  will  be  fa-^ 
vored  next  after  computers,  and  it 
not  too  early  to  buy  depressed  so 
ware  issues  like  Lotus  (as  this  colu 
noted  on  Feb.  1 ).  When  the  softw 
stocks  have  run  up  through  a  bi| 
rally — a  rally  of  the  magnificent  pro 
portions  we  have  just  now  seen 
semiconductors — then  that  will 
the  time  to  take  profits  in  all  technol 
ogy  stocks.  And  not  until.  It  seems 
are  probably  a  year  or  more  away  froi 
any  such  major  top  in  the  technolo 
business  cycle.  I 
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Rockwell's  press  credentials 
make  the  news  more  colorful. 


Our  Goss  presses 

use  innovative  technology 

to  give  newspapers  a 

graphic  advantage. 


Working  with  newspapers  to 
design  a  new  kind  of  press, 
Rockwell  helF)ed  them  scoop  the 
competition  by  expanding  their 
use  of  high-quality  color.  The 
Goss  Colorliner  exemplifies  our 
innovative  use  of  technology  to 
help  customers  improve  produc- 
tivity and  product  quality 

in  fact,  a  restless  dissatisfaction 
with  the  status  quo  drives  Rockwell 
people  to  seek  better  ways  to 
help  all  their  customers  succeed. 


Whether  it's  improving  railroad 
or  truck  efficiency  with  aviation 
electronics.  Using  Computational 
Fluid  Dynamics  to  streamline  sun- 
roof designs.  Or  making  the  new 
Boeing  777  more  durable  using 
advanced  composites. 

Rockwell's  customers  are  diverse. 
Innovatively  responding  to  their 
needs  helps  us  make  headlines 
in  the  Electronics,  Aerospace, 
Automotive  and  Graphics  markets 
we  lead. 
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Rockwell  International 


ELECTRONICS  /   AEROSPACE   /   AUTOMOTIVE   /  GRAPHICS 


My  boss  was  in  such 
a  good  mood  after  getting 
a  great  deal  on  our  new 
ofiice  fax,  he  gave  me  the 
next  couple  of  days  off. 
Of  course,  it  was  Friday 
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Muratec  F-72  Plain  Paper  Fax 

Call  1  •800-543-4636  for  more  information. 


fflufarec 

Faxes,  phones  and  whatever  we  think  of  next. 


Murata  Technology 
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In  Klosters,  you  can  vacation  like  royalty. 
Maybe  even  with  royalty. 

Fergie  and  me 


By  Dana  Wechsler  Linden 


KLA*( 


Princesses  Eugenie  and  Beatrice,  with  mom  Fergie,  hit  Klosters'  slopes 
Contrary  to  expectations,  the  wild  royal  was  very  well  behaved. 


Our  destination,  the  Swiss  moun- 
tain village  of  Klosters,  is  the  Prince  of 
Wales'  favorite  ski  spot.  On  the  plane 
from  New  York  I  was  daydreaming 
out  loud.  Would  I  catch  a  glimpse  of 
royals  on  the  slopes?  My  husband 
rolled  his  eyes  patronizingly.  Why 
should  anyone  be  impressed  by 
royals. > 

He  soon  changed  his  tune.  The 
Duchess  of  York  arrived  in  Klosters 
with  her  two  young  princesses  a  few 
hours  after  we  did.  And,  thrill:  The 
royal  part)',  including  a  girlfriend  of 
Fergie's,  two  British  security  men  and 
a  nanny  for  each  child,  checked  into 
the  Walserhof,  the  same  tiny  hotel 
where  we  were  staying. 

Over  the  next  week  my  husband 


and  I  had  the  same  ski  instructor  as  the 
royal  children,  we  had  meals  in  the 
same  small  dining  room  as  Fergie  did, 
we  even  ended  up  at  the  same  New 
Year's  Eve  party.  Flven  my  royalt)'- 
scorning  husband  was  impressed. 

The  hotel's  starched  but  polite  pro- 
prietress told  us  about  our  famous 
fellow  guest,  but  we'd  have  known 
something  was  up  anyhow  from  the 
paparazzi  camped  outside  the  hotel. 

Off  magazine  covers,  Fergie  loses  a 
lot  of  her  glamour.  "Just  a  cute  red- 
head," said  my  husband,  who  also 
kept  me  in  line  by  regularly  admon- 
ishing, "Don't  stare!"  I  noticed  him 
snatching  surreptitious  glances. 

She  was  very  much  on  her  good 
behavior.  As  she  and  a  friend  left  the 


restaurant  one  evening,  Fergie  be 
stowed  warm  and  profuse  thanks  ti 
the  staff,  in  a  crisp,  upper-class  Britis! 
accent.  Breakfast  ever\'  morning  w 
the  same  routine.  We  would  be  sittin 
over  cups  of  coffee  and  bowls  of  bir 
chermiiesli,  the  Swiss  cereal,  whe 
Fergie,  sleepy-eyed  and  clad  in  plai 
gray  stretch  pants  and  an  oversize 
shirt,  would  sit  do^^'n  at  the  large  tabl 
next  to  us.  Seconds  later,  in  woul 
bounce  her  t^vo  daughters,  dressed  t 
kill  in  coordinated  outfits  with  s 
many  ribbons  and  buttons  and  braids 
that  it  must  have  taken  hours  for  their 
nannies  to  dress  them. 

We  obser\'ed  only  one  note  of  royalj 
discord.  At  breakfast  one  morning,! 
Princess  Eugenie,  nearly  3,  blurted 
out:  "Mummy!  Daddy  bad!  He  can't 
come  on  holiday!"  Fergie,  who  left 
Prince  Andrew  in  early  1992,  was 
silent. 

Oh,  yes,  I  was  supposed  to  write 
about  the  skiing.  Klosters,  nestled  in 
the  mountains  about  95  miles  south- 
east of  Zurich,  in  the  German-speak- 
ing part  of  Switzerland,  is  a  classic 
cluster  of  chalet-st\'le  houses  and  a 
main  street  centered  on  a  little  railway 
station.  The  town  sits  in  a  valley,  with 
craggy,  snowy  peaks  towering  above 
it  on  all  sides. 

Klosters'  famous  Parsenn,  a  luxuri- 
ously wide  field  of  snow  some  8  miles 
long,  is  one  of  Europe's  longest  ski 
runs.  Even  an  intermediate  skier  with 
a  fair  amount  of  stamina  can  ski  on  the 
Parsenn  all  the  way  from  a  peak  abo\  c 
the  neighboring  town  of  Davos  dow  n 
nearly  to  the  center  of  Klosters.  You 
can  stop  along  the  way  at  one  of  the 
mountain  huts  with  outdoor  terraces, 
for  some  hot  chocolate  or  even  ho 
spiced  wine. 

A  trip  to  Klosters  starts  with  a  three- 
hour  train  ride  from  Zurich's  airport, 
changing  trains  twice  along  the  way. 
Of  the  dozen  or  so  hotels  in  the 
village,  our  Hotel  Walserhof  is  Klos- 
ters' most  elegant.  The  21 -bed  hotel 
(telephone:  81-69-42-42)  is  closer  to 
a  cozy  chalet  than  a  grand  European 
hotel,  but  with  the  same  attention  to 
detail,  right  down  to  the  gossamer 
bed  sheets. 

Our  room,  at  $200  a  night,  was 
inexpensive  by  European  luxury  stan- 
dards, but  what  we  saved  on  bed  we 
more  than  blew  on  board.  Dinner  for 
two  at  the  Walserhofs  renow  ned  res 
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Lincoln  Town  Car  came  in  first.  ■  It  wasn't  a  contest  of  speed.  Or  of  cornering.  It  was  a  contest  of  desira 

In  a  USA  TODAY  Dream  Car  reader  pollf  Americans  named  Lincoln  Town  Car  the  automobile  they  woul 

most  like  to  own,  if  money  were  no  object.  They  recognized  Town  Car  as  nothing  less  than  what  it  is: 

an  exceedingly  spacious,  uncompromisingly  comfortable  and  extraordinarily  smooth-riding  automobile, 

■  To  achieve  world-class  desirability,  Lincoln  engineers  combined 


a  smooth  electronic  transmission  and  powerful 


overhead-cam  V-8  engine 


with  a  body/frame  design 


that  isolates  sound  and 


reduces  vibration.  The  result:  Town  Car  not  only  is  a  dream  machine. ..it  also  drives  like  one.  ■  To  this, 
Lincoln  engineers  added  standard  driver  and  right-front  passenger  air  bags?*  standard  four-wheel  disc 


anti-lock  brakes  and  optional  traction  assist.  ■  For  more  information,  visit  a  Lincoln  dealer  or  call 
1  800  446-8888.  Driving  a  Lincoln  Town  Car  may  seem  like  a  dream.  But  owning  one  can  be  a  reality 


•Based  on  a  February  1991  USA  TODAY  reader  poll    *'Supplemenial  Restraint  System  Always  wear  your  safety  bell. 
LINCOLN-MERCURY  DIVISION  C^^^  Buckle  up— together  we  can  save  lives. 


'■.hil.-\'if:^0%: 


LINCOLN  TOWN  CAR|jj| 

WHAT     A     LUXURY     CAR     SHOULD     BE 
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PERSONAL  AFFAIRS 


Skiers'  paradise 
Take  the  Prince 
of  Wales  cable  ca 
up  to  hundreds 
of  miles  of  wide  s 
runs— dotted 
with  mountain  hul 
serving  hot 
spiced  wine. 


taurant  easily  costs  as  much  as  the 
room  itself.  A  week  for  two,  not 
counting  airfare  here,  including  the 
skiing,  can  easily  set  a  couple  back 
$3,000. 

Another  good  hotel  choice  is  the 
Alpina  Hotel  &  Guesthouse  (tele- 
phone: 81-69-41-21),  which  has  the 
advantage  of  being  directly  across  the 
street  from  the  gondola  that  takes 
skiers  up  the  mountain.  Or  the  Wyn- 
egg  (telephone:  81-69-13-40),  with 
rates  about  half  those  at  the  Walserhof 
or  the  Alpina. 

You  needn't  be  an  expert  to  enjoy 
yourself  here,  because  of  the  wide 
slopes.  The  biggest  danger,  actually, 
is  getting  lost.  The  runs  aren't  as  well 
marked  as  in  the  U.S.  One  day,  skiing 
without  a  guide,  we  spotted  what 
looked  like  a  nice  little  trail  and  ended 
up  instead  plowing  for  about  a  half- 


hour  through  deep,  ungroomed  pow- 
der and  mud  before  finding  our  way 
back  to  a  marked  trail. 

Evening  entertainment  in  Klosters 
is  dinner.  You'll  be  told  there  are  a  few 
nightclubs,  but  when  we  wandered 
into  one,  it  was  practically  empty. 
Dinner  options.''  Prince  Charles  is  said 
to  favor  the  restaurant  in  the  Hotel 
Wynegg — an  ultracasual  place  that 
specializes  in  fondues.  On  Wednesday 
nights  there's  live,  traditional  music  (a 
singing  trio  with  guitar,  bass  and  ac- 
cordion) at  the  Hohwald,  a  family 
restaurant  just  outside  of  town.  You 
can  get  there  by  horse-drawn  sleigh. 

We  celebrated  New  Year's  Eve  at 
the  Walserhof 's  formal,  multicourse 
dinner  with  dancing.  Fergic  was 
there,  sitting  at  a  large  corner  table 
with  her  girlfriend,  and  the  body- 
guards and  ski  guides  we'd  seen  hang- 


ing around  all  week.  P 

When  dancing  was  in  fiiU  swing 
Fergie  was  still  seated  and  lookin 
downright  unhappy.  I  urged  my  hus 
band  to  ask  her  to  dance.  "No  way, 
he  said,  betraying  perhaps  fear  of  re 
jection  more  than  democratic  scor; 
for  royalty. 

Okay,  okay.  Did  I  actually  mec 
her.''  Kind  of  I  was  reading  a  dctcctiv 
novel  in  the  hotel  lobby.  She  stoppe 
as  she  passed  by  and  asked  sympathet| 
ically,  "Why  do  you  have  to  read  s 
much.''"  Whatever  their  virtues,  thi 
ladies  and  gentlemen  of  Windsor  a 
not  known  as  intellectuals. 

For  information  on  snow  condJ 
tions  and  accommodations  call  th 
Swiss  National  'I'ourist  Office:  (21 
757-5944).  But  it's  doubtful  they' 
know  when  the  royals  will  be  i 
town. 
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atisfaction  Defined. 


Ue/ined  ±und.s  are  unit  investment  trusts  that  can  help  define  satisfaction. 

h/speciauy  if  your  definition  includes  dependability,   lake  a  look 
at  what  our  Defined  JiTunicipal  Investment  Irusts  and  L/orporate  Income 
Jbunds  oner.    rVith  these  funds,  you  can  expect  a  check  every  month. 
i4^hich  can  certainly  help  lead  to  satisfaction.  Ask  your  jinancial 
professional  about  Dejined  Funds.   C^all  l- 800 "502-2^26,  ext.  l59. 


Iff 

i|- Merrill  Lynch  

Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

m  more  complete  information,  including  all  charges  and  expenses,  request  a  free  prospectus.  Read  it  carefully  before  investing.  *Monthly  income  and  sale  price  can  vary 
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PERSONAL  AFFAIRS 


Many  American  autographs— even  those  of  legendary 
figures— are  still  surprisingly  affordable. 
But  watch  those  prices  take  off. 

Buyeir  beware,    , 
seller  too 


By  Christie  Brown 

Wflat  would  you  guess  an  auto- 
graph by  George  Washington,  Abra- 
ham Lincoln,  Thomas  Jefferson  or 
Theodore  Roosevelt  is  worth?  The 
answer  might  surprise  you.  A  docu- 
ment without  great  historical  signifi- 
cance but  signed  by  the  countr\''s  first 
President  can  be  bought  for  about 
S6,500;  one  by  Lincoln  goes  for 
S3, 500.  Jefferson's  elegant  signature 
on,  say,  a  land  grant,  costs  about 
$2,000.  And  a  letter  from  Roosevelt 
sells  for  as  litde  as  S250. 


"Most  people  think  these  things 
are  all  in  the  National  Archives  or  the 
Smithsonian,"  says  autograph  dealer 
James  Blanchard.  "This  market  is  in- 
credibly under\'alued." 

Blanchard  hopes  to  change  that. 
Since  he  opened  Jefferson  Rarities  in 
1990,  an  autograph  dealership  in  Jef- 
ferson, near  New  Orleans,  Blanchard 
has  invested  about  54.5  million  to 
accumulate  some  7,000  autographs 
and  90,000  newspapers,  most  pub- 
lished before  1870.  His  goal  is  to  use 


tori 


direct  mailings,  television  advertisin 
and  other  marketing  tools  to  create 
mass  market  for  autographs.  Of  hi 
huge  inventory  of  antique  newspj  Hi)  ^ 
pers,  most  of  which  sell  for  undc 
$100,  Blanchard  says:  "We  can  get 
lot  of  people  interested  in  autograph 
and    manuscripts    with    the    lower  c  - 
priced  newspapers." 

Blanchard  has  already  sent  out  ovc  D  ^^ 
200,000  pieces  of  direct  mail — cata 
logs,  letters  and  newsletters — to  po 
tential  autograph  clients.  The  tone  i  Ring 
sometimes  more  Crazy  Eddie  tha 
J. P.  Morgan.  "  'George  Washingto 
hanging  on  your  wall — you'll  be  thidm 
talk  of  the  town,"  trumpets  one  lettei  Her, 
Another   pitch   letter   also    include  ii!>trt 
charts  and  graphs  showing  dramati  Jicr^ 
appreciation  of  prices. 

Next  on  Blanchard's  agenda:  tele 
vision.  He  recently  began  selling  Jet 
ferson  Rarities  autographs  on  th 
home  shopping  network  Valuevisior 
which  reaches  10  million  homes, 
want  to  broaden  the  market,  no 
cheapen  it,"  he  insists. 

The  interest  Blanchard  is  whippinA,,. 
up  is  just  one  of  the  reasons  thi  wo 
classically  sleepy  field  of  Americai  m. 


Dealer  James  Blanchard  of  Jefferson  Rarities 
Adding  heat  to  a  sizzling  market. 
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Jefferson  Rarities'  merchandise 

Coming  soon  to  a  home  shopping  network. 
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itographs — which         in- 

jdes  letters,  manuscripts 

id    documents — has    re- 
ady   become    ver>'    hot. 

ices  for  most  autograplis 

'  major  historical  names 

ive  more  than  doubled  in 

e  last  three  years  alone. 

Some  big  collectors  have 

so  been  creating  excite - 

ent  at  the  high  end  of  the 

arket     with      aggressive 

jying.  Leading  the  pack 
Lewis  Lehrman,  who 

n  for  governor  of  New 
ork  in  1982,  and  Richard 

ilder,    president    of   the 
lil'^all  Street  brokerage  firm 

ilder,  Gagnon,  Howe  & 

o.  In  the  last  few  years  the 
vo  have  joined  forces  to 
nass  more  than  2,000  his- 
)rical  American  manu- 
:ripts  at  an  estimated  cost 
f  $30  miUion. 

Working  as  a  team,  Gil- 
er  and  Lehrman  have  re- 

ndy  bought  important 
:tters  of  Washington,  Jef- 
icai  :rson,  Lincoln,  John  Ad- 
ms  and  Ulysses  S.  Grant, 
s  well  as  a  page  from  Wash- 
igton's  first  draft  of  his 
laugural  address.  Says 
.obert  Parks,  a  curator  of 
utographed  manuscripts  M^^B 
t  New  York's  prestigious 
ierpont  Morgan  Library,  where  Gil- 
er's  and  Lehrman's  pieces  are  on 
evolving  exhibition:  "It's  one  of  the 
est  private  collections  and  possibly 
n  its  way  to  being  the  best." 

Prices  for  autographs  vary  dramati- 
ally,  depending  on  the  significance 
f  the  document  signed.  Gilder  and 
xhrman  are  after  the  best.  Last  De- 
ember  they  bagged  a  real  trophy:  a 
ingle  page  written  by  Abraham  Lin- 
oln  that  is  the^-earliest  known  formu- 
ition  of  the  famous  "house  divided" 
peech,  delivered  by  Lincoln  at  the 
llinois  Republican  State  convention 
1  1858.  It  reads  in  part:  "A  house 
ivided  against  itself  cannot  stand.  I 
iclieve  this  government  cannot  en- 
lure  permanently,  half  slave,  and  half 
ree."  The  collectors  paid  over  $1.5 
lillion  for  the  page  at  Sotheby's — a 
ecord  auction  price  for  an  American 
Tianuscript. 

Most  of  the  dealers  are  watching 

J^torbes  ■  March  1,  1993 


-^-y 


r_".~ 


.V  /... 


tut  *^- •■**'*     ^1     '>s^»^-CZ^£^^./C^^    ^/Gr&' 


t-  <>"  e*- 


V 


A 


Abraham  Lincoln's  "house  divided"  speech 
Sold  for  record  $1.54  million  at  Sotheby's. 


the  middle  of  the  market,  where 
James  Blanchard  and  his  Jefferson 
Rarities  loom  large.  As  a  promoter, 
Blanchard  can  boast  of  impressive  cre- 
dentials. In  1979  he  started  a  com- 
memorative and  antique  coin  busi- 
ness called  James  U.  Blanchard  &  Co. 
He  sold  it  to  Allegiance  Capital  Part- 
ners in  1988  for  $30  million.  In  1985 
he  started  building  the  Blanchard 
Group  of  Funds  into  a  $1.3  billion 
(assets)  mutual  fund  company.  He's 
still  a  shareholder  of  the  company  that 
manages  the  ftmd. 

"With  the  coin  company  we  took  a 
cottage  industry  and  made  it  the  larg- 
est [retail]  coin  business  in  the  U.S. 
through  direct  response  marketing," 
says  Blanchard.  "Now  we  plan  to  do 
the  same  thing  with  autographs." 
Says  New  York's  well-known  manu- 
script dealer  Kenneth  Rendell,  the 
man  who  saw  through  the  bogus 
Hitler    diaries    published    in    1983: 


"Anyone  with  Blanchard's 
marketing  force  can  change 
things." 

Blanchard's  timing  cer- 
tainly looks  good.  A  year 
ago  Autograph  Collector^  a 
monthly  magazine  pub- 
lished in  Corona,  Calif., 
had  a  circulation  of  1,500. 
Now  that  it's  carried  in 
Barnes  &  Noble  book- 
stores, Waldenbooks  and 
B.  Dalton,  the  publishers 
expect  circulation  to  reach 
10,000  this  year. 

Collectors  who  don't 
know  much  about  auto- 
graphs and  manuscripts 
may  well  be  burned  as  the 
market  takes  off".  As  dealers 
have  swarmed  into  the 
field,  forgeries  have  prolif- 
erated. So  have  "mistakes." 
A  mistake  is  not  a  forgery, 
but  rather,  a  document  that 
is  misidentified.  Take  a 
document  only  signed  by 
Lincoln,  for  example,  as  op- 
posed to  one  written  entire- 
ly in  his  hand.  The  latter  is 
far  more  valuable.  "The 
hundreds  of  dealers  coming 

-s      into  the  field  now  simply 

cannot  authenticate,"  says 

Mary  Benjamin  of  Hunter, 

N.Y.,  the  grande  dame  of 

the   trade.    "I    received    a 

huge  catalog  just  the  other  day  and 

was  glancing  through  it  and  saw  four 

mistakes." 

Autographs  present  pitfalls  to  the 
dealers,  too.  Take  Galler)^  of  History, 
Inc.,  a  publicly  traded  company 
whose  inventory  of  autographs  comes 
to  around  150,000.  Despite  escalat- 
ing prices  of  autographs,  the  company 
managed  to  lose  $150,000  on  sales  of 
$3.3  million  in  1992.  Reason?  When 
President  Todd  Axelrod  started  the 
Las  Vegas-based  business  in  1981,  his 
idea  was  to  set  up  a  chain  of  autograph 
galleries  in  malls.  The  idea  flopped. 

"We  found  that  90%  of  our  clients 
are  men,  and  they  don't  go  to  malls," 
sighs  Axelrod.  After  opening  nine  gal- 
leries, he  has  closed  three.  Axelrod 
now  focuses  on  showroom  sales. 

Moral:  "Everyone  should  take  a 
five-  to  ten-year  perspective  on  auto- 
graphs, otherwise  they  could  get 
scorched,"  warns  Axelrod.  IB 
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CAREERS 


Cleaning  urinals,  moving  office  furniture  and  delivering 
mail  are  not  the  usual  work  of  a  chief  financial  officer. 
But  for  TVA's  William  Malec  it  serves  a  useful  purpose. 

Meeting  the  boss 


By  Toddi  Gutner 

Growing  up  in  Broadalbin,  N.Y., 
William  Malec  used  to  listen  to  his 
Polish  immigrant  parents  complain 
about  their  bosses.  Malec's  father 
worked  at  a  tannery,  his  mother  at  a 
vinyl-record  factory.  Management, 
they  said,  never  paid  attention  to  their 
ideas;  what  could  such  as  they  have  to 
contribute?  Malec  remembered  that. 

Today,  as  chief  financial  officer  of 
the  $5  billion  (revenues) 
Tennessee  Valley  Author- 
ity, Malec,  53,  listens  a  lot 
to  TVA  employees.  Once  a 
month  he  spends  a  day  do- 
ing the  job  of  one  of  the 
2,000  employees  who  work 
for  him  at  TVA  facilities  in 
Muscle  Shoals,  Ala.,  Knox- 
ville  or  Chattanooga.  That 
can  mean  scrubbing  toilets 
at  midnight,  sorting  mail 
with  the  couriers  at  5  a.m. 
or  punching  in  data  for  the 
purchasing  clerk. 

Not  the  usual  kind  of 
work  for  an  M.B.A.  from 
Indiana  University  who 
held  top  financial  jobs  at 
big  public  utilities  before  iMi^ 
joining  TVA  in  1989.  Malec 
began  using  his  dirty- hands  approach 
two  years  ago  as  a  morale  builder  to 
counter  the  effects  of  18,500  compa- 
nywide  job  cuts  in  the  last  four  years. 

The  experience  reminded  him  of 
his  parents  and  their  fRistrations. 
"Management  is  imposed  on  the 
work  force,"  Malec  came  to  realize. 
By  working  with  employees,  manage- 
ment gives  them  a  chance  to  be  heard. 
Here  was  more  than  just  a  morale - 
building  technique.  It  could  be  a  way 
of  making  a  business  more  efficient. 

Malec  heard  complaints  about  hav- 
ing to  fill  out  too  many  forms  to  rent  a 
company  car.  He  made  it  simple: 
Show  your  TVA  badge  and  give  your 


Social  Security  number.  Just  buying  a 
mop  took  a  multipage  form  that  was 
accepted  only  at  certain  local  stores. 
Malec  gave  plant  managers  credit 
cards  that  could  be  used  anywhere. 
Estimated  savings:  $1.3  million  a  year 
in  purchasing  costs.  "I've  always  hat- 
ed rules,"  he  says. 

TVA's  four  field  accountants  often 
had  to  mail  complicated  report  forms 


William  Malec,  TVA's  chief  financial  officer 

A  dirty-hands  approach  boosts  morale  and  efficiency. 


into  headquarters,  delaying  the  entry 
process.  Working  in  the  bookkeeping 
office  one  day,  Malec  overheard  a  call 
from  an  accountant  who  wanted  to 
know  if  the  numbers  couldn't  just  be 
taken  over  the  phone.  Why  not,  said 
Malec.  That  saves  a  day's  work  for  the 
bookkeepers. 

Cleaning  oflTices  one  night,  Malec 
saw  janitors  wasted  too  much  time 
plugging  in  and  unplugging  vacuum 
cleaners  every  few  feet.  He  bought 
them  battery-powered  sweepers. 

Then  Malec  got  a  firsthand  lesson 
in  employee  relations.  Delivering 
mail,  he  ran  into  a  manager  who  made 
a  habit  of  routinely  buttering  Malec 


up.  The  manager  didn't  recog: 
him    in    his    temporary    role 
snubbed  him.  "This  is  what  we  1 
to  change,"  says  Malec.  He  told 
manager's     supervisor,     who     th 
brought  it  up  in  the  manager's  revie 
Last   month   Malec's   assignme 
was  to  show  up  at  7:30  a.m.,  dress© 
in  blue  jeans,  a  sweatshirt  and  a  Tv'. 
baseball  cap,  to  load  office  fiirnitur 
into  a  truck  for  a  20-mile  trip  to 
division  warehouse.  Ten  file  cabin 
and  22  chairs  later,  Malec  was  h 
sweaty,    dirty — and    smiling.    "Y( 
gotta  keep  up  with  these  guys  or  els| 
they  lose  respect  for  you,"  he  e 
plained.  On  the  30-minute  drive,  M; 
lec  chatted  with  the  second  forem 
Fred  Buis,  striking  a  rapport  that  cami 
in  handy  later.  For  when  the  true' 
arrived,  there  was  no  one  there  ti 
meet  them.  The  manager  showed  u| 
late  and  couldn't  find  the  key.  Th) 
crew  stood  around  for  ai 
hour.  On  the  drive  back 
Buis  confided  that  kind  c 
thing     happened     a     lol| 
"When  you  get  down  int 
their  jobs  they  will  tell  yoi 
things  you  don't  normall 
hear,"  Malec  said. 

On  his  lunch  break,  nurs 
ing  a  blood  blister  from  hi 
morning's     work,     Male 
called  maintenance  to  gc 
broken  doors  fixed  in  th 
loading     dock     that     hatf 
slowed   the  job.   He   als( 
asked   Buis'  supervisor  t( 
talk  to  his  workers  regularb  '* 
about  how  to  improve  effiP^ 
ciency.  Then  it  was  back  ui 
the  warehouse  to  assembl«||e„3 
boxes  for  moving  supplic 
and,  later,  move  ftirniture  into  a  co 
ference  room.  "Thanks  for  putting 
with  me  today,"  Malec  said  at  da; 
end  as  he  shook  hands  all  around, 
effort  seemed  genuinely  appreciate 
"Come  back  anytime,"  said  Buis. 

When  he  wandered  from  campfin 
to  campfire  on  the  eve  of  the  Battle  oi 
Agincourt,  chatting  up  the  soldiers 
did  King  Henr)'  V  inspire  them  t 
fight  better  and  braver  the  next  da\' 
There's  no  way  to  measure  the  efiec 
but   ever)'one   knows   the   result:   /I 
handful  of  English  smashed  a  for  supc 
rior  French  force.  Maybe  that's  w  ha 
more  businesses  need.  "A  little  tone 
of  Harry  in  the  night." 
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IILLSDALE  COLLEGE  WANTS  TO  MAKE  YOU 

k  FREE  OFFER 


N 


ot  many  people  would 
think  of  a  small  liberal  arts 
college  in  Michigan  as  a 
ime  source  of  information  about  the 
3rld  of  ideas,  but  Hillsdale  College 
s  been  surprising  Americans  for 
arly  150  years  with  its  innovative 
ucational  mission.  The  first  college 
the  nation  to  make  nondiscrimina- 
)n  a  condition  of  its  founding,  the 
cond  to  graduate  women  on  an 
ual  basis  with  men,  the  first  to  fight 
e  government  over  its  right  to 
main  independent  in  a  battle  that 
ent  all  the  way  to  the  Supreme 
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f  Challenging  Ideas 

IS  FREE. 
Subscribe  today! 


"Popular  Culture  and  the 
War  Against  Standards" 
MICHAEL  MEDVED 


"Exit  Communism,  Cold  War,  "A  Journalist's  View  of 
and  the  Status  Quo"  Black  Economics" 

JEANE  KIRKPATRICK  WILLIAM  RASPBERRY 

Court-these  achievements  exemplify 
Hillsdale's  dedication  to  principle  and 
to  "going  it  alone." 


"Hillsdale  has  never 
accepted  one  cent  of 
federal  funds,  because 
federal  funds  inevitably 
mean  federal  control." 


Hillsdale  has  never  accepted  one 
cent  of  federal  funds,  because  federal 
funds  inevitably  mean  federal  control. 
And  in  this  "politically  correct"  age 
when  many  other  colleges  are 
abandoning  the  liberal  arts  curricu- 
lum, we  've  stuck  to  our  guns  and  have 
defended  the  American  heritage. 
Western  culture,  Judeo-Christian 
values  and  academic  freedom. 

A  central  part  of  Hillsdale's 
educational  mission  is  to  reach  out  to 
a  national  audience.  IMPRIMIS, 


Interested  in  the  war  of  ideas?  Receive  IMPRIMIS /ree  every  month. 

Mail  this  coupon  to  IMPRIMIS,  Dept.  FB-11,  Hillsdale  College,  Hillsdale,  MI  49242. 
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which  means  "in  the  first  place,"  is  its 
free  monthly  digest,  which  offers 
original  thought-provoking  articles  on 
critical  issues  by  nationally  known 
opinion  leaders  and  decision  makers 
who  have  spoken  at  the  College. 
Authors  have  included  Ronald 
Reagan,  Charlton  Heston,  William  F. 
Buckley,  Jr.,  Jeane  Kirkpatrick, 
Thomas  Sowell,  Malcolm  Forbes,  Jr., 
Lynne  Cheney,  Tom  Wolfe  and 
hundreds  more. 

That's  right.  IMPRIMIS 
IS  FREE,  NO  STRINGS 
ATTACHED,  NO  OBLIGATION. 
We're  fast 
approaching  half 
a  million  readers 
around  the 
country-we  hope 
you'll  join  them 
by  writing  for  a 
free  subscription 
today. 


DR.  GEORGE  ROCHE 
President,  Hillsdale  College 
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FACES  BEHIND  THE  FIGURES 


ED  TED  DY  JOHN  R.  HAYES 


Along  came  Patterson 

jAMts  Patterson,  chairman  of  adver- 
tising agenq>'  J.  Walter  Thompson 
North  America,  published  his  seventh 
novel  in  January.  Along  Came  a  Spi- 
der is  a  lowbrow  thriller  about  a  black 
psychologist/police  detective  and  a 
slashing  psychotic  childnapper.  Most 
of  the  previous  six  no\'els  ha\e  sold 
only  moderately  well,  so  this  time 
Patterson  decided  to  take  an  acti\'e 
role  in  marketing  Spider. 

A  year  before  publication  Patter- 
son's agent  sent  the  completed  manu- 
script to  colleagues  in  Hollwood. 
They  recommended  it  to  publishers 
in  New  York.  "The  next  week  we  had 
bids  from  four  publishers,"  says  Pat- 
terson. "The  book  had  gone  from 
'Who  needs  another  manuscript?'  to 
'This  is  a  hot  manuscript.'  " 

In  Februan'  Litde,  Brown  agreed 
to  pay  SI  million  for  Spider  and  a 
sequel.  ("I  wanted  a  commitment  to 
me  as  an  author  and  even  as  a  brand," 
Patterson  explains.)  Later  Patterson 
lobbied  against  the  publisher's  pro- 
posed jacket  cover,  a  picture  of  a 
bloody  sneaker.  "I  felt  that  I'd  seen  it 
before,"  he  says.  J.  Walter  Thomp- 
son's creative  people  came  up  with  an 
alternative:  a  menacing  spider  hang- 
ing over  a  lonely  house. 


Finally,  Patterson  himself  handled 
publicity'.  He  designed  the  print  ads 
and  talked  a  reluctant  Little,  Brown 
into  a  two-week,  five-market  T\'  cam- 
paign, which  he  wrote.  "Publishers 


J.  Walter  Thompson  adman— and 

bestselling  author— James  Patterson 

"A  book  is  like  any  other  new  product." 


haven't  had  a  ver\'  good  experien  "^^ 
with   advertising,"    he   says.    "Th  *1^*^ 
tend  to  spread  the  money  all  over  ai  - "  ' 
do  look-alike  ads  nobody  notices,  i^ 
book  is  like  any  other  new  produ(  b"?^' 
You'\'e  got  to  let  people  know  it : 
there  and  what  it  is.  If  you  don't  ci: 
that,  don't  blame  the  product."     Iff  ^ 

Result    of    Patterson's    hands c 
marketing:  Last  month  Aloruf  Cauu  ..■ 
Spider  debuted  at  number  9  on  d  T^^^ 
New  York  r/w^5  bestseller  list.  at,  be* 

crtlic 

New  man  on  the  spot         ^nc^v 

In  February  T.  Marshall  Hahn  Ji  jr.  i^ 
the  strong-willed  chairman  and  chi  190.  Bu 
executive    of  forest   products   giai  pr^^^:l 
Georgia-Pacific,    traveled    to    Ne  idtwl 
York  to  visit  GP's   big  institution  wouU 
shareholders.  In  tow  was  his  han(  uiviei 
picked  successor,  A.D.  (Pete)  CorrefC  ~ 
Correll,  51,  will  take  over  as  chii 
executive  in  May  and  as  chairma  roitui 
when  Hahn,  66,  retires  in  Decembe 
The  institutions,  which  own  moi 
than  60%  of  the  stock,  required  son" 
handholding  because  Georgia-Pacif  ipafl' 
has  shown  losses  in  the  past  two  yea 
despite  a  healthy  cash  flow.  "Pete's ,, 
papermaker,"  Hahn  said  enthusiastLjni 
cally  as  he  took  Correll  around  tow% 
"He's  going  to  do  a  better  job  thauj 


Georgia-Pacific's 
chairman-elect, 
Pete  Correll 
Will  the  Great 
Northern 
Nekoosa  deal 
pan  out? 
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•"i-'iBI."  Correll  was  lured  away  from 
n  ;ad  Corp.  to  run  GP's  paper  busi- 
er #s  in  1988. 

orrell  has  played  a  big  role  in 

"Ju  king  Georgia-Pacific  into  a  major 

3er  company.  In  1990  Hahn,  with 

»rrell  on  board,  won  a  huge  take- 

2r  battle  for  Great  Northern  Ne- 

osa,  a  paper  company.  The  goal  was 

make  gp  less  reliant  on  the  building 

3ducts  cycle.  The  timing  wasn't 

:at,  because  paper  prices  fell  soon 

er  the  purchase  was  completed. 

s  operating  profits  from  its  paper 

siness  were  only  $84  million  last 

ar,   down   from   $979   million   in 

hi  '90.  But  the  whole  paper  industry  is 

pressed  and  the  $5  billion  Hahn 

Ne  id  for  Great  Northern  was  half  what 

would  have  cost  gp  to  build  the 

uivalent  plant. 

Correll  says  the  purchase  will  look 
lart  when  the  paper  cycle  turns — as 
rn  it  inevitably  will. 


new  breed  of 
ipanese  bankei* 


^NSHIN  OSHIMA  is  a  worrier.  He 
arries  about  stock  market  crashes, 
^ndratiefiPs  60-year  waves,  earth- 
lakes  and  client  bankruptcies.  Be- 
"Huse  he  worries,  he  has  survived. 
Oshima,  45,  is  the  founder  of 
lohkoh  Fund,  a  Japanese  nonbank 
lancing  firm.  Scores  of  Japanese 
)nbanks  got  into  big  trouble  by 
arrowing  money  from  large  com- 
ercial  banks  and  lending  to  real 
tate  developers  and  stock  market 
peculators.  When  those  bubbles 
irst,  losses  at  the  nonbanks  were 
ivastating. 

Oshima's  Skohkoh  Fund  is  differ- 
it.  A  former  Mitsui  &  Co.  executive, 
shima  founded  Shohkoh  Fund  in 
978  and  listed  it  over-the-counter  in 
989.  Rather  than  bankroll  specula- 
)rs,  he  lends  mainly  short-term  fiinds 
>  small  merchants  and  manufactur- 
es; his  average  maturity  is  1 1  months, 
id  his  loans  per  client  average  just 
48,000.  Shohkoh's  total  assets  are 
.timated  at  $670  million.  Profits 
imbed  about  25%,  to  $16  million, 
St  year.  Most  impressive,  Shohkoh 
und's  nonperforming  loan  ratio  is 
:low  0.2%. 

A  big  factor  in  Oshima's  survival: 
c  likes  to  know  the  people  he's 
nding  money  to.  "We  go  to  the 

brbesB  March  1,  1993 


company  and  meet  the  president  to 
see  if  he  really  knows  his  business," 
says  Oshima.  That  hasn't  been  a  very 
common  practice  among  Japan's 
nonbanks  in  the  past,  but  it  will  be  in 
the  fLiture,  for  those  that  survive. 


Jocks  and  stocks 

Patrick  Hadhn,  40,  is  a  former  Los 
Angeles  Rams  quarterback,  a  Rhodes 
scholar  and  a  lawyer.  J.  Christopher 
Lewis,  36,  is  a  former  professional 
tennis  player,  a  Rhodes  scholar  finalist 
and  a  banker.  Together  they  make  up 


two-thirds  of  the  Los  Angeles  invest- 
ment firm  Riordan,  Lewis  &  Haden. 
The  other  third,  centimillionaire 
Richard  Riordan — who's  now  run- 
ning for  mayor  of  Los  Angeles — put 
up  most  of  the  firm's  capital.  Riordan 
retains  veto  power,  but  Haden  and 
Lewis  make  most  of  the  investment 
decisions. 

Haden  and  Lewis  specialize  in  deals 
too  small  for  most  Wall  Street  firms. 
They'll  buy  small  family-owned  busi- 
nesses, obscure  divisions  quiedy 
shopped  by  large  corporations,  and 
young  companies  in  need  of  capital 
and  new  management.  "We  only 
want  companies  with  a  clear  niche 
that  allows  them  to  compete  on  more 
than  price,  that  have  the  potential  to 
grow,  and  a  guy  at  the  top  with  a 
proven  track  record,"  says  Lewis. 

This  can  be  rewarding  work.  Case 
in  point:  Tetra  Tech  Inc.,  an  environ- 
mental engineering  outfit  in  Pasade- 
na, Calif.  In  1987  Honeywell  decided 
to  sell  Tetra  Tech.  Its  managers  were 
willing  to  invest  $2.3  million  for  two- 
thirds  of  the  company.  Lewis  and 
Haden  put  up  $1.15  milHon  for  the 
rest.  Since  then,  sales  have  grown 
from  about  $24  million  to  $66  mil- 
lion. The  owners  took  Tetra  Tech 
public  in  December  1991  at  $8;  the 
stock  recently  traded  at  17y2. 

Riordan,  Lewis  &  Haden  has  made 
around  $16  million  on  Tetra  Tech. 
That  beats  pro  sports,  and  it's  easier 
on  the  body.   -John  H.  Taylor  IH 


ABOVE: 

Kenshin  Oshima, 
Sliohi<oli  Fund 
chief  executive 
He  makes  sure 
his  borrowers 
know  their 
business. 


Investment  bank- 
ers Patrick  Haden 
and  J.  Chhstopher 
Lewis 

Better  than 
chasing  balls 
for  a  living. 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX! 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  1 LCJ 
Box  149,  Fort  Garland,  CO 
81133,  orcaU  1-80(KFORBF^5j 
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-ing  the  last  two  weeks  virtually 
y  market  index  hit  new  highs,  but 
le  stocks — shares  that  seem  cheap 
tive  to  earnings  and  book  value — 

the  best  gains.  Since  the  start  of 

year,  the  Standard  &  Poor's/ 
ra  value  index  outperformed  its 
1  growth  index  by  a  3-to- 1  margin, 
ilue  stocks  are  just  playing  catch- 
with  growth  stocks,"  says  Louis 
edlo,  editor  and  publisher  of  the 

ity  Analyst,  in  Green  Bay,  Wis. 
to  some  players,  value  stocks  now 
im  to  be  getting  a  little  ahead  of 
mselves.  But  Raymond  C.  Baker 

director  of  research  at  Encino, 

tif.-based  Yaeger  Securities,  sees  a 

d  reason  for  the  rally  and  thinks  it 

continue.  "In  the  long  run,  re- 
t  interest  rate  cuts  will  make  the 
lar  weaker,  which  will  enhance 
S.  exports,"  he  says.  One  exporter 
h  good  growth  prospects.  Baker 
s,  is  software  publisher  Borland 
ernational. 


Special  focus 


hr  the  second  year  in  a  row,  Wall  Street 

;  became  winners  and  winners  became 

ers.  Barra,  Inc.  looked  at  the  1992  per- 

r'mance  of  the  best-  and  worst-perform- 

S&P  500  stocks  from  1991.  In  1992 

ten  biggest  losers  from  1991  posted  an 

[erage  return  of  17%.  In  contrast,  the  ten 

I  nners  gained  only  3%  on  average. 

Turnaround  stocks 


1991 
leaders 

1992 
return 

1991                1992 
losers             return 

[ 

Home  Depot 

51% 

Varily                 92% 

Cooper  Tire  &  Rub 

34 

Compaq  Computer  85 

Goodyear 

29 

Rowan  Cos          37 

Hasbro 

22 

Columbia  Gas  Sys  11 

Adv  Micro  Devices 

4 

Placer  Dome          8 

Reebok  IntI  Ltd 

'4 

Halliburton            4 

Merrill  Lynch 

3 

Santa  Fe  Ener  Res  -2 

Data  General 

-30 

Great  A&P  Tea    -13 

Gap 

-38 

Commun  Psych    -25 

Biomet 

-47 

Arkia                -28     1 

The  overall  market 
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The  Barra  All-US  index  as  of  2/4/93: 

Market  value:  $4,519.3  billion 

P/E:25.1 

P/E  minus  negative  EPS:  18.0 
Price/book:  2.5 
Yield:  2.5% 


12-month  closeup 


'85 


Performance 

Last  4  weeks 
Since  12/31/92 


'86       '87       '88       '89       '90 


Price      Total  return 

4.5%  4.7% 

3.4  3,6 


'91 


'92        '93 


2300 


Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growrth  index' 

S&P/Barra  Value  index^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  futures  Index  "^ 

Gold^ 

YeuMperSUS) 

Dip 


2-week  change 


3.0% 

1.6 

5.1 

5.0 

3.2 

3.4 

1.2 

2.4 

0.9 
-0.6 
-0.1 
-0.1 

8.0 


%  change  from 

1  year  ago 

5-year  high 

8.2  % 

0.0% 

7.5 

-1.3 

16.0 

0.0 

4.9 

0.0 

8.6 

0.0 

8.3 

0.0 

11.2 

0.0 

-0.2 

-0.8 

-12.2 

-29.3 

-6.3 

-26.5 

-7.5 

-34.5 

-1.2 

-24.0 

1    4.1 

-50.7 

The  best  and  worst  performing  stocks^ 


Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993 
EPS' 

Dahlberg 

223/4 

58% 

$0.92 

Topps 

71/4 

-43% 

$1.36 

Tandycrafts 

26 

53 
53 

44 

NA 
NA 
NA 

Leslie  Fay  Cos 
ImmunoGen 

7 
71/4 

-42 

1.65 

Viratek 

111/4 

-34 

-1.65 

Carter  Hawley  Hale 

113/8 
121/2 

Micros  Systems 

Exide  Electronics  Group 

13 
171/4 

-32 

0.75 

Software  Publishing 

39 

1.02 

-32 

1.24 

The  best  and  worst  performing  industry  factors^ 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Oilfield  services 
Aluminum 

13.2% 

12.0 

10.3 

5.3% 
7.2 

Pharmaceuticals 
Coal  &  uranium 

-4.6% 

-4.4 

-4.2 

-8.7%          1 
0.8 
-1.6 

Water  transport 

13.4 

Leisure,  luxury 

Trucking 

Telecommunications 

Forest  products 
Railroads 

10.1 
9.8 

16.4 
11.8 

-3.1 

-1.4 

4.2 

3.7 

Data  for  period  ending  2/4/93,  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 

;,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
vth.  ^  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^  A  dollar-denominated  capitalization-weighted  index  of 
e  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures.  *  Knight-Ridder  Financial  Information, 
jring  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. "  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 

growth  characteristics,  ti/lulti-industry  firms  have  proportional  contributions  ir  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  STEVE  K  CHEN 


Who  made  the  most  money? 

Investment 
S&P  500 
Wilshire  index 
Institutional  equity  account^ 
Institutional  balanced  account^ 
Lehman  Govt  &  Corp 
Institutional  fixed  income  account^ 
91-dayT  bills 


Value  of 

$10,000  invested 

12/31/82' 

$44,723 

41,844 

37,638 

33,364 

29,621 

28,682 

20,039 


Change 

last 
quarter 

5.1% 

7.3 

7.4 

3.4 

0.1 

0.2 

0.7 


Segment  performance  and  cash  flow 

Most  recent  quarter 


Segment 

Equity 

Fixed  income 
< 

Cash  equivalents 
Convertibles 
Other  3 
Total 


median 
total 
return 

7.6% 

0.1 

0.8 

4.4 

-1.0 

5.3 


shift  in 

institutional 

holdings 

-0.4% 

0.3 
-1.3 

0.0 

0.0 

0.6 


When  instituijonal  investors  panic, 
they  can  send  a  stock  reeling.  Food 
Lion,  a  North  Carolina- based  grocery 
chain  with  over  1 ,000  stores,  was  hit 
with  some  bad  publicity  last  year 
about  its  labor  practices  and  its  fresh 
meats.  Wliam!  The  combined  market 
value  of  Food  Lion's  two  classes  of 
stock  dropped  from  $8.8  billion  at  the 
end  of  1991  to  $3.9  billion  at  the  end 
of  1992.  Institutions  tracked  by  the 
Trust  Universe  Comparison  Sendee 
significantly  reduced  their  holdings  in 
Food  Lion. 

Stocks  with  relatively  large  institu- 
tional position  changes  are  shown  on 
the  tables  at  right.  Noticeably  missing 
from  the  list  of  stocks  heavily  sold  by 
pension  hands  is  IBM.  Although  IBM 
started  last  quarter  at  80%  and  ended 
it  at  50%,  the  institutions  mostly  just 
traded  the  stock  among  themselves. 
According  to  Vickers  Stock  Research 
Corp.,  based  in  Huntington,  N.Y., 
pension  fiinds,  mutual  fiands  and  oth- 
er professional  managers  held  45%  of 
the  outstanding  shares  of  IBM  at  year- 
end,  versus  49%  of  IBM's  shares  at  the 
end  of  1991. 

Money  managers  ended  the  year  in 
a  bullish  mood.  After  their  fourth- 
quarter  stock-buying  binge,  pension 
timd  managers  finished  1991  with 
only  4%  of  their  assets  in  cash  and  cash 
equivalents  in  the  median  equity  ac- 
count. This  raises  the  question  of 
whether  pension  fiind  managers  will 
be  able  to  fiiel  a  big  rally  in  stocks  in 
1993.  Contrast  December  1990, 
when  the  median  stock  portfolio  was 
7%  in  cash.  That  cash  fed  the  bull 
market  of  1991. 


What  the  institutions  bought  and  sold 


Big  stocks^ 

Stock  bought 

Arkia 

Asarco 

Compaq  Computer 

Conseco 

Crestar  Financial 

Federated  Dept  Stores 

General  Motors  H 

Healthtrust-The  Hospital  Co 

Perrigo 

Star  Banc 

SynOptics  Communications 

Union  Texas  Petroleum 


Quarter 
total 
return 

-20.4% 

6.1 
46.1 
49.5 
26.1 
41.1 
22.2 
45.9 
40.5 
15.1 
90.9 

2.3 


P/E  Stock  sold 

NM  Bandag 

24  First  Financial  Mgmt 

22  Fleetwood  Enterprises 

9  Flightsafety  International 

22  Food  Lion 

NM  General  Cinema 

14  BF  Goodrich 

16  LDDS  Communications 

51  McCaw  Cellular  Comm 

14  Pacific  Enterprises 

57  Travelers 

2 1  Turner  Broadcasting  Sys 


Quarter 
total 
return 

-5.6% 

23.9 

47.1 

1.7 

-24.8 

33.4 

16.7 

34.0 

41.1 

0.7 

23.3 

12.0 


Secondary  stocks^ 

Stock  bought 
Biomatrix 

Conn  Water  Services 
Ground  Round  Restaurant 
Health  Equity  Properties 
MAF  Bancorp 
Peoples  Telephone 
Rio  Hotel  &  Casino 
Roosevelt  Financial 
Software  Etc  Stores 
Solo  Serve 

Sunbelt  Nursery  Group 
United  Am  Healthcare 


Quarter 
total 
return 

2.6% 

-2.6 

19.6 

-9.0 

25.4 

25.0 

22.7 

57.2 

50.0 

19.2 

11.6 

71.4 


P/E  Stock  sold 

N  M  Bolt  Beranek  &  Newman 

14  Centigram  Communications 
18  Custom  Chrome 

18  Diversicare 

8  Graham-Field  Health 

27  Interactive  Network 

18  Johnson  Products 

1 1  MicroProse 

40  Micrografx 

15  Plexus  Corp 
NM  Toastmaster 

1 1  Wordstar  International 


Quarter 
total 
return 

18.8% 

75.9 

48.1 

18.9 

-2.1 
267.9 

92.8 
-31.3 

-9.8 

-28.6 

1.4 

29.4 


P/E 

19 
20 
23 
17 
18 
25 
NM 
28 
NM 
NM 
NM 
NM 


P/E 

25 

26 

13 

14 

24 

NM 

11 

17 

23 

19 

9 

NM 


'Total  return.  ^'Includes  casti.  'Real  estate,  foreign  investments,  venture  capital,  guaranteed  investment  contracts.  "Stocks  with  $1  billion  or  more  in  market  capitalization  a\  •^ 
of  quarter.  ^Stocks  with  market  capitalization  between  $40  million  and  $200  million  at  start  of  quarter.  NM:  Not  meaningful. 

Note:  What  the  institutions  bought  and  sold  measures  the  change  in  the  institutional  holdings  as  a  percentage  of  a  stock's  total  capitalization,  net  of  price  changes.  Data  I  j 
quarter  ending  12/31/92.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS),  a  service  of  Wilshire  Associates,  Santa  Monica,  Calif.  ' 
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After  tuberculosis, 
malnutrition,  and  polio,  fourth 
is  a  day  at  the  beach. 


When  you're  11  years  old  and  you've  lived  through  as  much  as  Palani,  even  the  chance  to  attend  school 
is  something.  But  today,  Palani  not  only  goes  to  school,  she  plays  the  cello  and  she's  active  in  athletics. 
Thanks  to  Easter  Seals,  Palani  has  gotten  academic  tutoring,  she's  gone  to  camp,  and  she's  received  a 
wheelchair  In  fact,  she's  even  gone  on  to  win  medals  in  the  Junior  National  Wheelchair  Games. 
All  of  which  have  given  her  the  chance  every  kid  deserves:  the  chance  to  be  a  kid.  Palani  is  just 

one  of  millions  of  children  and  adults  with  disabilities  that  Easter  Seal  quality  rehabilita- 

tion  programs  have  helped.  Give  to  Easter  Seals,  give  the  powder  to  become.       U* 


EDITED  BY  JASON  ZWEIG 


Banks  are  trying  to  expand  their  bridgehead  into  mutual 
funds.  So  why  are  they  soaking  investors  with  hefty  loads? 

Blowing  it 


By  Marcia  Berss 

What  better  customer  base  for  a 
mutual  funds  operation  than  the  sav- 
ers who  have  about  S900  billion 
tucked  away  in  certificates  of  deposit? 
What  better  delivery  mechanism  than 
the  banks  themselves?  No  surprise 
that  banks  are  trying  desperately  to 
expand  their  business  share.  What  a 
shame  bank  customers  aren't  getting 
a  good  deal  out  of  this  situation. 

Bank- managed  funds  already  ac- 
count for  10%  of  the  SI. 5  trillion  in 
mutual  fijnd  assets,  up  from  5%  in 
1987.  The  retail-oriented  Banc  One, 
a  large  midwestern  bank  holding 
company  based  in  Columbus,  Ohio, 
now  offers  ten  in-house  managed 
Helmsman  flmds,  up  from  four  funds 
three  years  ago.  Wells  Fargo  Bank  has 
doubled  the  number  of  its  Stagecoach 
funds  over  the  same  period.  This 
month  NationsBank,  the  U.S.'  third- 
largest  banking  company,  teams  up 
with  stockbroker  Dean  Witter  Reyn- 
olds to  start  a  joint  venture  to  sell 
funds  in  NationsBank  branches. 

But  are  bank  funds  good  buys?  In  a 
word,  no.  The  problem  is  that  they  are 
virtually  all  load  funds.  You  pay,  topi- 
cally, 4y2%  of  your  money  to  get  in.  In 
a  world  in  which  a  plenitude  of  no- 
load  funds  are  available,  a  bank  sales 
commission  is  money  down  the  drain. 

The  banks  used  to  offer  a  better 
deal.  Banc  One's  Helmsman  fiinds,  as 
well  as  Chase  Manhattan's  excellent 


Vista  funds  and  Citibank's  Landmark 
funds,  started  out  as  no-load  prod- 
ucts. All  three  banks  have  slapped  the 
loads  on  most  of  their  funds  in  the 
past  two  years.  Most  bank  funds  also 
have  costly  12b- 1  distribution  fees 
built  into  their  annual  expense  tabs 
(see  table).  Two  lonely  holdouts  in  the 
trend  to  loaded  bank  fiinds  are 
Fleet/Norstar's  Galaxy  fund  family 
and  Firstar's  Portico  family. 

It  seems  that  the  banks  are  missing 
an  opportunit}'  to  play  to  their  natural 
competitive  advantage  over  broker- 
sold  fiinds — ^namely,  low  o\'erheads. 
Banks  don't  ha\'e  to  hire  an  army  of 
cold-callers  to  find  customers  with 
money,  since  they  already  have  the 
customers.  All  they  would  have  to  do, 
it  seems,  is  leave  some  prospectuses  in 
the  lobby  and  let  the  fijnd  buyers 
come  to  them.  A  bank,  moreover, 
ought  not  to  have  to  advertise  as 
heavily  as  an  independent  fund  com- 
pany to  establish  a  reputation  for  so- 
lidit\'  and  trustworthiness.   Presum- 


One-stop  shopping 

Bank 

Fund 

Net 

Maximum 

Annual 

assets 

sales 

expenses 

($mil) 

charge 

per  $100 

Banc  One 

Helmsman  Disciplined  Equity 

$123 

5.5% 

$0.69 

BankAmerica 

Pacific  Horizon  US  Govt  Sec 

113 

4.5 

0.37 

Chase  Manhattan 

Vista  Growth  &  Income 

136 

4.5 

1.39 

Citibank 

Landmark  NY  Tax-Free  Income 

83 

3.0 

0.80 

NationsBank 

Nations  Value  Investor 

271 

4.5 

0.53 

Wells  Fargo 

Net  assets  as  of  9/30/ 

Stagecoach  Ginnie  Mae 

132 

4.5 

0.72 

92 .    Expense  ratio  is  in  italics  if  it  includes  < 

J  12b-l  fee. 

Source:  Morningstar. 

Buying  a  mutual 
fund  at  your  local 
bank  offers  con- 
venience— but 
often  at  a  steep 
price,  as  this  sam- 
pling shows. 
Few  banks  have 
resisted  the 
temptation  to 
slap  on  sales 
loads. 
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ably,  it  has  that  already. 

So  why  are  banks  ladling  on  tM| 
loads  and  the  12b- 1  fees.^  BecauJ' 
they  think  they  can  get  away  with  il 
Studies  show  80%  of  bank  custome 
are  novices  in  investing.  As  longtirr 
CD  buyers  but  brand-new  fiind  buye 
they  don't  think  to  ask  about  cos 
before  picking  a  flind. 

The  banks  say  they  need  to  pump 

lot  of  money  into  fijnd  distributio 

^  precisely  because  their  customers  ai  | 

I  uneducated.  Thus,  Barnett  Banks  ar 

I  First   Union   have   commission-pai 

"  brokers  in  their  branches  to  mark< 

funds  and  other  investment  product  nifha 

"Our  customers  are  dying  for  assi; 

tance  they  can't  get  over  an  800  nurr 

ber,"  claims  Charles  King,  head  of  th 

NationsBank    securities    subsidiaP] 

Says  Kenneth  Kehrer,  a  consultant  i 

Princeton,  N.J.  who  helps  banks  S( 

up  fiinds,  "If  the  funds  don't  sc 

themselves,  you  have  to  sell  them  wit 

a  load."  I 

This  is  shortsighted.  Even  if  hantj 
holding  causes  banks  to  lose  moncj 
bringing  investors  into  the  fold,  th. 
banks  would  gain  in  the  long  run  froi ; 
the  stream  of  management  fees. 

The  banks  do  not  offer  any  adxai  j 
tages  to  the  investor  that  he  can't  gil 
for  free  from  no-load  fiinds.  Do  yo; 
find  it  appealing  to  be  able  to  transfc. 
money  directiy  between  your  check  L 
ing  account  and  a  fijnd.^  You  don  ^ 
have  to  pay  a  load  to  get  that  convc 
nience.  The  big  no-load  fiind  familie 
offer  direct  linkups  to  bank  account?  „ 
including  wire  transfers  for  emergen 
C)'  withdrawals  and  automatic  month  , 
iy  investment  plans. 

What  about  performance?  Do  th 
banks  have  something  to  offer  here 
Chase's  Vista  Growth  &  Income  ha 
been  such  a  standout — up  an  averag      . 
32%  a  year  over  the  past  five  years-  "•*' 
that  Chase  is  pitching  the  fiand  to  th  J  '^' 
general  public.  Impressive  as  that  pel  | 
formance  is,  it's  probably  not  wortJ  | 
the  4^2%  load  to  anyone  but  a  ver 
long  term  investor,  someone  who  i  » 
fairly  sure  to  stay  put  for  ten  years.  Fq 
a  short-term  investor — certainly  an 
one  sticking  around  for  five  years 
less — even  a  modest  sales  load  is 
serious  drag  on  results. 

Until  the  banks  offer  better  deals 
or  Fidelity  takes  over  Banc  Onc- 
you're  better  off  keeping  your  fiimi 
and  checking  account  separate.      ■ 
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panese  small-company  stocks  have  been  battered 
)ng  with  the  rest  of  the  Japanese  market.  Several  funds 
ovide  an  entree  for  those  who  want  to  fish. 


bargains 


Richard  Phalon 


E  SEVERELY  MAULED  Japanese 
all- company  stocks,  down  about 
%  from  only  last  year,  beginning  to 
k  cheap? 

Some  U.S.  hind  managers  clearly 
nk  so.  The  Scudder  Global  Small 
>mpany  Fund,  for  example,  over 
;  last  ten  months  has  jacked  up  its 
dings  of  Japanese  issues  from  8% 
14%  of  assets— an  allocation  sec- 
d  only  to  the  U.S.  segment  of  its 
rtfolio. 

The  Japan  Fund,  also  run  by  Scud- 
f,  has  already  shown  good  gains  on 
cash  it  pumped  back  into  the 
>kyo  market  during  the  big  break  of 
t  summer.  Among  the  buys  at  that 
ie,  says  portfolio  manager  Eliza- 
th  Allan,  were  such  small-cap  items 
Dunkin'  Donuts  franchiser  Yoshi- 
•ya  D&c.  Scudder  Global  Small 
)mpany  has  moved  into  Nicliiei 
).,  a  lender  of  short-term  money  to 
lall  companies. 

Don't  expect  screaming  bargains, 
spite  the  crash  in  Tokyo,  small- 


(mall  stocks,  big  bounces 


growth  stocks  there  are  still  trading  at 
around  40  times  earnings.  "I've  been 
telling  people  Japanese  small  caps  will 
do  well  relative  to  other  markets," 
says  Allan,  "but  I  think  you  have  to  be 
both  patient  and  cautious."  In  an 
economy  showing  no  forward  mo- 
tion, wary  analysts  are  predicting  hir- 
ther  earnings  declines  this  year. 

The  most  concentrated  dose  of 
Japanese  small  stocks  comes  in  the 
Japan  OTC  Equity  Fund,  a  Big  Board- 
listed  closed-end.  Its  big  drawback  is 
the  hefty  19%  premium  to  which  its 
share  price  has  climbed  above  net 
asset  value . 

Here  again,  patience  is  probably 
called  for:  Closed-end  premiums  have 
a  way  of  sinking  to  discounts  eventu- 
ally, and  in  time  the  Japan  OTC  fund 
could  get  cheaper.  Indeed,  through 
1991,  even  as  this  hmd  was  doing  an 
excellent  job  of  playing  a  rebound  in 
the  Japanese  small -company  market 
and  delivering  a  total  return  of  26%,  it 
often  traded  at  a  discount. 


^^    ww<wiiiwwi«»miiBMW»«>««waBB«iaanw«KaaiiiiiiiiiitiiiiM^  ii—iiiiwniiiiniiii 

1989  1990  1991  1992 

Topix:  Toky9  Stock  Price  Index  of  stocks  on  first  section  of  Tokyo  Sto-.k  Exchange. 
OTC:  Jasdaq  Index  of  small-company  stocks.  Source:  Nomura  Capital  Management. 


■jrbes  ■  March  1,  1993 


When  Japan's 
small  stocks 
are  good  they 
are  very  good, 
and  when  they 
are  bad  they  are 
horrid. 


In  the  last  year  Japan  OTC  has  fallen 
almost  30%  in  net  asset  value,  a  cor- 
rection that  would  send  just  about  any 
domestic  closed-end  to  a  discount. 
But  evidently  some  American  inves- 
tors are  looking  to  get  first  dibs  on  a 
rebound  in  Japanese  small  caps,  and 
are  ponying  up  $8.25  a  share  for  a 
basket  of  comparatively  illiquid  com- 
panies like  Paltac  Corp.,  a  cosmetics 
wholesaler.  "Some  investors  seem  to 
be  betting  that  the  Japanese  counter 
market  has  finally  bottomed  out," 
says  Takeo  Nakamura,  president  of 
Japan  OTC. 

As  measured  by  the  averages,  the 
Tokyo  market  has  recovered  more 
than  20%  from  last  summer's  lows. 
But  fund  manager  Nakamura  urges 
caution,  noting  that  Japan's  recovery 
from  this  recession  will  take  longer — 
and  be  smaller  in  magnitude — than 
any  since  World  War  II. 

Though  he  warns  against  expecting 
quick  results,  Nakamura's  investment 
strategy  has  been  quite  aggressive. 
Japan  OTC  has  cut  back  cash  to  a  slim 
3.6%  of  assets  and  sold  off  bigger 
companies  to  broaden  its  beachhead 
in  unlisted  stocks  from  76%  to  85%  of 
the  portfolio. 

Japan  otc  has  managed  to  hold  up 
better  than  the  counter  market  as  a 
whole.  Short  of  going  entirely  into 
cash,  however,  there  was  no  way  to 
escape  pain.  At  last  report  the  $60 
million  market  value  of  the  portfolio 
was  some  $24  million  below  cost. 
Thus,  the  ftind  can  book  a  lot  of 
capital  gains  before  being  forced  to 
declare  a  taxable  gains  distribution. 

In  Japan,  as  in  the  U.S.,  small  com- 
panies tend  to  be  more  dynamic  than 
big  ones.  Japan  OTC's  holdings  in- 
clude such  stocks  as  videogame  soft- 
ware producer  Capcom  Co.  (Forbes, 
Jan.  18)  and  Mos  Food  Services,  a 
franchiser  that  has  been  giving  Japan's 
McDonald's  fits.  As  usual,  many  of 
these  are  stocks  with  a  story,  like  the 
outfit  that  sells  vending  machines  to 
"love  hotels"  (Nippon  Data  Kiki). 

Given  that  the  Japan  OTC  ftind  sells 
at  a  probably  unsustainable  premium, 
U.S.  investors  wanting  a  taste  of  Japa- 
nese stocks  might  do  better  to  start 
with  either  the  Japan  Fund  or  Scud- 
der's  Global  Small  Company,  both 
no-loads,  or  the  Scudder  New  Asia 
Fund,  a  closed-end  that  trades  at  a 
shght  premium  to  asset  value.         WM 

135 


THE  FUNDS 


Can  a  genius  boost  your  return  on  Treasury  bonds 
by  making  them  incredibly  complicated? 
No,  but  he  can  rake  in  fat  fees  for  trying. 

BlackRock's 
black  box 


By  Katarzyna  Wandycz 

BlackRock  Financial 

Management,  a  firm  in 
New  York  with  $15  billion 
under  management,  has 
one  of  the  hottest  products  * 

around:  target  term  trusts.  ' 

Target  term  trusts  are  closed-end 
bond  funds  traded  on  the  New  York 
Stock  Exchange.  "Target  term" 
stands  for  their  attempt  to  get  you  a 
high  yield  and  to  return  your  principal 
on  a  given  date,  which  can  vary  from  7 
to  15  years  away.  Proposing  to  buy 
only  government- guaranteed  paper 
or  close  to  it  in  qualit}',  the  trusts  are 
thus  meant  to  be  virtually  risk-free  for 
those  holding  them  for  the  term. 

Typical  of  these  offerings  is  the 
BlackRock  Target  Term  Trust,  which 
sold  96  million  shares  in  November 
1988  at  $10  each  and  aims  to  liquidate 
in  2000.  It  recentiy  had  a  "yield  to 
maturity"  of  7.6%,  versus  just  6.2% 
available  on  Treasurys  due  in  2001. 

Sounds  great:  additional  yield  at  no 
additional  risk. 

For  staging  this  magic  show,  Black- 
Rock's  portfolio  managers  get  hand- 
some fees:  $23  million  a  year  on  $4.2 


billion  in  target  bond  fiinds. 
BlackRock  (formerly 

Blackstone)  is  a  fixed-in- 
come money  manager 
started  by  the  folks  who 
brought  you  collateralized 
mortgage  obligations. 

What  are  these  alchemists  doing.^ 
Transmuting  lead  into  gold?  Not 
quite.  BlackRock  boosts  yield  with 
two  devices.  One  is  to  leverage  the 
portfolio — in  effect,  to  buy  bonds  on 
margin.  Each  trust  borrows  up  to  a 
third  of  its  capital  at  short-term  rates  as 
low  as  3.2%.  It  then  invests  in  longer- 
term  stuff  that  can  yield  over  7%.  The 
spread  enriches  the  yield.  The  same 
practice  almost  destroyed  the  thrift 
industry':  borrowing  short,  investing 
long.  If  interest  rates  jump,  the  cost  of 
borrowing  to  buy  the  bonds  can  rise 
well  above  the  income  generated.  And 
bond  prices  fall,  murdering  the  fellow 
buying  them  on  margin. 

Another  device  is  to  own  mortgage 
securities  rather  than  Treasurys. 
Nearly  a  third  of  the  Target  Term 
Trust's  assets  are  mortgage  pass- 
throughs  from  such  agencies  as  the 


Reverse  engineering 

Fund 

Date 

Net 

—Total  return'— 

Premium/ 

started 

assets 
($mil) 

fund       Treasury 
benchmark 

discount 

2001  Term  Trust 

8/92 

$1,360 

10.0%           11.6% 

0.8% 

Target  Term  Trust 

11/88 

1,007 

13.0             13.0 

-2.4 

1998  Term  Trust 

4/91 

510 

13.7             13.9 

-2.5 

Strategic  Term  Trust 

12/90 

569 

12.4             14.3 

1.3 

Invest  Quality  Term  Tr 

4/92 

361 

14.2             20.6 

1.2 

1999  Term  Trust 

4/90 

182 

17.0             32.7 

4.4 

'Annualized,  since  inception  of  fund.  Returns  calculated  on  net  asset  value;  the  returns  are 

thus  not  debited  for  the  initial  underwriting  commission  (5%  to  6%). 

Source:  BlackRock  Financial  Management. 

After  Black- 
Rock's  target 
term  trusts 
are  leveraged, 
then  larded  with 
mortgage  bonds, 
most  of  them  still 
lag  the  simple  re- 
turns of  Treasurys. 


I 


ics 
orl^ 


Dajor  I 


Federal  National  Mortgage  Assod 
tion   and   the   Federal  Home   Lo;  ^p 
Mortgage  Corp.  This  mortgage  pap  ™' 
yields  from  0.5  to  1  percentage  poi 
more  than  Treasury's,  but  for  go^ 
reason.  First,  its  interest  is  not  exem 
from  state  income  tax,  the  way  Tr 
sury  interest  is.  For  a  taxable  investo 
that  can  erase  most  of  the  extra  yieh 
Second,    the    mortgage    paper    h; 
built-in  options  that  help  the  hom< 
owner  but   hurt   the   inxestor:   Ti:  fTj 
homeowner  may  prepay  his  mortgag 
if  interest  rates  go  down. 

BlackRock  also  buys  collateralize 
mortgage  obligation  residuals.  Thcs 
gizmos  are  the  slices  of  a  mortga 
pool  in  which  the  unfavorable  optio 
ma\'  be  concentrated.  They  are  har 
less  and  high  yielding  if  interest  rat 
go  your  way  but  poison  if  they  don 

What  does  all  this  rocket  scienc 
accomplish?  Not  much.  In  a  goo 
setting  for  BlackRock's  stymie — intci 
est  rates  steady  to  lower,  yield  cur\ 
very  steep — the  trusts  are  just  tread 
ing  water  (see  table).  Only  one  ha 
matched  the  benchmark  Treasury; 
and  most  have  done  much  worse. 

The  table,  figured  on  net  asset  valu 
rather  than  nysk  prices,  leaxes  ofi  th 
important  cost  of  getting  into  and  on 
of  the  trusts.   Buyers  at  the  initial 
offerings  paid  S%  to  6%  over  net  assdj**'^  ' 
\aluc  to  get  in.  If  they  want  out  beforjpJ  ^^i 
the  liquidation  date,  they  will  have  tljiblci 
pay  a  broker  as  much  as  2%  to  sell.    T"  ' 

Recent  trading  prices  don't  maki 
the  trusts  any  bargain  for  new  buyer#txx) 
The  cheapest,  BlackRock  1998  TerAcvl 
Trust,  is  at  just  a  2.5%  discount  to  nS^'^^ 
asset  value;  several  are  at  a  premium.! 

Our  advice  to  people  about  to  buy  I 
BlackRock  trust:  don't.  No-load  gov( 
ernment  bond  funds  charge  zcn 
transaction  costs  in  or  out.  Am 
plent)'  of  bond  funds  peel  less  off  th 
top  for  the  managers.  Vanguard' 
funds  run  an  annual  expense  rain 
about  a  third  of  BlackRock's  0.9'),,. 

If  you  plan  to  stay  put  until  matiiri 
ty,  buy  Treasurys  direcdy  from  tli 
government  and  pay  no  fees  at  all  1 
investing  for  an  IKA  or  other  accoun 
exempt  from  state  tax,  buy  a  Giim 
Mae  fund  to  capture  the  extra  yield  oi 
mortgage  paper.  For  high  rollers  w  In 
think  interest  rates  will  fall,  there  a 
better  ways  to  buy  on  margin  tha 
through  BlackRock.  A  Treasiiiy  bon 
future  is  the  way  to  do  it. 


i 
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THE  CONTRARIAN 


MONEY  a  NVESIMENTS 


[midst  the  crosscurrents  of  the  1993  market, 
lome  clear  trends  are  emerging. 

ack  to  value 


avid  Dreman  is  chairman 
f  Dreman  Value  Management,  L.P., 
ivestment  Counsel,  New  York,  and  author  of 
he  New  Contrarian  Investment  Strategy. 


N  THE  MARKET  WARS  this  year  the 
riajor  indexes  advance  and  fall  back 
vith  little  overall  change,  but  clear 
igns  are  emerging  of  the  develop- 
nent  of  several  fresh  trends. 

The  first  is  a  strong  movement  back 
o  value,  just  at  the  time  many  experts 
lad  written  off  value  investing  as  a 
iable  strategy.  Value  stocks  are  those 
onsidered  cheap  compared  with  the 
narket  on  the  basis  of  p/e  ratios,  price 
o  book,  yields  and  similar  character- 
sties.  Last  year,  for  the  first  time  since 
1988,  value  outperformed  growth, 
iiehind  this  newfound  strength  has 
")een  the  leadership  of  some  of  the 
:yclical  groups,  notably  autos,  rail- 
oads  and  papers,  as  well  as  the  con- 
inuing  strong  performance  of  banks 
md  financial  service  companies. 

Is  the  value  play  finished.^  Not  by  a 
ong  shot.  Value  stocks,  even  after  last 
}'ear's  gains,  are  still  at  some  of  the 
:heapest  levels  vis-a-vis  growth  issues 
n  years.  A  year  ago  the  value  sector 
was  trading  at  levels  below  those  of 
the  1987  crash.  While  the  S&P  500, 
adjusted  for  dividends,  doubled  from 
1988  to  1991,  the  entire  gain  was  in 
die  growth  and  other  noncyclical  sec- 
tors of  the  index;  as  a  group,  value 
stocks  went  nowhere. 

With  the  improving  economy, 
earnings  should  snap  back  smartly  for 
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cyclicals,  retailers  and  other  economi- 
cally sensitive  groups.  In  contrast, 
many  growth  stocks  are  facing  a  de- 
celeration in  their  rate  of  earnings 
increase.  The  bottom  line  is  that  we 
should  see  a  few  years  at  least  of 
superior  value  performance. 

We  face  a  situation  very  similar  to 
that  of  the  late  1970s  and  early  1980s, 
when  severely  depressed  value  stocks 
provided  double-digit  annual  returns, 
even  though  the  Dow  Jones  industrial 
average  traded  in  a  narrow  range  be- 
tween 800  and  1000. 

For  those  tempted  to  play  initial 
public  offerings  and  other  hot  small- 
capitalization  issues,  history  is  flash- 
ing a  red  light.  Forbes'  Jan.  18  cover 
story  provided  details  of  how  danger- 
ous this  market  really  is.  We  are  again 
watching  all  the  symptoms  of  a  zany 
go-go  market  in  its  final  stages.  This 
crowd  will  buy  anything:  from  fast- 
food  companies  at  over  100  times 
earnings  to  pawnshop  chains  at  70- 
plus  multiples,  to  two-  or  three-peo- 
ple startups  without  any  revenues, 
caprtalized  in  the  mid-eight  figures. 

It's  getting  crazy.  Last  year's  iPOs 
were  about  three  times  the  dollar 
value  of  1983's — the  peak  of  the  pre- 
vious go-go  market.  When  the  bubble 
broke  in  mid- 1983,  prices  dropped 
70%,  80%  or  even  90%,  in  less  than 
two  years,  and  many  issues  disap- 
peared entirely.  History  will  repeat. 
These  IPO  concept  spinners  are  also 
masters  of  the  short  squeeze.  Too  bad 
there  isn't  a  good  IPO  futures  index 
from  the  Merc  or  Amex  that  can  be 
shorted  pronto. 

So,  with  small  caps  and  big  caps 
alike,  stick  with  value  stocks.  Here  are 
some  medium  and  small  stocks  I 
would  look  at  now. 

Alberto  Culver  "A'' {22)^  a  manu- 
facturer and  marketer  of  health  and 
cosmetics  products,  has  had  a  17% 
an.nual  growth  rate  over  the  past  de- 
cade. Earnings  should  increase  over 


15%  again  this  fiscal  year  (ending 
Sept.  30).  The  stock  trades  at  a  p/e  of 
15  on  this  estimate,  yielding  1.1%. 

American  Business  Products  (28) 
manufactures  a  wide  range  of  business 
supplies.  Operating  earnings  have  in- 
creased every  year  since  1987,  despite 
the  recession,  and  should  be  up  15% 
in  1993.  Trades  at  a  P/E  of  14  on  1993 
estimates  and  yields  2.5%. 

Michi£ian  National  (60)  is  a  bank 
holding  company  with  stakes  in 
Michigan,  California  and  Texas.  With 
the  gradual  reduction  of  problematic 
real  estate,  earnings  should  increase 
approximately  20%  this  year,  mnco 
trades  at  a  p/e  of  15  and  yields  3.3%. 

Ogden  Corp.  (24)  builds  waste  dis- 
posal plants  and  provides  support  ser- 
vices to  a  number  of  industries.  Earn- 
ings should  increase  12%  this  year 
with  gains  widening  as  the  economy 
recovers.  Trades  at  a  p/e  of  14  on 
1993  estimates  and  yields  5.2%. 

Reynolds  &  Reynolds  (29)  is  the 
leader  in  computer  systems  for  auto- 
motive dealers  as  well  as  a  manufac- 
turer of  standard  and  custom  business 
forms.  Earnings,  bolstered  by  a  pick- 
up in  auto  sales,  should  reach  a  record 
$  3 . 8  0  per  share  this  fiscal  year  ( ending 
Sept.  30),  almost  20%  above  die  1992 
level.  REY  trades  at  a  p/e  of  16  and 
yields  1.8%. 

Textron  (44)  is  a  diversified  compa- 
ny with  stakes  in  defense,  consumer 
products  and  financial  services.  Earn- 
ings and  cash  flow  growdi  have  been 
well  above  average  over  the  past  five 
years  with  income  likely  to  show  a 
15%  to  20%  gain  in  1993.  The  stock 
trades  at  a  P/E  of  12  and  yields  2.5%. 

Washin^fton  Mutual  Savings  Bank 
(35)  is  the  largest  thrift  in  the  state 
of  Washington.  After  major  writeoffs 
in  1990,  WAMU  has  a  low  level  of 
nonperforming  assets  and  the  likeli- 
hood of  strong  earnings  growth 
ahead.  The  stock  trades  at  a  P/E  of 
10  and  yields  1.7%.  IH 
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Don't  read  too  much  bullishness  into  the 

stock  market's  strong  early  February  performance. 

Tracking  the 
DowTheoiy 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  [Dearborn  Financial  Publishing). 


A  FRESH  Dow  Theory  buy  signal 
apparently  was  triggered  in  early  Feb- 
ruary when  the  Dow  industrials  finally 
closed  at  a  new  all  time  high.  The  Dow 
transports,  as  well  as  most  other  major 
averages,  had  already  done  so  several 
weeks  prior.  The  instant  reaction — at 
least  among  many  of  the  investment 
advisory  letter  editors  whose  hot-line 
messages  we  check  daily — was  to  be- 
come more  bullish. 

The  Dow  Theory,  the  oldest  of 
technical.stock  market  indicators,  still 
commands  a  wide  following  and  is 
used  by  some  of  the  top-performing 
investment  letters.  Several  of  them 
used  it  with  brilliant  success  after  the 
1987  crash,  when  they  insisted  that 
the  prescribed  three-step  test  for  a 
bear  market  had  not  been  satisfied — 
and,  thus,  that  the  bull  market  re- 
mained alive.  Those  letters  covered 
themselves  with  glory  when,  amidst 
general  panic,  they  remained  bullish. 

Back  to  1993.  Are  February's  joint 
new  highs  in  the  Dji  and  DJT  merely  a 
reaffirmation  of  a  continuing  uptrend 
(which  wouldn't  be  particularly  bull- 
ish), or  the  reversal  of  a  previous  Dow 
Theory  sell  signal  (which  would  be)? 

It  looks  to  me  as  if  it  is  the  former. 
In  other  words,  the  recent  action  isn't 
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especially  bullish.  Why.^  Because  I  am 
not  persuaded  that  the  Dow  Theory 
gave  a  sell  signal  in  the  first  place.  No 
sell  signal,  no  reversal.  Thus,  the  mar- 
ket's strong  performance  in  early  Feb- 
ruary looks  like  a  mere  continuation 
of  an  existing  trend. 

According  to  the  Dow  Theory,  the 
market  must  satisfy  a  three-step  test 
before  a  bear  market  can  be  signaled. 
First,  stocks  must  undergo  a  signifi- 
cant correction,  both  in  terms  of  time 
and  price.  The  levels  to  which  the  dji 
and  DJT  decline  are  carefially  noted. 

In  the  second  step,  in  their  subse- 
quent attempts  to  rally,  either  one  or 
both  of  these  averages  must  fail  to 
surpass  their  old  highs. 

In  the  third  step,  both  averages 
must  then  break  below  the  lows  set  at 
the  bottom  of  their  first  correction. 
(A  bear  market's  end  is  determined  in 
reverse  fashion.) 

Was  the  Dow  Theory  on  a  sell 
signal  prior  to  the  Djl's  early  February 
new  high.^  Geraldine  Weiss,  writer  of 
the  top-performing  Investment  Qual- 
ity Trends,  believed  that  it  was.  She 
contended  that  stage  I  of  this  three - 
part  test  was  satisfied  last  spring  at  the 
completion  of  the  market's  January- 
April  correction.  Thus,  after  failing  in 
the  spring  and  early  summer  to  sur- 
pass their  old  highs  (step  2),  a  bear 
market  was  triggered  in  October  at 
the  point  when  both  averages  traded 
below  their  April  lows  (step  3).  As 
Weiss  declared  at  the  time,  "The  bull 
market  has  ended  and  the  primary 
trend  of  stock  prices  is  down." 

But  others  disagreed.  Among  the 
skeptics  was  another  close  follower  of 
the  theory,  the  long-established  Dow 
Theory  Forecasts.  This  service  believed 
that  step  I  of  the  three-step  test 
wasn't  completed  until  August,  not 
April — a  crucial  dift'erence.  By  inter- 
preting step  I  in  this  way,  it  meant 
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that  step  3  of  a  Dow  Theory  sell  si 
never  was  satisfied:  While  the  dji 
early  October  did  penetrate  its  Ai 
gust  lows,  the  DJT  did  not.  Since 
reversal  of  trend  had  thus  been  coi 
firmed,  Dow  Theory  Forecasts  insist 
the  bull  market  remained  intact 

Richard  Russell,  who  writes  Di 
Theory  Letters,  originally  had  agre 
with  Weiss  that  a  Dow  Theory' 
signal  was  triggered  in  early  Octob 
However,  in  late  December  he  col 
ceded  that  he  was  wrong:  "If  I  had  - 
do  it  again,  I  would  have  insisted  th 
both  averages  break  to  fresh  new  Ic 
before  calling  a  bear  market." 

I  agree  with  Russell.  To  expl; 
why,  I  go  back  to  no  one  other  thi 
Charles  Dow  and  other  early  D 
theorists,  and  what  they  termed 
"cult  of  buying  on  every  high." 
one  early  student  of  the  Dow  The 
put  it,  "Nothing  about  the  Dow  T 
ory  has  been  more  persistently  df^^nn 
stupidly  misrepresented  than  the  sij  W^ 
nificance  of  successive  new  highs  <curl 
lows.  .  .  .  To  regard  every  new  hi^nln 
aft:er  a  prolonged  advance  in  the  stocp"'  - 
market  as  a  'buy'  signal  is  as  irration' 
as  to  regard  every  new  high  of  tl" 
waves  on  the  beach  as  evidence  th' 
the  tide  is  only  starting  to  come  in.' 

Evidence  abounds  that  the  tide  < 
this  market  is  already  mostly  in.  This 
one  of  the  reasons  Weiss  was  eagvi  i 
declare  that  the  Dow  Theor\'  lu 
turned  bearish.  The  Dji's  divider 
yield  has  dropped  to  an  abnormal 
low  2.7%,  suggesting  serious  oxc 
valuation.  Dow  himself  insisted  ih 
the  action  of  the  two  Dow  averages  I 
interpreted  in  the  context  provided  I 
stocks'  fundamental  value. 

So,  Dow  Theory  bulls,  check  \o\ 
enthusiasm.  The  Dji's  new  high  i\m 
firms  that  the  bull  market  is  still  .ili\ 
But  it  is  not  the  occasion  for  throw  n 
caution  to  the  winds.  ■ 
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u  can  get  a  little  extra  yield  with  muni  bonds 
m  weaker  states.  Is  it  worth  the  risk?  Often,  no. 
re's  a  warning  guide  for  investors  tempted 
reach  for  yield. 


tatehouse  watch 


to  take  a  lower  yield  in  order  to  get 
the  double-tax-free  New  York  port- 
folio. I  think  they  are  making  a  mis- 
take. The  yield  disadvantage  on  the 
New  York  fund  just  about  wipes  out 
its  tax  benefit.  On  top  of  that,  buyers 
of  that  "high  yield"  fund  have  to 
worry  about  having  all  their  eggs  in 
one  shaky  basket. 

Things  don't  seem  a  whole  lot  bet- 
ter across  the  border  in  Connecticut, 
which  has  been  on  Kemper  Securities' 
ten  weakest  states  list  since  the  incep- 
tion of  the  list  in  June  1991.  Richard 
Ciccarone,  senior  vice  president  in 
charge  of  municipal  bond  research  at 
Kemper,  cites  the  state's  weak  tax 
base.  The  taxpayers  have  money — the 
state's  personal  income  is  135%  of  the 
U.S.  level — but  they  aren't  happy 
about  the  new  income  tax.  Also,  Con- 
necticut's debt-to-personal-income 
ratio  has  more  than  doubled  since 
1988,  to  5.8%.  Then  there  are  the 
defense  cuts  that  are  hurting  big  em- 
ployeTs  like  United  Technologies. 
The  state  has  lost  200,000  jobs  in 
three  years. 

How  about  California.^  Trouble 
there,  too.  Ciccarone  and  Kendrick 
Anderson,  head  of  municipal  bond 
analysis  at  Duff  &  Phelps,  believe  the 
Golden  State's  problems  are  not  just 
cyclical  but  structural.  They  point  to 
continued  damaging  consequences  of 
Proposition  13,  which  limited  local 
property  taxes  over  a  dozen  years  ago. 
By  keeping  existing  property  owners 
to  mid-1970s  tax  levels  and  taxing 
newcomers  at  current  tax  values,  the 
tax  law  creates  disincentives  for  new 
business  and  relocations.  The  state, 
which  has  a  deteriorating  revenue 
base  from  the  loss  of  aerospace  jobs,  is 
squeezing  its  local  municipalities  for 
taxes,  while  cutting  back  on  state  aid 
as  much  as  $1.8  billion  in  the  1992 
fiscal    year.     California's    problems 


all.  Some 
will  have 
years    to 


THE  RECOVERY  is  under  way.  Does 
t  mean  you  can  stop  worrying 
:)ut  defaults  in  your  municipal 
nd  portfolio?  Not  at 
tes  and  municipalities 
akened  treasuries  for 
me.  Don't  buy  blindly. 
To  be  sure,  default  risk  is  a  relative 
ng.  Even  the  weakest  state  is  not  in 
same  league  with  a  really  junky 
rporate  bond.  But  defaults  could 
cur.  Remember  New  York  City  and 
eveland  in  the  1970s? 
Imagine  this  dilemma,  five  years 
)m  now:  New  York  City's  mayor  is 
»ing  to  either  pay  the  city's  powerful 
unicipal  unions  their  raises  or  pay 
e  bondholders  on  time.  It  could  be 
ilose  call. 

You  know  things  are  bad  when 
ayor  David  Dinkins  has  seriously 
oposcd  using  .the  city's  receivables, 
h  as  deliquent  property  taxes,  as 
(llateral  with  a  local  bank  for  a  tem- 
)rary  loan  to  tide  it  over  a  budget 
ortfall. 

New  York  State  is  in  better  shape 
lan  the  city,  but  investors  should 
main  cautious  here,  too.  Note  that 
c  Fidelity  Spartan  New  York  High 
eld  fund  recently  was  yielding 
5%,  while  the  Spartan  Municipal 
icome  fund  was  yielding  6.1%.  Peo- 
c  \\'ho  live  in  New  York  are  willing 


should  last  through  the  decade. 

So,  arc  bond  buyers  compensated 
for  these  hazards?  Scarcely.  Like  New 
York,  California  gets  avid  local  buyers 
for  its  bonds,  since  state  income  tax 
rates  are  high.  Those  buyers  keep 
yields  low.  As  a  result,  20-year  general 
obligation  bonds  from  California  are 
yielding  only  5.9%,  only  a  hair  better 
than  comparable  GOs  from  Minneso- 
ta, a  financially  strong  state.  Unless 
you  live  in  California,  avoid  its  bonds. 

Hawaii  is  also  on  Ciccarone's  down 
list.  He  believes  the  retrenchment  in 
tourism,  down  4.5%  for  the  first  nine 
months  of  1992,  will  continue,  if  not 
worsen,  this  year.  Housing  sales  are 
down  by  about  10%,  mortgage  delin- 
quencies are  up  about  8%,  and  fore- 
closures increased  73%  in  the  12- 
month  period  ended  last  Sept.  30. 

So  what's  good?  Utah  is  at  the  top 
of  the  list  for  both  Anderson  and 
Ciccarone,  who  cite  the  state's  edu- 
cated work  force  and  modest  wage 
costs.  Utah  went  generally  unscathed 
by  the  recession  because  of  its  diversi- 
fied economic  base  and  an  above- 
average  18%  rate  of  population 
growth  over  the  last  decade,  well  be- 
yond the  9.9%  national  average.  Utah 
has  a  conservative  debt-to-personal- 
income  ratio  of  less  than  2%  and  a 
fiscal  policy  where  revenues  meet  ex- 
penditure needs. 

Then  there's  Minnesota,  which 
came  into  the  recession  with  the  larg- 
est rainy-day  fijnd  of  any  state  in  the 
country — about  $500  million. 
There's  probably  about  $200  million 
of  that  left.  Ciccarone  points  to  the 
state's  heavy  concentration  of  indus- 
try less  sensitive  to  economic  cycles 
like  food  products,  publishing  and 
paper  products.  These  account  for 
35%  of  all  manufacturing  jobs  in  the 
state,  compared  with  17%  nation- 
wide. Minnesota's  debt-to-personal- 
income  ratio  of  2%  is  below  the  U.S. 
median  of  2.2%. 

Two  surprises:  Kemper's  analysis 
puts  Kentucky  and  Texas  among  the 
ten  strongest  states  on  five  economic 
trend  indicators:  employment 
growth,  home  sales,  mortgage  delin- 
quencies and  foreclosures,  and  unem- 
ployment rate.  Kentucky  is  benefiting 
from  new  auto  plants.  Employment  in 
the  Lone  Star  State  has  grown  7.8% 
since  1988,  against  2.3%  for  the  U.S. 
during  the  same  period.  !■! 
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MONEY  a  INVESTMENTS 


There  are  lots  of  good  buys  among  small  stocks, 
but  the  costs  of  buying  and  selling  them 
detract  greatly  from  their  appeal. 

Caught  in 
the  spread 


BY  LAS2L0  BIRINYI  JR. 


Laszio  Birinyi  Jr.  is  president  of 
Birinyi  Associates,  New  York,  a 
financial  consulting  firm. 


These  days  just  about  even'one  is 
eager  to  tell  you  that  small  stocks  are 
the  place  to  be.  What  they  don't  tell 
you  is  that  if  you  aren't  carefiil  the  cost 
of  buying  and  selling  will  eat  you  alive . 

As  with  all  stocks,  some  over-the- 
counter  issues  will  do  well  in  1993, 
but  not  all  of  them.  That  is  not  what 
bothers  me.  My  greater  concern  is  the 
cost  of  trading  those  issues. 

I  recently  completed  a  study  of  the 
o-t-c  market  and  concluded  that  trad- 
ing there  is  inordinately  expensive, 
especially  for  the  individual  investor. 
Why?  Because  the  costs  of  actually 
buying  and  selling  are  excessive. 

The  spread  is  the  difference  be- 
tween the  bid  price  and  the  sell  price 
of  a  stock.  For  most  major  N'YSH  stocks 
that  difference  is  one-eighth.  AT&T, 
for  example,  currently  can  be  bought 
at  53%  and  sold  at  53^2.  So  if  you  buy 
AT&T  it  has  to  go  up  by  one -eighth  of  a 
point  before  you  are  even  and  by  one- 
fourth,  prior  to  commissions,  before 
you  are  in  the  black. 

Assume  you  pay  25  cents  a  share 
commission.  You  decide  to  buy  AT&T. 
Your  broker  tells  you  the  last  sale  is 
53^2  and  the  market  is  53V2  to  53y8. 
You  buy  200  shares  at  the  market  and 


pay  53%  plus  25  cents,  or  SSVs.  A 
week  later  the  stock  is  up  by  2  points, 
to  551/2,  or  3.7%. 

Your  broker  now  tells  you  the  mar- 
ket is  55V2  to  55%,  and  you  sell  your 
stock  at  55V2,  less  25  cents  commis- 
sion. The  bottom  line  is  that  your 
stock  is  up  3.7%,  but  your  investment 
has  returned  just  2.5%. 

In  the  over-the-counter  market, 
you  have  much  bigger  hurdles  to  get 
over.  First,  even  the  more  active,  sig- 
nificant issues  usually  have  a  one-half- 
point  spread  and  often  trade  in  half- 
point  moves.  For  example,  Amgen, 
which  should  be  liquid  and  easily 
traded,  had  an  abundance  of  trades 
that  showed  a  one-half-point  price 
change  from  trade  to  trade. 

For  the  individual  investor  this  cre- 
ates a  much  larger  hurdle  than  that 
posed  in  our  example  of  .•\T&T.  Cur- 
rently, the  average  unlisted  stock  is 
priced  at  about  I6V2.  Giving  that 
market  the  benefit  of  the  doubt,  let's 
assume  only  a  onc-half-point  spread 
and  a  market  of  16V'4  to  16%. 

You  buy  1 00  shares  at  1 6%  and  pay 
a  commission,  unless  your  broker  is 
selling  you  the  stock  out  of  his  firm's 
inventor}'.  For  illustration  purposes, 
let's  take  the  middle  course  and  pay  a 
commission  of  25  cents,  so  your  total 
cost  is  now  17. 

Let's  say  that  after  six  months  the 
stock  is  at  I8V2,  up  by  2  points,  or 
12%.  Your  sell  order  finds  the  market 
to  be  18V4  to  18%,  so  you  receive 
1814,  less  commission.  The  stock 
went  up  2  points,  but  you  made  only 
1 — tracking  costs  ate  up  half  the  gain. 
And  that  is  assuming  neither  a  best 
nor  worst  case. 

My  example  also  illustrates  why  so 
many  of  those  model  portfolios  and 
newspaper   recommendations    show 


( 
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such  stellar  results.  Easy  to  do  if  yt 
don't  pay  commissions  or  spreads. 
While  there  isn't  a  great  deal  ret; 
investors  can  do  to  minimize  tl.c 
hurdles,  there  are  several  steps  yci 
can  take.  They  include: 

■  Get  the  inside  market,  which  is 
best  bid  and  lowest  offering.   T 
often  brokers  tell  you  only  how  tl 
traders  are  quoting  the  stock.  If 
force  your  broker  to  execute  the  or 
elsewhere,  you  might  have  to  pay  hi 
a  commission,  but  better  a  25-ce| 
commission  than  an  extra  half-poi 
in  spread. 

■  Don't  use  limit  orders.  Tnere  is 
central  marketplace;  it  is  really  a  loi 
confederation    of    brokers — despj 
Nasdaq's  ads.  Limit  orders  will  li 
not  only  price,  they  will  limit 
exposure  you  get  to  your  broke: 
traders.  And  remember,  a  limit  or 
is  based  not  on  the  last  sale  but  on 
bid  or  ask.  So  if  you  want  to  bu 
stock  at  24y2,  it  may  trade  there 
even  below  that  price  and  your  on 
might  not  be  executed. 

Institutions  also  have  their  proi 
lems  with  o-t-c-  trading.  We  exan 
ined  the  results  of  a  variety  of  o-ti 
fiinds.    They    substantially    outpe. 
formed  the  s&p  500.  But  their  re* 
benchmark   should    be    the    Nasel 
Composite.  There  the  results  were  n< 
as  overwhelming,  and  the  46  fimds  vj 
examined  underperformed  on  avera  ^" ' 
by  11%  in  1991  (up  45.3%  for  t  'f^'^^' 
fijnds,  versus  56.8%  for  the  average  ""^*'' 

I'm  not  saying  don't  invest  in  0-6  '^"^ 
issues.  I'm  just  saying  don't  tra<i  ""/'^ 
them.  Many  of  these  small  compani  ^™ 
are  wondrous  long-term  buys  if  y<  ^ 
are  a  long-term  buyer.  Some  of  t-li"'^''' 
ones  that  look  good  by  my  fin 
yardsticks  are: 

MCic  (40)  is  under  continuous  a' 
cumulation,  and  while  it  was  up  31 ' 
in  1992,  buyers  have  not  backed  of " 

Banks  are  a  sector  that  I  have  pw\ 
ously    suggested.     Several     unlisu 
bank  stocks  show  up  in  our  woi 
including  Midlantic  Corp.  (20),  ( 
Icctivc  Bancorp  (32)  and  Society  Si 
in0S  Bank  (18). 

Technology,    biotechnology     1 
other  favored  unlisted  stocks  (.i<>i 
make  our  list.    Fhe-sc  are  not  Ion 
term,  buy-and-hold  stocks.  Their  Ic 
tunes  change  too  rapidly.  As  for  ti.ii  r 
ing    them,    their   o-t-c    listing   on  f 
lengthens  those  odds.  ■  ' 
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MONEY  &  INVESTMENTS 


3  European  central  banks  have  been  selling  gold 
his  the  death  knell  of  the  shiny  metal? 
a  sign  of  its  underlying  strength? 

on't  give  up 


n  gold 


Brimelow  is  director  of  international 
ies  for  BV  Capital  Markets,  Inc.,  the 
York  brokerage  arm  of  Bayerische 
nsbank,  Germany's  third-largest  bank. 


r  WHEN  EVERYONE  has  Written 
lething  off,  it  is  often  on  the  edge 
laking  a  recovery.  So  I  think  it  may 
or  gold. 

-arly  on  the  morning  of  Jan.  12,  it 

revealed  that  over  the  previous 

'e  months  the  Dutch  Central  Bank 

I  sold  some  400  tons  of  gold — 
)ut  a  quarter  of  its  reserves  and  an 
mishing  20%  of  last  year's  new 
le  output. 

*4aturally,  the  gold  bears  were  ec- 
AC.  Following  a  Belgian  sale  of  202 
mes  earlier  last  year,  the  Dutch 
vs  meant  that  two  of  the  handful  of 
itral  banks  with  large  gold  holdings 
i  finally  appeared  as  sellers.  The 
momist  magazine,  a  traditional 
ynesian  goldphobe,  has  editorial- 
d  (Jan.  23)  that  private  owners  of 

II  ion  should  now  sell — because 
itral  banks  with  17  years'  mine 
)duction  on  hand  have  just  realized 
Id  does  not  pay  interest! 

Not  so  fast.  Last  year  saw  an  envi- 
iment  of  continued  low  inflation 
''cctations,  high  real  interest  rates, 
ge- scale  forward  selling  by  pro- 
cers  and  speculators,  extensive  liq- 
iation  by  Russia,  Iraq,  the  Gulf 
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States  and  assorted  lesser  central 
banks,  gruesome  technicals  and  a 
virtual  disappearance  of  Western  in- 
vestment demand.  On  top  of  this, 
600  tons  hit  the  market  from  major 
central  banks.  Despite  all  these 
downward  pressures  on  price  so  far 
this  year,  gold  only  fell  from  $350  in 
January  1992  to  its  recent  $330.  It 
must  have  taken  a  lot  of  demand  from 
private  investors  to  keep  the  price 
from  falling  much  further. 

In  other  words,  by  absorbing  close 
to  a  50%  increase  in  the  flow  of 
bullion  in  the  last  quarter,  gold  has 
vindicated  those  analysts  who  see 
strong  demand  for  gold  and  envisage 
a  longer-run  equiUbrium  price  rather 
higher  than  $550. 

To  understand  what  is  going  on 
here  you  have  to  realize  that  the  gold 
market  has  fiindamentally  changed. 
The  gold  price  used  to  be  driven  by 
U.S.  inflation.  Now  it  is  driven  by  the 
consumption  of  investment-type  jew- 
elry in  the  Far  East,  especially  the 
Chinese  language  communities. 
Surging  prosperity  in  that  area  has 
resulted  in  a  demand  that  reportedly 
outpaced  mine  supply  in  1992  for  the 
third  year  running,  this  time  by  the 
unprecedented  margin  of  over  50%. 

I  respect  Frank  Veneroso,  proprietor 
of  Portsmouth,  N.H.- based  Newcastle 
Commodities.  Veneroso  has  emerged 
as  the  intellectual  leader  of  the  gold 
bulls.  He  describes  his  professional 
strategy  as  searching  for  markets  in 
"deep  disequilibrium."  And  he  says 
the  current  gold  market  is  "the  most 
extreme  case  I  have  seen  in  some  30 
years  as  an  analyst  and  speculator." 

Most  of  the  reasons  central  banks 
are  urged  to  sell  gold  are  wrong.  Gold 
may  not  return  them  interest  income, 
but  holdings  of  foreign  currencies — 


the  alternative — can  show  negative 
returns;  ask  any  central  banker  who 
held  sterling  last  year  and  this  year. 
National  budget  deficits  generally 
dwarf  gold  holdings.  Besides,  modern 
financial  techniques  of  lending  and 
call  writing  mean  that  gold  holdings 
can  generate  a  return. 

But  what  if  central  banks  do  contin- 
ue to  sell?  Then  market  forces  will 
settle  the  dispute.  Three  times  in  re- 
cent history,  the  authorities  have  tried 
to  repress  precious  metals  markets. 
Eventually,  the  authorities  retreat. 
The  U.S.  government/iMF  gold  sales 
in  1977-79,  the  London  gold  pool  in 
1961-68,  U.S.  government  silver 
sales  before  1964 — all  ended  in  huge 
price  breakouts.  The  markets  did  not 
even  have  to  absorb  the  last  bar  of 
metal  in  the  reserves.  Unfaltering  de- 
mand broke  the  authorities'  will. 

Now  the  Dutch  and  other  official 
sales  have  dispelled  the  mystery  of 
the  weak  performance  of  gold  since 
late  1989. 

Yes,  prolonged  selling  of  gold  by 
central  banks  is  a  problem,  but  a  finite 
problem.  I  believe  the  selling  of  gold 
by  the  central  banks  is  direcdy  con- 
nected to  the  continuing  death  throes 
of  the  European  Monetar)'  System. 
The  EMS  obliges  the  countries  with 
strong  currencies  to  buy  the  weak 
currencies;  last  year  the  Belgians  and 
Dutch  had  to  swallow  at  a  loss  huge 
amounts  of  lira,  sterling,  escudos,  pe- 
setas and  punts.  Probably  this  precipi- 
tated their  decision  to  sell  gold  to 
rebalance  their  exchange  portfolios 
with  stronger  currencies.  I  think  the 
whole  European  currency  fiasco  will 
be  resolved  within  the  year.  Then,  as 
gold  dumping  by  central  banks  eases 
off,  the  strong  underlying  demand 
will  take  over.  Gold  will  surge.       ^ 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
^^H  stocks  sfiow  200  ex- 
w-^V  tremely  vulnerable 
^y  stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath," 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9060 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh.  NY  11793-0926 


VOICE  MAIL 


%  > 


^0-w^ 


^LAST 


A         VOICE  MAIL 
>^*  TELEMARKETING 
«^ALL  PROCESSING 

Tfanstoim  your  PC/XT/AT/386  mlo  3  muHMine  voee  (xo- 
cessmg  command  center  Inlelhgenlly  process  yoo/ 
sales,  inquwes.  tm  messages  Compleie  package 

Mnlti-Une  (voce  soiunom       $995 

SINGLE  LINE  (BigmOulh)  S295 

I0evfcio&ef/0€M  oackage^  avaitsMt 

viSA— MC— AMEX— COO 
FOR  SALES  OR  INFORMATION 

Call:  1-800-947-4884 

CALL   151O)  522-3800  ■  FAX   15101  522-5556 

TALKING  TECHNOLOGY,  INC.  Slr= 

)i25  arsmk;  Ave  .alameda  ca  9t50t    /// 


\PORTABLE  COMPUTERS 


PORTABLE  COMPUTERS 

Texas  Instruments,  IBM,  Toshiba.  NEC, 
many  mo^e.  We  carry  the  top  21  brand 
names  and  sell  by  phone  at  competitive 
prices-  All  major  credit  cards  accepted. 
Terms  available.  Qty  discounts.  Free 
price  quotes  FREE  CATALOGUE 

Call  toll  free  1-800-241-1096 
Penguin  Portables,  Inc. 


BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mamifacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
UlUKire    CaH/Wrlte  for  FREE  KIT: 

'Kfrv         P  O  ^*  4d4-FB 
.    or'  y^    WHmif>flton,  DE  19899 

B    hid  800-321-CORP- 302-652-6532 


U.S.  EXPORTS -JAPAN 

WELL  ESTABLISHED  U.S.  COM- 
PANY (50  YEARS)  WITH  OWN 
OFFICES  IN  TOKYO  &  OSAKA. 
SEEKS  U.S.  MANUFACTURERS 
OF  INDUSTRIAL  PRODUCTS  FOR 
EXPORT  TO  JAPAN.  CONTACT 
ROY  S.  LANGE  TEL:  (212) 
244.5022/FAX:  (212)  564.4107 


National  Public  Company 

First  tirne  ofler  Coin-operaled  hot 
pizza  machines  Worldwide  patents 
FDA  compliance,  UL  listed.  Un- 
limited potential  Tested,  proven 
moneymaker  $5000-$6000  weekly 
cash  earnings  possible  Prime  areas 
available  for  minimum  investment 
Call  Mr.  Alberts  1-800-949-2158 


Receive  Value  Line 
for  only  ^Si  $55 

An  introductory  subscription  to  Ttie  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports  on 

1700  stoclcs  and  tfie  practical  guide  How  to  Invest  in  Common  Slocks.  You  will  also  receive 

analyses  of  about  130  stocks  each  week  for  10  weeks  for^jeS  $55.  Available  only  once  every  t 

years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1993 

(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser's  You 

Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  lips  lor  reducing  your  taxes ' 

complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice  •  24 1 

hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breaking  ta 

law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 

be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 

name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

(Ext  2903-Dept  216L01 )  American  Express,  MasteiCard  or  Visa.  24  hours  a  day, 

^  days  a  week.  30  day  Money-Back  Guarantee.  Altow  4  weeks  for  delivery. 

NY  reskJents  add  sales  tax   Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

7 1 1  3rd  Avenue 
NY.  NY  10017-4064 


COMPUTER  SOFTWARE 


10  Million  Businesses  &  Phone 
Numbers. ..on  one  CD-ROM! 


Frustrated  with  Telephone  Company  Directory  Assis- 
tance? Tired  of  spending  hours  trying  to  locate  a 
company?  Stop  going  in  circles!  With  ttiis  eng  CO- 
ROM  you  can  have  every  business  &  phone 
number  ngtit  on  your  PC  Find  companies  bv  name 
—  even  if  you  don't  know  where  they're  located  Or 
search  bv  phone  number  to  find  the  business 
name  Order  yours  today,  complete  with  a  CD-ROM 
dnve  lor  $995!  That's  right  —  a  "plug  it  in  and  go" 
system  lor  $995'  Call  1-402-593-4595  nowi 

American  Business  Inlormation 

5711  South  S6lh  Circle  •  PO  Boi  27347  •  Omatia,  NE  U1Z7 

Phone:  402-593-4595  •  Fai:  402-331-6681 


EDUCATIONAL  SERVICES 


Earn  YOUR  Degrees!  Hf 

AA,  BBA  &  MBA.  Paralegal.  Ivlark^  !■ 
ing.  Management,  Health  Ca 
Administration,  International  Bui 
ness.  Human  Resources.  Hoit 
study  saves  time,  effort  and  mona  '"^ 
Get  ttie  facts.  Call  (800)  477-225  *IW 
.  Southiern  California  University,  2t  ,i<|i 
Fashiion  Lane-#F,  Tustin  CA  9268Cb  p. 


BOOKS  &  PERIODICALS 


OFF  SHORE  BANKING  GUIDE 


Enjoy  tax  li'oc  banking  in  the 
Cayman  Islands,  or  any  other 
Carihlx-aii  country.  Dirwlory 
includes  addresses  and  phone 
nunil)ers  of  ail  offshore  banks. 

$39.95  check  to  m  Spy  Supply 

TColbyCt.Dppt.FI 
Bedford,  NH  03110  (617)327-7272 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORAT 
Fot  Worti.  Lite  and  Ac»<m 
Ei^tnct  •  No  Cliti 
Atlffltfanct  RM|«trf4 

1-80(M23-3244 

FAX  (310)  471-648 
or  iMMl  MlMtd  rti 
lor  Fro*  Eviluatton 

Pacific  Western  University 

600  N  Stpulvecla  Blvd   Dtpi  IBS  Los  Angttts  CA  900', 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  worlt /life  exp    •  Accredil*^^^ 
(800)  955-8879  (24  hrs.) 

LaSalle  University    ^ 

.  879  Mand«vlll«,  LA  70470-400 


Fbrbes:  Capital  istlbol^ 


FORBES  MARKET 


i 


E 


PRESENTATION  EQUIPMENT 


$72 

Silver  Only 
$6.00 
SaH 


most  advanced  pen  sized 

ser  Pointer       incredible  Low  Price 

FINITER   '       ^- —  O  RLPCC 

.«-     "  Don't  Lose  Their  Attention!  '""  " 

Bnght  red  laser  dot  lets  your  audience  focus  on 

your  topic  and  lets  you  direct  the  presentation. 

Ideal  for  seminars,  classrooms  and  all  presentations. 


55  Oak  Court,  Danville.  CA  94526 
Tel  510-820-1763  Fax  510-820-8738 


800-854-6686  oept. 


BEACH  RESORTS 


ARIlIsrORlCCH.VRLKSTON.SC 

OAWAH 


FREE  ISLAND 
RESORT  GUIDE 

Only  resort  in  the 

world  with  three 

courses  ranked  in 

Golf  Digest's  Top  75! 

Plus,  10  miles  of 

beach,  tennis,  18 

miles  of  bike  trails, 

'  shopping  and  dining. 

Ravenel  Associates. 

;  OF  RYDER  CUP  MATCM"  ~ " 

)0-845-3911Exr.421 


iCELLANEOUS  FOR  SALE 


ESTMENT  GEMSTONES! 
^RANTEED  LIQUIDITY!!! 

y  &  sell  Diamonds  and  all  Precious 
ones.  Free  wholesale  catalog  since 
Member:  Jewelers  Board  of  Trade  & 
xr  of  Commerce. 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-844-3100 


ZATALOG 


\f  business  books  for  sale 
y  the  U.S.  Government.' 

Wriic  w 

Free  Bu.^i^cs!>  Catalog 

U.S.  (iovcrnmcnt  Priming  Office 

Office  i)f  Marketing— Stop  SM 

Washington.  DC  20401 


Information  on 
bes/Market  Classified: 
Linda  Loren 
-620-2440 


PRESENTATION  SERVICES 


Slide 


Quality 
Imagingfrom  Your  Files 

Digital  Output 

•  Slides  •  Overheads 

•  Canon  Color  Lasers 
Photo  Color  Prints 
Pre-Proofs/Scan/7//7g 

-  Short-Run  Color 

12  Hour  Turnaround 

Cairfdr-imo! 

800-232-5411 

404-874-6740 

22  Seventh  St.  •  Atlanta,  GA  30308 


EXECUTIVE  GIFTS 


•  16"  to  22"  models  ore  hond- 
crohed  from  solid  mohogony  with 
hondpointed  moHcings  and  detoils 

•  Over  160  models  in  slock 

•  Pnced  from  $99,50 

•  Sotisfoction  guoronteed 

Call  1-800-950-9944 


TICKETS 


Global  Ticket  Service 

Concerts,  Sports,  Theatre-Nationwide 


Superbowl-lndy-Derby-  Masters-Final  4- 
NBA-NFL- Phantom,  Miss  Saigon-Daytona- 
Big  East,  All  Bowl  Games-College  Football 
Tour  Packages  and  Air  7'  ;kets  Available- 
Amex-Buy-Sell-Since  1971  •  Visa 
Call  800-753-2871 /Fax:  609-795-4939 


BUSINESS  OPPORTUNITIES 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

RO.Box  24426,  Dept.  FG3,  Seattle,  WA  98124 


EXECUTIVE  GIFTS 


^^  Behold 


MAIL  ORDER 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sailed  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing . 
(Sir  Edmund  Hillary:  "1  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

HQey  EnduraUcs  1800338279? 

3525  Seneca  St. ,  West  Seneca,  NY  14224 


Uisii  m  unique  slires  lo  Tnronli,  Uancm 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  vi/ho 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
Information: 


INCLINATOR 


COMPANY     OF 

Dept.  7 
P.O.Box  1557 
Harrisburg,  PA 
17105-1557 


AMERICA 


ORGANIZERS  &  DATA  BANKS 


C1A.SIO    B.O.S.S. 

SF-R20 237.95     SF-R10 209.95 

SF-9300 139.95     SF-8300 99.95 

SF-5300 64.95     SF-4300 46.95 

SHARP    WIZ>VRD 

OZ-9600 CALL     OZ-8600 349.95 


OZ-8200 249.95 

OZ-7420 179.95 

IQ-8200 199.95 

ZQ-5200 119.95 


OZ-8000S 209.95 

10-8400 269.95 

YO-600 157.95 

ZQ-2400  77  95 


montblanc  pens 


IV1E.ISTE.RSTUC1K  SERIES 

149  LARGE  FOUfJTAIN  PEN  (BK) 249.95 

146  MEDIUM  FOUNTAIN  PEN  (BK/BU)  ,199.95 

144  SLIM  FOUNTAIN  PEN  (BK/BU) 159.95 

164  TWIST  BALLPOINT  PEN  (BK/BU) 89.95 

163  TWIST  ROLLERBALL  (BK/BU) 109.95 

ORDER  TOLL  FREE:  800-572-5349 
IN  NY  STATE:  718-634-2220  •  FAX:  718-634-3599 

Satisfaction  Guarantled!  14-Day  Money  Back  Guaran- 
tee (with  prior  approval)  minus  stiipping  S  handling  charges, 
if  returned  in  mint  condition  and  in  original  packaging  with 
unhlled  warrantee  cards  SHIPPING  &  HANDLING  ADDI- 
TIONAL NY  STATE  RESIDENTS  ADD  SALES  TAX 
MHz  ENTtRPRis£,  Corp. 
264  B.  141  Strlet.  Belle  Harbor.  NY  1 1694 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
reUeve  back  pain. 

•  Forward-tilt 
feature 

•Adiu,stable 
neck  rest 

•  Built-in  adjustable 
lumbar  .support 

To  fit  indiiidiials  from  5'2 


up  to  6'6" 


BackSaver  caU  1-800-251-2225 

fax  U  hrs.  1H(II)44,V')()()9 

5.^  leffrev  .\ve..  FME.  Hollistoii.  MX  01746 
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EDITED  BY  THOMAS  JAFFE 


What's  up  at  Affiliated? 

Rhporihrs  Ar  the  Boston  Globe  have 
been  spending  a  lot  of  time  checking 
their  Bloomberg  screen  and  calling 
their  brokers.  The  reason:  Rumors 
have  been  flying  that  $414  million 
(sales)  Affiliated  Publications  Inc., 
which  publishes  the  Globe,  is  about  to 
be  sold. 

On  hopes  of  a  deal,  investors  bid 
Affiliated's  NYSE  stock  up  to  14^2  on 
big  volume  in  mid-January.  Billion- 
aire Edward  (Ned)  Johnson  III,  62, 
whose  family  owns  mutual  funds  gi- 
ant Fidelity  Management  Corp.,  sup- 
posedly was  interested  but  was  re- 
buffed. Also  rumored:  Washington 
Post  Co.  and  A.H.  Belo  Corp.,  pub- 
lisher of  the  Dallas  Morning  News. 

But  no  deal  has  materialized  as  yet, 
and  the  stock  has  backpedaled  to  a 
recent  12. 

Such  rumors  aren't  new,  of  course. 
Trusts  for  the  widely  dispersed  Taylor 
and  Jordan  families  control  Affiliated 
through  their  82%  ownership  of  its  20 
million-odd  Series  B  supervoting 
shares.  (William  O.  Taylor,  60,  is 
Affiliated's  chairman.)  These  trusts 
expire  in  Januaq^  1996.  Another 
prominent  beneficiary  of  a  sale  would 
be  funds  managed  by  Mario  Gabelli; 
these  fiands  own  15%  of  the  roughly 
50  million  Series  A  shares. 

Last  year,  with  the  stock  at  lOVi, 
Streetwalker  asked  Gabelli  &  Co.  ana- 
lyst Salvatore  Muoio  what  Affiliated 
was  worth  (Forbes,  Mar.  16,  1992). 
He  put  its  value,  come  January  1996, 
as  high  as  $24  a  share — that  would  be 
a  26%  compound  annual  growth  rate 
from  today's  $12-a-share  price. 

Muoio  hasn't  changed  his  mind 
about  Affiliated's  long-term  value. 
But  what  if  the  company  were  sold 
today?  On  a  cash  flow  basis — earnings 
before  depreciation,  interest  and  tax- 
es— Affiliated  generated  $74  million 
in  1992.  Muoio's  estimate  for  1993  is 
$85  million.  Although  New  England 
is  only  in  the  early  stages  of  recovery, 
Muoio  thinks  a  buyer  would  be  will- 
ing to  capitalize  that  $85  million  at  a 
minimum  13  times.  This  would  make 
for  at  least  a  $  1 . 1  billion  deal,  or  $  1 6  a 
share — a  30%  premium  to  market. 

Muoio  notes  that  the  basis  on  the 
stock  held  by  the  Taylors  and  Jordans 
is  extremely  low,  so  a  tax-free  stock 
sw;ip  would  make  a  lot  of  sense.  The 
Washington  Post  Co.  (market  value: 


Affiliated's  William  0.  Taylor 
Rumors  of  a  sale  are  flying. 


$2.8  billion)  has  stock  to  trade.  So 
does  Dow  Jones  &  Co.  ($3  billion). 
Stay  tuned. 

Ma  Bellwether.^ 

With  ibm  in  Wall  Street's  doghouse, 
will  AT&T  become  the  stock  market's 
new  bellwetherJ'  "The  market  would 
like  to  find  something  to  replace  IBM 
with,"  says  Gregory  Sawers,  a  tele- 
communications analyst  with  Sanford 
C.  Bernstein  &  Co.  "The  argument 
to  replace  it  with  AT&T  is  that  AT&T  is  a 
global  leader  in  a  growing  high-tech 
business,  is  financially  solid  as  a  rock, 
with  a  large  capitalization.  Those  are 
all  of  the  characteristics  that  IBM  used 
to  have." 

Wrote  Cowan  &  Co.  investment 
strategist  Richard  Hoffman  in  a  re- 
cent report:  "The  market's  shift  in 
symbolic  leadership  from  IBM  to  AT&T 
is  supported  by  the  fact  that  [last  year] 
AT&T  made  the  largest  positive  contri- 
bution to  s&p  500  earnings  per  share, 
while  IBM  made  the  largest  negative 
contribution."  For  the  first  nine 
months  of  1992  AT&T  accounted  for 
42  cents  of  operating  earnings  per 
share  out  of  $23.95  for  the  s&P  500 
companies.  IBM  accounted  for  a  nega- 
tive 33  cents — not  counting  a  64- 
cent-a-share  writeoff. 

Institutional  investors  currently 
own  about  a  third  of  AT&T's  1.34 
billion  shares,  tip  from  23%  at  the  end 
of  1990.  That's  still  far  less  than  the 
typical  s&P  500  company,  where  two- 
thirds  institutional  ownership  is  more 
common.  As  more  and  more  institu- 
tions load  up  on  A'i&  r  shares  as  a  core 
holding  in  their  portfolios,  the  bell- 
wether   effect    could    well    expand 


AT&T's  P/E  from  19  times  trailing 
month   earnings   to   something 
proaching  the  s&P  500  multiple* 
nearly  25. 

At  present,  plent)'  of  analysts 
urging  caution.  Indeed,  last  year  A'#s^^  ? 
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stock  rose  from  36  to  55,  pardy 
cause  of  increased  institutional  int 
est  in  the  shares.  (Recent  price:  53'   ^^^^ 
But  Bernstein's  Sawers  is  a  bull.  Cl   I't 
sidering  AT&T's  global  growth  pi 
pects,  its  current  19  P/E  could  well 
cheap  compared  with  some  of 
outrageous  multiples  that  im'es 
are  paying  for  stocks  of  some  sm 
weaker  companies  these  days. 

-Gary  Sluts: 


Fishing  with  the  Basses 

Beckman  Instruments,  Inc.,  lies 
quartered  in  Fullerton,  Calif,  nii 
diagnostic  products  and   laborat( 
systems  for  biological  analysis, 
tween  1988  and  1991,  earnings 
share  slumped  from  a  record  $  1 .4* 
$1.32  because  of  cuts  in  governmc 
research  spending  and  restructur^cc,  !)t 
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charges  related  to  plant  consoli 
tions  and  layoffs. 

But  $905  million  (estimated  1 
sales)  Beckman  is  making  a  co 
back.     Among     the     reasons,     s; 
NatWest    Securities    analyst    M; 
Conway:  more  sales  by  its  bioanal; 
cal  division  to  private-sector  bioti 
and    pharmaceutical    companies; 
well-received  new  line  of  diagno: 
instruments;  a  leaner  cost  struct 
She  estimates  Beckman  earned  $1. 
a  share  last  year  and  will  earn  $  1 .7 
share  in  1993. 

Note  this:  An  investor  group  le 
the  Bass  family  owns  about  1.5 
lion  Beckman  shares,  or  just  over 
of  the  28.5  million  total  com 
outstanding.  In  a  late  December  SJ 
filing,  the  group  disclosed  it  was-pJ 
suing  "the  possibility  of  cnhan<S 
representation"  on  Beckman's  boar* 
This  has  fueled  speculation  that  tb< 
Basses  arc  looking  to  trigger  Be 
man's  sale.  Recent  nvsh  price  of  Bo 
man's  stock:  2378,  up  over  25%  s: 
late  July. 

Conway  isn't  predicting  a  takeo 
But  she  does  note  that  last  year 
plied  Biosystems,  a  competitor 
Beckman's,  merged  with  Perl 
Elmer  in  a  stock  swap  that  \'al 
Applied  at  about  25  times  its  esti 
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Forbes  ■  March  1,  l^^Bii 


S  irnings  power  in  1993.  On  that 
i2a  ,  analyst  Conway  says  that  Beck- 
'pb  would  be  worth  around  $42  a 
:,  a  75%  premium  over  the  cur- 
market  price. 

isses  or  no,  Conway  likes  the 
on  fundamentals.  But  the  fact 
they  have  taken  a  particular  inter- 
1  Beckman  Instruments,  she  says, 
I't  hurt." 


debunkeir 

cwiK  Stumpp,  Newark,  N.J. -based 
itlarch  director  of  Prudential  Diver- 
d  Investment  Strategies,  helps  al- 
te  over  $12  billion  of  assets.  To 
end,  he  often  examines  so-called 
stment  wisdoms  to  see  if  they 
ally  hold  water.  One  such  con- 
don  Stumpp  recently  examined  is 
notion  that  low  stock  market  vola- 
j  in  year  one  implies  a  bumpy  road 
sar  two.  A  corollary  to  this  postu- 
Complacency  one  year  portends 
)wn  market  the  next, 
iter  looking  at  the  empirical  evi- 
ce,  Stumpp  says  this  particular 
vention  "belongs  on  the  covers  of 
ermarket  tabloids,  next  to  the  El- 
righ  tings." 

tumpp  says  that  in  terms  of  stock 
ket  volatility,  1992  was  the 
rth-lowest  year  since  1926.  But  he 
looked  at  the  ten  lowest-volatility 
rs  since  1926 — in  increasing  order 
novement  they  were  1964,  1958, 
7,  1992,  1944,  1959,  1965, 
)1,  1953,  1977 — and  the  years 
owing  them.  While  Stumpp  found 
volatility  the  following  years 
ded  to  be  higher,  it  was  still  well 
w  the  average  volatility  for  the 
ire  period.  The  single  exception 
1962,  when  the  Cuban  missile 
IS  led  to  a  year  that  was  more 
atile  than  normal. 
Jtumpp  also  debunks  the  corollary 
t  low  rates  o£  return  follow  years 
h  low  volatility.  Again  taking  the 
years  with  the  least  volatility,  he 
nd  that  returns  in  the  following 
rs  ranged  from  minus  15%,  in  the 
73  recession,  to  plus  53%  in  1954, 
owing  the  end  of  the  conflict  in 
rea.  In  short,  there  is  no  such 
relation. 

so  what  does  Stumpp  see  for  1993.> 
he  most  sensible  expectation,"  he 
s,  "is  that  it  will  be  an  average  year 
h  normal  volatility."  ^ 
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Proof  That  Some  Junk  May 
Hum  Out  Quite  Valuable 


Spartan  High 
Income  Fund 


9.40"- 

30-day  Yield' (ended  1/5/93) 


Comfortable  with  the  greater  risks  of  low 
quality  bonds?  Now  may  be  the  time  to  con- 
sider investing  in  Spartan®  High 
Income  Fund. 

•  Built-in  fimd  diversification  can 
reduce  the  risk  of  owning  individual 
bonds. 

•  Fidelity's  Spartan  Approach®  is 
designed  to  maximize  yields  by  mini- 
mizing expenses.^ 

Msit  a  Fidelity  Investor 
Center  or  Call  24  Hours 

1-800-544-8888 


21 .4r- 

1-Yr.  Total  Return' 
(12/31/91-12/31/92) 


22.94'' 

Avg.  Annual  Return' 
(8/29/90-12/31/92) 


Fidenty 


Invesiments' 


CODE:  FORB/SPH/030193 


Minimum  investment:  $10,000.  For  more  complete  information,  including  management  fees  and  transaction 
expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  There  is  a  1% 
redemption  fee  on  shares  held  less  than  270  days.  'Total  returns  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains.  Share  price,  yield  and  return  vary  so  you  may  have  a  gain  or  a  loss  when 
you  sell  your  shares.  ^Transactions  you  make  reduce  your  yield.  Fidelity  Distributors  Corporation. 


For  Business  Travelers,  A  Rare  Chance  To... 

Unearth  Th^Genui 
Of  The  British  Lile^i 

Are  you  a  business  traveler  who  rarely  ventures  out  beyond  your 
^—-j^^f-.    London  hotel  suite  or  corporate  meeting  places? 

Maybe  you  just  don't  know  the  splendor  that  awaits  you... 

Now,  a  special  advertising  feature  in  FORBES  FYI 

called,  "Gems  of  the  British  Isles,"  will  tell  you  about  the 

magnificent  countryside,  storybook  castles,  cozy  pubs  ,  golf 

courses  and  spas  in  England,  Scotland  and  Ireland. 

Make  sure  you  look  for  "Gems  of  the  British  Isles" 
in  your  upcoming  FORBES  FYI. 


-^^yf.KhfSf-*' 


5*<-;jK««.:ifen:£-;. 


^  ^Bh  ^B^W^B^      ^■^■^■^■^r  ^^F   ^B^jA^^^^^^H^^^^^^SI^^M^V^  ^B^Mn^F       ^BiJBMK^^MwiBljjM|^^^y^^i^B^^i^^WB^JM^3P^*^*^^      ^^^^  ^^^^  "^^^CSSS^^? 


g'&'sssssrii 


Land . . .  what  else  can  give  yon  so  much  pleasure  now  and  for  years  to  come? 


nn|he  land  we're  offering  is  far 
■  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     1WK9 
Ft.  Garland,  CO  81 133. 


i 


Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
judged  'he  merits  or  value,  if  any,  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  slalement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitule  approval 
of  the  salt  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Stale  has  in  any  way  passed 
upon  the  rterits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86  1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  rnerits  or  value  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Flonda  AD  20537 
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e  more  things  change . . ." 
< )  years  ago  in  Forbes 

( )M  THF.  ISSUE  ov  Mar.  3,  1923 ) 


chanized  road-building,  early  1920s. 


Lmerican  business  is  approaching 
:  crossroads.  If  things  keep  on  as 

y  are  going,  the  words  on  every- 
e's  tongue  shortly  will   be   'The 

siness  Boom.'  " 

Vhy  all  diis  fliss  over  the  dinlcy  old 
s  of  Tutanldiamen?  Henry  Ford 
ns  out  1,000,000  chariots  a  year, 
y  of  which  has  Tut's  skinned  a  mile . ' ' 


) 


years  ago 

<OM  THE  ISSUE  OF  Mar.  1,  1933) 
)on't  envy  Henry  Ford  these  days, 
hat  with  being  blamed  for  fostering 
)or  troubles  at  Detroit  because  of 


'  Mar.  1, 1933,  Franklin  Roosevelt,  not 
^t  in  office,  had  missed  assassination 
:  faced  spreading  bank  closings. 


his  hard  bargaining  with  suppliers  of 
materials  and  having  his  name 
dragged  by  Michigan's  Governor  into 
the  Detroit  banking  trouble — howev- 
er unjustly — Mr.  Ford  presumably  is  a 
harassed,  unhappy  mortal,  since  he  is, 
like  most  men  of  mammoth  imagina- 
tion, extremely  sensitive." 

"In  February,  Big  Four  cigarette 
prices  took  their  second  plunge  of  the 
year,  bringing  the  wholesale  price  per 
thousand  down  from  $6  to  $5.50. 
.  .  .  A&P  stores  promptly  announced 
retail  prices  of  10  cents  a  pack,  $1  a 
carton;  Safeway  followed,  quotes  car- 
tons at  99  cents." 

"At  least  one  leading  electrical  com- 
pany has  been  experimenting  with  the 
possibilities  of  using  refrigeration- 
heat  as  a  substitute  for  other  methods 
of  domestic  heating.  In  the  winter  of 
1931-1932,  an  occupied  house  was 
successfully  heated  by  taking  cold  air 
from  outdoors,  extracting  heat  from 
it,  and  liberating  that  heat  inside  the 
house." 

50  years  ago 

(From  THE  ISSUE  OF  Mar.  1,  1943) 
"The  democratic  theory  of  food, 
which  has  had  its  first  scientific  mass 
tryout  in  the  American  Army  in  the 
past  two  years,  [seeks  to  fit]  the  food 
to  the  soldier.  Its  dramatic  success  is 
illustrated  in  an  obscure  report  by  the 
Army  nutrition  staff,  which  reveals 
that  the  average  soldier  in  our  new 
Army  is  gaining  6  to  10  pounds  in 
weight  in  his  first  three  months  in 
service." 

"Twenty-five  years  ago,  Kipling's 
description  of  Canada  as  'Our  Lady 
of  the  Snows'  was  appropriate;  today 
'Our  Lady  of  the  Blast  Furnaces' 
would  be  more  fitting.  For  two  wars 
in  a  generation  have  revolutionized 
the  character  of  the  country  in  a  man- 
ner that  could  not  have  occurred  in  a 
century  of  peace." 

25  years  ago 

(From  THE  ISSUE  OF  Mar.  1,  1968) 
"The  results  have  been  spectacular 
for  Anheuser-Busch.  In  an  industry 
whose  overall  growth  has  been  only 
44%  since  1955,  [it]  has  boosted  net 
sales  175%  and  more  than  quadrupled 
earnuigs  per  share.  This  rate  of  sales 


growth  was  almost  double  that  of  its 
biggest  rival,  Milwaukee's  Schlitz 
Brewing  Co.,  and  Anheuser-Busch's 
earnings  growth  was  more  than  five 
times  as  great." 


Gussie  Busch 
used  profits 
from  Anheuser 
Busch's  beer 
business  to 
buy  the  St. 
Louis  Cardinals 
baseball  team 
and  thereby 
kept  it  from 
moving  out 
^      of  town. 


"What  did  AT&T,  Ford,  GE,  Texaco 
and  U.S.  Steel  have  in  common  last 
year.>  IBM  passed  them  all  in  either 
stock  market  value,  profits,  sales  or 
assets." 

10  years  ago 

(From  the  issue  of  Feb.  28,  1983) 
"Boarding  schools  are  snobbish 
places  filled  with  rich  kids  from  bro- 
ken homes,  right.^  Wrong,  says  a  sur- 
vey of  3,000  new  students  at  40 
boarding  schools  across  the  coun- 
try. .  .  .  The  survey  of  a  cross  section 
from  America's  220-odd  boarding 
schools  found  that  nearly  half  the 
students  are  the  first  in  their  families 
to  attend  boarding  school  and  that 
more  than  half  have  gone  to  public 
schools  before.  Three  out  of  four 
come  from  families  where  the  natural 
parents  are  married  and  living  togeth- 
er, and  nearly  half  the  students'  moth- 
ers work  outside  the  home." 

"Could  it  possibly  be  that  bank  trust 
departments  are  becoming  first-rate 
money  managers.^  Last  year  the  median 
investment  return  of  bank  trust  depart- 
ments (24.6%)  topped  that  of  indepen- 
dent investment  counselors  (23.5%) 
for  the  second  year  in  a  row.  That 
hasn't  happened  since  1975."         ^M 
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We  pride  ourselves  on  hdvirig 
become  the  bi£  brother 
amongi  the  nations.  We  have 
the  greatest  national  wealth. 
We  have  the  greatest 
industries,  the£jreatest 
power  plants,  the  greatest 
mines.  We  have  the  greatest 
buildings.  We  have  the 
greatest  international 
banking  houses.  We  have  the 
greatest  population  of 
intelligent,  educated, 
skilled  citizens.  Our  place 
in  the  world  is  unrivaled, 
unchallenged,  and 
unquestioned. 

Well,  how  are  we  using 
our  greatness?  Are  we 
utilizing  our  unmatched 
power,  our  unparalleled 
influence,  as  befits  the 
strongest  member  of  the 
family? 
-B.C.  Forbes 


A  Text... 

Train  up  a  child  in 
the  way  he  should  go: 
and  when  he  is  old, 
he  will  not  depart 
from  it. 
-Proverbs  22:6 


Sent  in  by  Ann  C.  Rios,  Wood- 
bridge,  N.J.  What'syourfavorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Success  didn't  spoil  me;  I've 
always  been  insufferable. 

-Fran  Lebowitz 

It  is  more  from  carelessness 
about  the  truth  than  from 
intentional  lying  that  there 
is  so  much  falsehood  in 
the  world. 
-Samuel  Johnson 

Is  there  really  someone  who, 
searching  for  a  group  of  wise 
and  sensitive  people  to 
regulate  him  for  his  own 
good,  would  choose  that  group 
of  people  who  constitute  the 
membership  of  both  houses 
of  Congress? 
-Robert  Nozick 

Courtship  brings  out  the  best. 
Marriage  brings  out  the  rest. 

-CULLEN  HiGHTOWER 

No  one  hates  his  body. 

-St.  Augustine 


Of  all  discriminations — 
Decry  them  as  you  will — 

The  ultimate  is  love: 
Forever  or  until? 

-Art  Buck 

One  out  of  four  people  in 
this  country  is  mentally 
unbalanced.  Think  of  your 
three  closest  friends;  if  they 
seem  OK,  then  you're  the  one. 
-Ann  Landers 

Man  must  sit  in  chair 
with  mouth  open  for  very 
long  time  before  roast 
duck  fly  in. 

-Chinese  proverb 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59. &0  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Man  is  an  exception,  whatever 
else  he  is.  If  it  is  not  true 
that  a  divine  being  fell, 
then  we  can  only  say  that 
one  of  the  animals  went 
entirely  off  its  head. 
-G.K.  Chesterton 

A  treasure  is  to  be  valued 
for  its  own  sake  and  not 
for  what  it  will  buy. 
-Graham  Greene 

I've  been  on  a  constant  diet 
for  the  last  two  decades. 
I've  lost  a  total  of  789 
pounds.  By  all  accounts,  I 
should  be  hanging  from  a 
charm  bracelet. 
-Erma  Bombeck 

A  calamity  that  affects 
everyone  is  only  half 
a  calamity. 

-Italian  proverb 

Shower  on  him  every  blessing, 
drown  him  in  a  sea  of 
happiness,  give  him  economic 
prosperity  such  that  he 
should  have  nothing  else  to 
do  but  sleep,  eat  cakes,  and 
busy  himself  with  the 
continuation  of  the  species, 
and  even  then,  out  of  sheer 
ingratitude,  sheer  spite, 
man  would  play  you  some 
nasty  trick. 
-Fyodor  Dostoyevski 

Dreams  and  beasts  are  two 
keys  by  which  we  find  out 
the  keys  of  our  own  nature. 
-Ralph  Waldo  Emerson 

I've  never  had  any  pity 
for  conceited  people,  because 
I  think  they  carry  their 
comfort  about  with  them. 

-George  Eliot 

Wise  people  may  say  what 
they  will,  but  one  passion 
is  never  cured  by  another. 
-Lord  Chestkreield 
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We  believe  a  hank  should  he  huilt  like  a  ship, 
strong  enough  to  weather  the  worst  storm. 


'- 1 


xlt  Republic  National  Bank,  we've  struc- 
tured ourselves  to  stay^  afloat  in  a  turbu- 
lent economy. 

Focused  on  protecting  our  client's  funds 
whatever  the  state  of  the  economy,  we've 
built  a  stalwart  bank  with  a  policy  of 
strong  capitalization,  superior  liquidity, 
diversification,  and  profitability. 

In  today's  rough  economic  climate, 
we've  stayed  our  course  to  keep  Repubic 
strong.  As  noted  by  Montgomery  Securi- 
ties: "Republic  is  a  paragon  of  strength. 
They  manage  their  company  as  though 
there  were  no  deposit  insurance,  no 


safety  net,  or  regulators  Their  depositors 
demand  it  and  Republic  delivers  it!' 

For  more  information  about  Republic 
National  Bank  of  New  York,  write  for  our 
latest  Quarterly  Report  to:  Information 
Center,  Republic  National  Bank  of  New 
York,  Fifth  Avenue  at  40th  Street,  New 
York,  NY  10018.  Or  call  (212)  221-6056. 
Outside  New  York  City  (800)  REPIJBUC. 


REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


From  aic  colUciIon  of  Krpublk  Nalittnal  Bank  of  Nrw York,  t  Hrpubllc  Nath>ful  Bulk  oflSrw  Vork  1993- 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  ZURICH  •  II  ( ■  ANO  •  LUXEMBOURG  'PARIS  •  MONTE  C:ARL0  •  GIBRALTAR 
MILAN  •  GUERNSEY  •  BEIRUT  •  MIAMI  •  LOS  ANGELES  •  BEVERLY  H1LL.S  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE  •  HONG  KON 
TAIPEI  -JAKARTA  •  BEIJING  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  •  RIO  DE  JANEIR(  ^ 


Johnny  Miller  talks  about  I  g  t^trJha. 


^^1 


"One  of  the  things  I  especially  like 
about  my  Big  Bertha  Driver  is  it's 
a  kick  to  use.  My  accuracy  is  as- 
tounding; the  feel  is  always  good 
and  solid.  Big  Bertha  makes  golf 
more  enjoyable  for  me." 

On  improving  your  game. 

"Most  things  you  have  to  do  to 
improve  your  game  are  hard  — 
practice  until  your  arms  ache.  But 
one  thing  you  can  do  to  improve 
your  game  is  easy  —  get  your 
hands  on  a  Big  Bertha  Driver.  My 
son  Todd  is  12  years  old 
and  a  heckuva  golfer; 
he's  won  plenty  of 
junior  tourna- 
ments. But  when 
he  started  using 
his  Big  Bertha 
Driver  and  7  Wood,  it 
made  a  big  improve- 
ment in  his  game. 
He's  getting  farther 
down  the  fairway  and 
closer  to  the  center. 
No  matter  what  level 
of  golf  you  play,  I 
think  Big  Bertha  will 


"Physics  makes 
it  fun." 


/Ill 


^ 


make  it  easier  for  you  to  play  well 
and  enjoy  your  game  more." 

On  buying  the  original. 

"You'll  always  know  if  you've  got 
a  real,  original  Big  Bertha,  because 
only  Callaway  takes  off  the  hosel 
and  bores  the  shaft  clear  through 
the  soleplate.  Despite  all  the  knock- 
offs  and  imitations,  no  other  club 
looks  like  it  and  no  other  club  hits 
like  it." 

On  what  friends  are  for. 

"If  you're  a  serious  golfer,  the 
chances  are  good  —  very  good  — 
that  someone  you  know  already 
has  a  Big  Bertha.  Ask  them  to  let 
you  try  it.  Because  nothing  I  can 
say  will  ever  equal  what  you  can 
feel  with  just  a  few  hits." 

On  the  Big  Bertha  7  Wood. 

"Next  time  you're  at  your  favorite 
golf  shop,  ask  to  see  the  Big  Bertha 
7  Wood.  I  can  hit  shots  with  this 
club  I  never  dreamed  of  hitting 
before  —  I'm  convinced  it's  the 
most  versatile  single  golf  club  I've 
ever  used.  Every  golfer  should 
have  one." 


GOLF  ^ 


YOU  CAN'T  ARGUE  WITH  PHYSICS® 

2285  Rutherford  Road,  Carlsbad,  CA  92008 

(800)  228-2767 

In  California,  call  (619)  931-1771 
In  Canada,  call  (604)  598-4114 

Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 
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YOU  HAVE  A  HEART,  A  MIND  ANDN! 


Take  a  five-speed  stick,  alloy  wheels  and  the  usual  per- 
formance options  and  you  can  build  yourself  a  sports  sedan. 
But  it  won't  be  a  Saab  9000  CSE.  Not  without  the  three  ingre- 
dients that  make  a  Saab  a  Saab. 

The  heart  of  every  Saab  is  its 
rally  heritage,  a  thirty-year  tradition  of 
competition-bred  performance  reflected  today  in  the  9000  CSE. 

*WITH  AVAILABLE  2.3-UTER  TURBOCHARGED  ENGINE.  ©  1992  SAAB  CARS  USA,  INC. 


With  a  200-horsepower  engine*  and  a  25%  stiffer  chassi 
9000  CSE  is  the  most  spirited  and  agile  Saab  ever  built. 
Its  mind  is  the  9000  CSE's  enlightened  use  of  inf 

tion.  Performance  data  is  scrutinized  by  an  advanced  eleci . 

I 

engine-management  system,  computerized  anti-lock  b  | 
and  Saab's  traction  control  system.*  The  9000  CSE  dcJ 
just  follow  the  roadways.  It  thinks  its  way  along  them. 
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NSCIENCE.  SO  SHOULD  YOUR  CAR. 


Its  conscience  lies  in  Saab's  comprehensive  approach  to 
/  and  the  environment.  A  reinforced  passenger  compart- 

offers  side-impact  protection  years  ahead  of  government 
lards,  interior  air  filters  prevent  pollen  and  dust  particles 

entering  the  car  And  Saab's  new  CFC-free  air-condition- 
^stem  helps  protect  the  atmosphere  outside  the  car 

Heart,  mind  and  conscience:  Mix  these  elements  in  proper 


proportion  and  you  get  a  well-rounded  human  being.  Or  one 
of  the  most  perfectly  balanced  sports  sedans  you  can  buy. 

See  for  yourself  through  a  9000  CSE  test  drive  at  a  Saab 
dealer  near  you.  Or,  for  more  information,  call  1-800-582-SAAB. 
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Since  1980  Justice's  payroll  has 
swelled  from  53,400  to  nearly  98,000 
Any  bets  how  big  it  will  be  under 
Clinton— 100,000?  110,000?  More? 

^amm  9i 


Herbalife,  whose  pills  are 
supposed  to  make  people  feel 
better,  is  really  a  pyramid. 
^^^  46 
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Time  To  Slim  Down 

By  Janet  Novack 

If  President  Clinton  is  serious  about 
cutting  federal  spending,  he  should 
tell  his  new  Attorney  General  desig- 
nate to  start  with  Justice,  Washing- 
ton's fastest-growing  and  most  dupli- 
cative bureaucracy. 

Herbalife's  Snake  Oil  46 

By  Dana  Wechsler  Linden  and  William  Stern 
Watch  your  wallets.  Mark  Hughes  is 
back  with  his  Herbalife  pyramid. 

Why  The  Deficit  Is 

The  Wrong  Number  79 

By  Peter  Brimelow 

What  penalizes  the  economy  is  not 
the  deficit  but  the  government's  share 
of  national  output. 

Careers: 

From  Penniless  Single  Mother 

To  Brokerage  Magnate  140 

By  Gretchen  Mcgenson 

Instead  of  whining  about  the  lack  of 
opportunities  for  women  in  the  bro- 
kerage business,  Judy  Resnick  started 
her  own  firm. 

An  All-Weather  Bond  Fund         152 

By  Mary  Beth  Grover 

Pimco's  William  Gross  has  delivered 

equity-like  returns  from  bonds. 


Statistical  Spotlight: 

Opportunities  In 

Software  Stocks  154 

By  Eric  Hardy  and  Robert  Rosenstein 
If  you  want  a  piece  of  the  rapidly 
growing  software  industr>%  you  don't 
have  to  buy  a  big  name  like  Microsoft 
or  Novell. 


COMPANIES/INDOSTRIES 


48 


Anheuser-Busch 

By  Norm  Alster 

If  Anheuser-Busch  heir  James  Orth- 
wein  moves  his  football  team  out  of 
New  England,  he  might  hurt  the  fam- 
ily company.  If  he  doesn't,  he  could 
hurt  himself. 

Coal  50 

By  Marcia  Berss 

Foreigners  have  been  big  buyers  of 
U.S.  coal  properties.  What  do  the 
buyers  know  that  the  sellers  don't? 

Burlington  Northern  51 

By  Phyllis  Berman  and  Roula  Khalaf 
In  the  face  of  disappointing  showings, 
BN's  Jerry  Grinstein  has  held  on  to  his 
job.  How  much  longer? 

Ford  Motor  54 

By  Steve  Kichen 

Ford  is  again  betting  big  money  that  it 
can  build  the  same  car  around  the 
world,  and  make  money  on  it. 


Checkpoint  Systems  6(  S 

BySethLubove  leMi 

Checkpoint  Systems'  founder  Tec  [M 
Wolf  decided  he'd  made  a  big  mistak(  lyJonoH 
in  choosing  his  successor.  But  firing  ^akint 
him  has  not  solved  Wolf's  problems,  pecuh 

nereis: 
Musidand  6( 

By  Christopher  Palmeri  [he Ft 

Jack  Eugster,  who  has  made  Music Iflaitr 
land  by  far  the  nation's  largest  recon 
retailer,  has  his  eye  on  bigger  things 
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Brunswick  Corp. 

By  Gary  Slutsker 

Good  news:  A  lagging  economic  indi 
cater  is  finally  turning  up  again.         tThelt 

nifF( 
Rally's  74WillS 

By  Claire  Poole  "Diridt 

This    high-flying    hamburger   chair 
may  owe  much  of  its  success  to  over^Strwh 
zealous  cost-cutting. 

Up  &  Comers: 
K-Tel  International 

By  Christopher  Palmeri 
It's  had  its  ups  and  downs.  Nowit'i'T" 
on  a  roll,  thanks  to  the  Europeans 
love  of  American  gadgets. 

Up  &  Comers: 

Beach  Patrol  IK 

By  Elizabeth  Comte 

Demonstrating   underwater  surN'ivatiltiniti 
gear  nearly  killed  Brian  Zientek,  Im 
that  turned  out  to  be  pretty  taim 
compared  with  designing  swimsuii 
for  young  women. 
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PC  addiction  is  iilte  drugs. 
To  support  tlieir  liabit, 
geelts  deal  to  otiiers,  becom- 
ing pusliers  encouraging 
otiiers  to  become  addicts. 
120 


it's  sort  of 
lilte  blackjacic, 
oniy  100  times 
better,  says 
Wiiiiam  Gross. 
■i^    152 


She  was  almost  brolte,  with  two  teenage 
daughters  to  support.  But  she  had  motivation— 
and  she  never  looked  back. 
^^H   140 


MARKETING 


lie  Money  Men: 

L  Man  For  All  Seasons?  108 

yJohn  H.Taylor 

/taking  76%  a  year  by  betting  on 
peculative,  expensive  stocks  in  an 
ncreasingly  speculative  market. 
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Madison  Avenue 

By  Joshua  Levine 

Fast  change  means  that  giant,  inte- 
grated agencies  face  a  difficult  future. 


COMPUTERS/COMMUNICATIONS 


120 


Phe  Funds: 

Equity  Strategies  Fund  153 

ly  Jason  Zweig 

Don't  fret  over  the  strange  trading 
)etween  Marty  Whitman's  two  funds. 
The  crafty  money  manager  is  simply 
aving  taxes  for  his  investors. 


The  Geek  Syndrome 

By  David  C.  Churbuck 

There  are  ordinary  personal  computer 
users,  serious  users  and  users  who  go 
off  the  deep  end.  Also:  Commentary 
by  Joseph  R.  Garber. 


SCIENCE  &  TECHNOLOGY 


126 


rhe  Forbes  Index 
rhe  Forbes/Barra 
Vail  Street  Review 
Kvidends  Review 


44 

149 
150 


Streetwalker  166 

?fizer;  Norfolk  Southern;  Safeway; 
jlobal  Natural  Resources  Inc.  and 
Phoenix  Resource  Cos. 


Low-Calorie  Lighting 

By  Andrew  Tanzer  and  Neil  Weinberg 
Subsidies  for  energy  conservation  are 
going  into  a  few  lucky  pockets,  in- 
cluding those  of  a  persistent  entrepre- 
neur named  Peter  Shen.  Also:  Com- 
mentary by  Peter  Huber. 


PERSONAL  AFFAIRS 


130 


LAW  AND  ISSUES 


96 


*Collective  Lunacy" 

3y  Damon  Darlin    ^ 

f  the  public  would  stop  believing  that 
rhe  federal  government  can  fix  every- 
thing, perhaps  government  spending 
could  be  brought  under  control. 

lumbers  Game:  Loophole,  Inc.  106 

3y  Roula  Klialaf 

Can  you  build  a  big  business  on  a 
egulatory  loophole?  Michael  Gold- 
berg is  trying. 
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Skiing  In  The  Caucasus 

By  Craig  Mellow 

For  spontaneous  guitar  music,  ski  in- 
structors who  spout  about  Pushkin, 
and  uncrowded  slopes,  get  to  Mount 
Elbrus  before  it  turns  into  another 
Saint  Moritz. 

Collectors: 

Jigsaw  Puzzles  134 

By  Christie  Brown 

Jigsaw  puzzles  make  good  collect- 
ibles. Beware  missing  pieces. 
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A  suite  at  The  Fairmont  has  always 
been  considered  the  standard  of  luxury  in 
business  travel. 

Indeed,  there  was  a  time  when  it  was  a 
luxury  afforded  to  only  the  very  few.  Or,  the 
Very  Important.  Like  Presidents.  Royalty. 
And  even  the  occasional  Pope. 


President  William  H.  Tak  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 
As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
influence  to  get  a  suite  at  the  Fairmont 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in 
open  doors  at  The  Fairmont.  You  simply 
need  to  register  in  our  President's  Club. 

Every  time  you  check  into  a  Fairmont, 
you  will  automatically  be  upgraded  to  a  suite,  J 

when  one  is  available, 
at  no  extra  chaise. 
What's  more,  you'll  enjoy 
guaranteed  room  availability  whenever  you  make  your  reserva- 
tions at  least  48  hours  in  advance— even  when  a  city  is  sold  out 
As  well  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
AAd vantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 
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ERICAS  GRAND  HOTELS,  SINCE  1907 


Chicago 

n65 


Dallas 

^125 


New  Orleans 

m9 


San  Francisco 

H65 


San  Jose/Silicon  Valley 


President's  Club  benefits  apply  at  the  publi>hed  National  Corporate  rate  above,  rack  or  weekend  rates.  Rates  subject  to  availabilit\-.  American  Airlines  reser\es  the  right  to  change  the  AAdvantage  program  at  anv  time  witho 

American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines.  Inc. 
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Big  bfother  is  looking  aftei*  you 

Will  you  sleep  safer  in  your  bed  tonight  knowing  that: 

It  is  a  federal  crime  to  take  false  teeth  across  state  boundaric 
without  the  approval  of  a  local  dentist? 

The  federal  government  will  prosecute  people  who  reproduce  th<  t 
image  of  Smokey  the  Bear  without  permission? 

The  feds  have  been  known  to  go  after  someone  for  lying  to  avoi( 
paying  fines  for  parking  violations? 

Janet  Novack  learned  that  these  are  just  a  few  of  the  lengths  you 
federal  government  will  travel  in  its 
passion  to  protect  you  from  real  and 
imagined  dangers.  Whereas  the 
Founding  Fathers  defined  3  crimes  as 
requiring  the  attention  of  the  federal 
government,  Novack  discovered, 
their  successors  have  defined  an  addi- 
tional 3,000.  Is  it  any  wonder  the 
Justice  Department  is  Washington's 
fastest-growing  bureaucracy?  No- 
vack's  account  of  bloat  and  meddling, 
"How  about  a  little  restructuring?" 
begins  on  page  91 .  Janet  Novack 

While  Novack  focuses  on  the  mi-      ^^^M 
crocosm  of  big  government,  Peter 

Brimelow  focuses  on  the  macrocosm.  Refuting  the  myth  that  th 
federal  deficit  is  our  biggest  economic  problem — a  myth  Presiden 
Clinton  seems  to  accept  uncritically — Brimelow  fingers  the  re; 
villain  for  our  sluggish  economy:  government's  urge  to  grab  large 
and  larger  shares  of  the  national  income.  "Why  the  deficit  is  th(| 
wrong  number"  starts  on  page  79. 

Forbes  readers  may  recall  James  Q.  Wilson  for  his  excellent  essay 
entitled  "The  contradictions  of  an  advanced  capitalist  state,"  in  ou 
75th  Anniversary'  issue  (Sept.  14,  1992).  Professor  Wilson  has  als( 
written  a  fine  book,  Bureaucracy.  In  it  he  argues  that  the  constan 
growth  in  government  is  an  inevitable  consequence  of  the  public' 
almost  religious  faith  in  government's  responsibility  to  fix  all  the  ill 
that  afflict  mankind.  Damon  Darlin  interviewed  Wilson  for  "Collec 
tive  lunacy,"  on  page  96. 

Heat-seeking  geeks 

Where  do  reporters  get  their  best  ideas?  Sometimes  from  persons 
experience.  David  Churbuck,  our  Massachusetts-based  computcr/j 
communications  writer,  began  to  get  an  uneasy  feeling  reccntUj 
Were  computers  and  related  gadgets  taking  over  his  life?  He'd  fiiiisl 
a  day's  reporting  for  Forbes  and  immerse  himself  in  one  of  his  foul 
computers,  his  650-megabytc  magneto-optical  rewritable  drive  anc 
his  fax  modem  with  optical  character  recognition.  Churbuck  ws 
showing  symptoms  of  Geek  Syndrome.  That  realization  got  him  tc 
investigate  the  disease.  How  many  have  it?  How  do  you  kno 
whether  you  have  turned  into  a  heat-seeking  geek?  (If  you  spend  aj 
much  as  12  hours  a  day  hunched  ewer  a  computer,  you  probablj 
have.)  For  more  on  computer  addiction  and  its  symptoms,  sc^ 
"Superduperitis,"  page  120. 
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Doing  certain  things  with  your  eyes 


Truth  is,  we  are  simply  business 


closed  can  be  quite  impressive.  Performing  a  people  who  understand  that  the  shortest 

high  wire  act,  for  instance.  Business,  how-  distance  between  two  points  is  a  straight 

ever,  is  an  entirely  different  matter.  line.  Opening  our  eyes  to  evolving  manage- 

We  believe  that  a  financial  services  ment  techniques  and  the  latest  efficiencies 

company  can  only  spot  opportunities  with  its  that  technology  offers  has  put  us  on  that  line. 


eyes  open.  Yet  to  our  surprise,  this  rather 


Keeping  our  eyes  open  will  take 


straightforward,  common-sense  way  of  think-      us  into  the  future.  If  some  call  that  being 


I    ing  has  led  many  to  consider  us  innovative.        visionary,  hey,  who  are  we  to  argue? 


1  m 


M    1^^ 


»?*»■* 


#^"    ^ii 


#• 


Con  spc  c  o 


c 


.V.-JiV- 


.•'.=^/.*^, 


>*>?-:3iV% 


-■>v. 


*5^' 


/•j:: 


^itTn;V 


INTEGRATED  SAFETY  SYSTEMS:  DUAL  AIR  BAGS  •  TRACTION  CONTROL  •  ABS  m 


UNTIL  NOW,  SOME  FELT  THEIR  FAMILY  WAS  SAFER  IN  A  LUXURY  IMPORT 

CHANGE 

The  Cadillac  Seville  STS  is  engineered  to  help  protect  you  and  your  family  with  Traction  Control 

IS  MILLISECONDS  ^^Pl^ 

and  Anti-lock  Braking  Systems  that  monitor  changing  driving       Rl^      #^ 

AWAY  ^J^J 

conditions  every  10  milliseconds  and  respond  immediately      ■HMiPHiHI 

Dual  air  bags  provide  state-of-the-art 
protection  with  the  safety  belt  system. 

And  the  Seville  STS  is  ahead  of  its  time,  with  structural  integrity  that  exceeds 


the  federal  side-impact  standards  of  model  year  1997. 

CADILLAC  SAFETY  TECHNOLOGY 

CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


:CEEDS  1997  MODEL  YEAR  FEDERAL  SIDE-IMPACT  STANDARDS    CALL  1-800-333-4CAD 
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Kentucky  crackdown 

Thirteen  months  ago  Forbes  cast  a 
wary  eye  on  Kentucky  Central  Life 
Insurance  Co.  (Dec.  23,  1991).  Non- 
performing  real  estate  loans  and  fore- 
closed real  estate  were  growing  at  an 
alarming  rate;  the  company's  credit 
rating  was  lowered  twice  in  six 
months.  The  insurer  also  had  a  dis- 
turbing pattern  of  making  dubious 
loans  to  former  agents  and  individuals 
with  ties  to  management. 

The  blowup  came  last  month, 
when  Kentuck)^  Insurance  Commis- 
sioner Don  Stephens  took  control  of 
the  $1.8  billion  (assets)  company. 
Stephens  appointed  insurance  depart- 
ment veteran  Windell  Clark  to  replace 
Kentuck)^  Central  Chairman  W.E. 
(Bud)  Burnett  Jr.,  who  resigned.  To 
stanch  a  flood  of  requests  by  policy- 
holders to  cash  in  their  policies,  Ste- 
phens imposed  a  six-month  moratori- 
um on  policyholder  withdrawals. 

Stephens'  action  came  the  day  after 
California's  insurance  commissioner, 
John  Garamendi,  ordered  Kentucky 
Central  to  stop  writing  new  business  in 
the  state.  California  regulators  had 
concluded  the  company  needed  to 
bolster  reser\'es  by  at  least  $60  million 
to  cover  potential  losses  on  real  estate. 

On  Wall  Street,  Kentucky  Central's 
stock  was  recendy  at  3,  down  from  its 
52-week  high  of  lO.-JOHN  H.  Taylor 

Smoothei*  sailing  ahead? 

The  cruise  industry  enjoyed  quite  a 
party  in  the  1980s.  By  late  1990, 
however,  capacity  additions  were  out- 
stripping growth  in  passenger  vol- 
umes. Discounting  was  rampant.  Ted 
Arison,  the  majority  owner  of  Carni- 
val Cruise  Lines,  Inc.,  had  seen  the 
value  of  his  stake  drop  about  $1.2 
billion,  to  $1.3  billion,  in  just  six 
months.  To  Forbes  it  seemed  the 
industry  was  in  for  more  rough  weath- 
er (Dec.  10,  1990). 

Turns  out  the  storm  wasn't  nearly 
as  bad  as  we  thought.  Although  Car- 
nival's revenues  were  essentially  flat 
last  year,  at  $1.47  billion,  net  income 
grew  11%,  to  a  record  $282  million. 
Carnival's  stock  was  recently  at  34y8, 
up  from  13  in  late  1990.  Value  of 
Arison's  stake  today:  over  $3  billion. 

At  North  America's  second -largest 
operator,  Royal  Caribbean  Cruises 
Ltd.,  revenues  jumped  32%  last  year, 


to  $1  billion.  Earnings  hit  a  recori 
$61    million.    Currently   owned    bi 
Chicago's  Pritzker  family  and  Eun 
pean  investors.  Royal  Caribbean 
expected  to  announce  a  public  ofi^er-j 
ing  soon.  Even  though  the  companjg 
has  long-term  debt  of  around  $1  bil 
lion  against  tangible  equit}^  of  just  $9: 


Floating  hotels  at  thie  port  of  Miami 

More  vessels  are  on  the  drawing  board. 


million.  Chairman  Richard  Fain  sayi 
it  wasn't  a  problem  arranging  financ 
ing  for  a  recently  announced  plan  t 
build  up  to  three  new  vessels,  at  a  cost] 
of  as  much  as  $1  billion. 

Will  the  new  ships  bring  on  a  ne\\ij 
wave  of  discounting.'   Fain  doesn't 
think  so.  "The  growth  in  capacit)'  i 
the  coming  years  will  certainly  be  a  lo 
slower  than  the  growth  in  deman 
over  the  last  few  years,"  he  predicts. 


Smart  TV 

A  YEAR  AND  A  HALF  ago  FORBES  off'erecj 

a  glimpse  of  the  future  of  home  elec 
tronics — the  smart  TV,  a  machin4 
born  of  the  convergence  of  television! 
sets  and  computers  (Oct.  14,  1991)!i 
Utilizing  the  digital  language  of  com- 
puters, smart  TVs  would  display  im-» 
ages  of  near  high-definition  quality 
and  would  have  a  rich  interactive  di- 
mension akin  to  desktop  computers. 

The  big  question:  Would  U.S.. in- 
dustry press  its  advantage  in  comput 
ers  and  digital  technology  to  win  back 
a  large  chunk  of  the  home  entertain- 
ment market  from  the  Japanese? 

One  promising  sign  came  fro 
Frox,  Inc.,  a  Silicon  Valley  startu] 
backed  by  European  investors.  Fro: 
had  developed  a  smart  IV  that  com 
bined  a  computer  workstation,  cus 
tom  microchips  and  Frox-dcsignr 
software.  But  Frox  stumbled  a.s  m 
chief  executive,  Austin  Vanchicn 
tried  to  make  the  system  too  compii  \ 
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started  its  800  service  in  1967 


Sprint  started  its  800  service  in  1987 


But  who  feels  confident  enoui 


I 


When  it  comes  right  down  to  it,  only  one  company — Sprint— is  secure  enough  to  make  the  following  proniiseii 
1 1 1  ^     If  you're  not  satisfied  with  our  800  service  after  your  first  90  days,  we'll  give  you  your  money  back.  Not  just 
your  monthly  service  charge,  but  every  penny  you've  spent  on  800  service  with  us  for  the  last  thrci^  months,  uj )  n 
$50,000.  Guaranteed. 

It's  called  the  Sprint  Secure  Satisfaction  Guarantee,"*  and  it  would  be  newsworthy  enough  if  it  was  Sprint's  only 
commitment  to  its  800  customers.  But  it's  not.  Because  Sprint  adds  a  second  level  of  protection  with  a  service  resUw-al  guanu  U(  > 

If  you  can't  receive  calls  on  your  Sprint  800  number,  the  Sprint  Secure  Ser-vic-e  Guarantee"  promises  that  we'll 
reroute  your  calls  to  an  established  location  of  your  choice  within  30  minutes.  Period. 


^^ 


h  offer  a  money-back  guarantee? 


Which  means  that,  with  Sprint,  you  get  more  than  an  800  number.  You  get  Sprint's  quick  response  and  quality 
service  in  crucial  situations.  The  flexibility  to  choose  your  own  rerouting  options.  The  assurance  that  you'll  quickly  be  back 
n  business.  And  the  protection  of  not  one  but  two  Sprint  Secure*  guarantees. 

If  you'd  like  to  benefit  from  the  quality  and  reliability  of  Sprinfs  800  services,  give  us  a  call.  Meanwhile,  should  any 
ong-distance  carrier  feel  their  service  to  be  as  trustworthy  as  ours,  we  make  the  following 
polite  suggestion: 

Put  your  money  where  your  800  service  is. 
For  the  perfect  800  service,  guaranteed,  follow  Sprlntf  CaU  1-800-827-4800. 

JUier  conditions  apply  Satisfaction  Guarantee:  New  800  customers  only  Service  Guarantee  Monthly  service  chai^  refunded  for  delaiyB  longer  than  30  minutes. 
Ml  trademarks  arc  propertj-  of  their  respective  owners.  ©  1983  Sprint  Commimlcatlons  Company  L.E 
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This  iinnonncement  is  neitht 
by  the  Prospectus, 

only  from  s> 
NFAV  ISSUE 


buy  any  of  these  securities.  The  offering  is  made  only 
in  which  this  announcement  is  circulated 
undersigned  as  may  legally  offer  these  securities  in  such  State. 

February  3,  1993 


$2,015,000,000 


tjS  corporation 

52,000,000  Shares 

Common  Stock 

($1.00  par  value) 


Price  $38.75  Per  Share 


Global  Coordinator  of  the  Offerings 
CS  First  Boston  Group 


United  States  Offering 

41,860,000  Shares 


The  First  Boston  Corporation 

Merrill  Lynch  &  Co. 

Morgan  Stanley  &  Co. 

Incorporated 

Lehman  Brothers  Salomon  Brothers  Inc 

J.P.  Morgan  Securities  Inc. 
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Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

S.G.  Warburg  Securities       Bear,  Stearns  &  Co.  Inc.       Sanford  C.  Bernstein  &  Co.,  Inc.       Alex.  Brown  &  Sons 

Incorporated 

BT  Securities  Corporation  Credit  Lyonnais  Securities  (USA)  Inc.  Daiwa  Securities  America  Inc. 


Dillon,  Read  &  Co.  Inc. 

Goldman,  Sachs  &  Co. 

Montgomery  Securities 

RBC  Dominion  Securities  Corporation 

SBCI  Swiss  Bank  Corporation 

Investment  banking 

Dean  Witter  Reynolds  Inc. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Invemed  Associates,  Inc. 


A.  G.  Edwards  &  Sons,  Inc.  Furman  Selz 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Fr^res  &  Co. 

Incorporated 

Oppenheimer  &  Co.,  Inc.  Prudential  Securities  Incorporated 

ScotiaMcLeod  (USA)  Inc.  Soci6t6  G6n6rale 

Securities  Corporation 

UBS  Securities  Inc.  Wertheim  Schroder  &  Co. 

Incorporated 

Wood  Gundy  Corp.  Allen  &  Company 

Incorporated 


International  Offering 

10,140,000  Shares 


Credit  Suisse  First  Boston  Limited 
Merrill  Lynch  International  Limited  Morgan  Stanley  International 

Salomon  Brothers  International  Limited      Swiss  Bank  Corporation      S.G.  Warburg  Securities 


Dresdner  Bank 

AktienKeNpllNchnlt 

Cazenove  &  Co. 


ABN  AMRO  Bank  N.V.  Credit  Lyonnais  Securities  Daiwa  Europe  Limited 

UBS  Phillips  &  Drew  Securities  Limited  Barclays  de  Zoete  Wedd  Limited 

Commerzbank  Aktiengesellschaft  Kleinwort  Benson  Limited  NatWest  Securities  Limited 

Nikko  Europe  pic  Paribas  Capital  Markets  Soci6t6  G6n6rale 


Last  July  Frox's  backers  forced 
anchieri  out.  In  came  Michael 
Vatts,  a  turnaround  specialist.  Watts 
scently  launched  a  revamped  ma- 
hine,  and  says  he  hopes  to  reach 
ireak-even  by  year-end.  But  the 
•roduct  won't  appeal  to  the  average 
ouch  potato:  Installations  are  run- 
ling  anywhere  from  $25,000  to 
100,000,  says  Watts,  depending  on 
he  number  of  rooms  involved  and 
)ther  factors. 

Watts  has  a  theory  about  why  PCs 
laven't  yet  been  as  big  a  hit  in  the 
lome  as  in  the  office.  "We  think  the 
dller  application  for  home  computers 
las  to  do  with  information  and  enter- 
ainment,"  says  he,  "not  so  much 
preadsheets  and  word  processors." 

Sam  and  Libby  try  again 

>AM  AND  LiBBY  EDELMAN    (Apr.    13, 

1992)  left  their  jobs  at  a  trendy  San 
?rancisco  retailer  in  1987  to  launch  a 
ine  of  shoes  inspired  by  the  ballet 
ilipper.  Gusher!  In  1991  their  Cali- 
brnia-based  Sam  &  Libby,  Inc. 
:arned  $8.6  million  on  sales  of  $85 
nillion.  Taking  the  company  public 
ater  that  year,  the  Edelmans  pocket- 
-d  $12  million  and  still  owned  54%  of 


Sam  and  Libby 
Edelman 
Fashion  was 
fickle. 


the  company.  The  stock  rose  to  24 
from  the  offering  price  of  14%. 

The  next  noise  you  hear  is  the  air 
escaping  from  the  Edelman  balloon. 
The  company  sank  faster  than  it  rose. 
After  big  markdowns  in  the  fourth 
quarter,  Sam^Sc  Libby  probably  lost 
about  $2  million,  or  19  cents  a  share, 
last  year.  The  stock  was  recently  at  4. 

With  a  new  line  of  shoes  hitting  the 
tores,  Sam  Edelman  insists  things  are 
ack  on  track.  "We're  very  turned  on, 
very  focused,"  he  bubbles.  Monica 
Graham,  an  analyst  with  Gilford  Secu- 
rities, predicts  the  company  will  earn 
35  cents  to  40  cents  a  share  this  year. 
But  that  would  still  be  a  long  way  from 
justifying  that  IPO  price  of  14V2.      ■■ 

-orbcs  ■  March  15,1993 


He  offered  me  his  red  leather  chair 

and  said  ''Congratulations,  Mr  Chairman" 

]Ne  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


An  ITT  Sheraton  Luxury'  Hotel 


FIFTH  AVENUE  AT  55TH  STREET,  NEW  YORK,  N  Y  10022'TEL  212.753.4500.  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 
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NEW  SUBSCRIPTION 

D  1  Year  (27  issues)  $54 

D  3  Years  (81  issues)  $108 

In  Canada,  1  year  $95  Can. 

International,  add  $71  to  U.S.  annual  rate. 

Fbrbes 

P.O.  Box  10048 
Des  Moines,  lA  50340-0048 


The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  Mutual  Fund 
seeking  long-term  growth  of  capital,  it  employs 
an  asset  value  approach— a  fundamental  invest- 
ment philosophy— investing  in  companies  selling 
below  their  private  market  value. 


Average  Annual  Returns  Through  12/3 1/92  (a) 


One  Year  +14.9% 

Five  Year  +16.4% 

Life  of  Fund*  +16.2% 

*Fram  inception  March  3, 1986 


For  a  prospectus,  please  call— 

1-800-GABELLI 

1-800-422-3554 

Gabelli  &  Company,  Inc. 

One  Corporate  Center  •  Rye,  NY  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested 
dividends  and  capital  gains  and  are  net  of  expenses.  Investment  results 
and  the  principal  value  of  an  investment  will  vary.  The  past  perform- 
ance noted  above  does  not  guarantee  future  results.  When  shares  are 
redeemed,  they  may  be  worth  more  or  less  than  their  original  cost. 
The  prospectus  contains  more  complete  information,  including  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money 
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Smashing  returns 

JOHN  C^ONNORS  is  tciinis  star  Jimmy's 
older  brother  and  a  real  estate  devel- 
oper in  their  hometown  of  Belleville, 
111.  In  early  1991  John  guaranteed  a 
$4  million  bank  loan  to  Argosy  Gam- 
ing Co.  Argosy  runs  the  Alton  Belle,  a 
casino  riverboat  based  in  Alton,  111., 
about  40  minutes  from  St.  Louis.  In 
return,  he  got  stock  in  Argosy. 

Until  the  fall  of  1991  brother  Jim- 
my showed  no  interest  in  the  deal .  But 
then  he  saw  Argosy's  Alton  Belle  in 
operation  and  persuaded  John  to  cut 
him  in  for  half  of  his  sibling's  action. 

Smart  move,  Jimmy.  Over  the  next 
year  and  a  half  the  Connors  brothers' 
share  of  the  boat's  profits  exceeded  $6 
million.  Then,  on  Feb.  18,  $57  mil- 
lion (1992  revenues)  Argosy  was 
brought  public  by  Donaldson,  Lufkin 
&  Jenrette  at  $19  a  share.  The  Con- 
nors brothers  sold  an  estimated 
416,000  shares  in  the  initial  public 
offering,  netting  nearly  $8  million.  At 
the  offering  price,  the  brothers'  re- 
maining 19%  stake  in  Argosy  was 
worth  $87  million. 

It's  a  good  thing  John,  41,  and 
Jimmy,  40,  took  some  cash  out.  The 
public  offering  valued  Argosy  at  $460 
million — 8  times  revenues  and  62 
times  last  year's  pro  forma  earnings. 
Argosy  has  announced  plans  to  build 
a  new  boat  and  expand  into  Louisiana 
and  St.  Louis,  right  in  the  teeth  of  a 
gambling  glut  (Forbes,  Mar.  1).  Ar- 
gosy's value  could  well  fall  nearly  as 
quickly  as  it  rose. 

-Christopher  Palmeri 
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Jimmy  Connors 

Also  a  winner  off  the  court. 


Dolly  Parton 
Houston  connection. 


Why  Dolly  loves  Whitney 

Singer  Dolly  Parton's  career  has  late- 
ly stalled  a  bit,  but  her  bank  account  is 
about  to  bulge.  In  the  hit  movie  72;^ 
Bodyguard,  singer  Whitney  Houston 
does  a  smashing  rendition  of  "I  Will 
Always  Love  You,"  a  song  written  by 
Parton  and  first  released  on  an  album 
of  hers  in  1974.  Thanks  to  the  film,  "I 
Will  Always  Love  You"  has  been 
number  one  on  the  pop  charts  for  14 
weeks,  longer  than  any  tune  since 
1947.  And  Houston's  latest  album, 
which  includes  the  song,  has  sold  15 
million  copies  worldwide. 

With  royalties  from  the  single,  the 
album  and  the  broadcast  rights.  Par- 
ton  stands  to  make  millions.  Says  her 
manager,  Sandy  Gallin:  "The  time 
spent  writing  the  song  was  a  great 
investment."  -Lisa  Gubernick 


Withering  asset 

Daniel  Harmetz,  a  mutual  fiand 
manager  for  Boston's  Fidelity  Invest- 
ments, wants  to  sell  something  he 
doesn't  yet  own. 

In  1991  Bally's  Grand  Inc.,  the 
Bally  Manufacturing  Cx)rp.  subsidiary 
that  operates  a  Las  Vegas  casino/ho- 
tel, filed  for  Chapter  1 1  bankruptcy 
protection.  The  property  is  security 
for  $200  million  of  Bally's  Grand's 
first  mortgage  bonds.  The  mutual 
funds  Harmetz  runs  own  a  slew  of  the 
bonds.  Under  the  terms  of  the  Bally's 
Grand  reorganization  plan  approved 
by  a  bankruptcy  court  last  October, 
those  bonds  are  to  be  exchanged  for 


new  stock  in  Bally's  Grand.  The  rec^nttif 
ganization    would    give    HarmetMteii^ 
fijnds  some  40%  of  the  new  com 
ny's  equity. 

Poor  Harmetz.  He  wants  to  sell 
casino.  But  even  though  the  coui 
approved    the    reorganization,    th 
transfer  of  stock  to  the  Fidelity  fiinc 
is  being  held  up  by  the  Nevada  Garni  ^. 
ing  Commission.  (Harmetz  decline  ;,;,. 
to  comment.)  As  the  Nevada  regula  |is:l 
tors  dither,  the  Bally  property  face  )9t) 
increased    competition,    with    thre  0i\ 
more  casinos  set  to  open  in  Vegj  jron 
later  this  year.  -Laura  Jeresi  pin: 

Danny,  we  thought 
we  knew  ye 

Representative  Daniel  Rostenkow 
ski  (D-111.),  chairman  of  the  Hous  IfMi 
Ways  &  Means  Committee,  has  bee 
in  hot  water  for  allegedly  misusin 
campaign  contributions.  Now  anod 
er  skeleton  is  falling  out  of  the  powei 
fiil  Democrat's  closet:  the  bankrup  jr 
Presidential  Towers,  four  residenti 
rental  high  rises  situated  in  down 
town  Chicago. 

One  of  the  project's  developers  Wip^,)n 
Daniel  Shannon,  a  Chicago  accour  (im^ 


Representative  Daniel  Rostenkowski 
He  used  his  congressional  powers 
for  Presidential  Towers. 


tant  and  longtime  political  appoint! 
who  once  served  as  Rostenkowski 
personal  financial  adviser.  Shannc 
and  his  partners  secured  a  $171  m 
lion  mortgage  for  the  Towers  fro 
the  Department  of  Housing  &  Urb, 
Development.  Normally  nun  mon 
requires  that  one-fifth  of  the  units  ii , 
residential  building  be  set  aside  f 
low-  and  moderate-income  tenan 


20 
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■ut  the  developers  wanted  to  market 
residential  Towers  to  wealthy  Chica- 
oans  who  wouldn't  much  like  Rib- 
ing  shoulders  with  down-and- 
uters. 

To  the  developers'  aid  rode  Ros- 
nkowski,  who  slipped  an  amend- 
lent  into  law  during  the  1980s  that 
pecifically  exempted  Presidential 
bwers  from  the  20%  set-aside  rule, 
das!  Chicago  is  so  overbuilt  that  in 
990  Presidential  Towers  went  bust 
nyway,  making  it  the  biggest  default 
ver  on  a  hud  federal  mortgage.  Now 
Dcal  activist  groups  are  pushing  HUD 
o  open  a  portion  of  the  project  to 
3w-income  people,  including  the 
omeless.  -Gary  Slutsker 
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^exaco  vs.  Pennzoil  U} 

EXACO  Inc.  is  getting  into  the  quick 
)il  change  franchise  market.  After  a 
wo-year  test  at  nine  Texaco-owned 
!ervice  stations  in  the  Southwest,  its 

■^1  )tar  Lube  program  will  be  marketed 
lo  the  13,850  stations  across  the  U.S. 

™  ihat  sell  Texaco-branded  gasoline  and 
jther  oil  products.  The  one-bay,  two- 
person  Star  Lube  operations  cost 
tom  $121,000  to  $184,000  to  con- 


A  Star  Lube  outlet 

Texaco  joins  the  quick  oil  ciiange  fray. 


struct  and  involve  a  one-time 
$10,000  franchise  fee.  Texaco  isn't 
charging  a  royalty. 

Texaco  says  that  its  motive  in  de- 
veloping Star  Lube  is  to  help  its 
dealers  make  more  money.  But  some 
oilmen  think  Texaco  wants  to  get 
back  at  Pennzoil  Co.,  which  in  1986 
collected  $3  billion  from  Texaco 
over  Texaco's  purchase  of  Getty  Oil. 
Pennzoil  owns  Jiffy  Lube,  the  big- 
gest chain  in  the  franchised  lube 
business. 

Pennzoil  isn't  fazed  by  Texaco's 
plans.  Sniffs  a  Pennzoil  spokesman: 
"They  sell  motor  oil;  we  sell 
motor  oil." 


Lawyers  outfoxed 

Contingency-fee  lawyers  thought 
they  saw  gold  in  the  wreckage  left  in 
southern  Florida  last  August  by  Hur- 
ricane Andrew.  Their  plan:  Sue  home 
builders  for  shoddy  construction,  and 
collect  lots  of  additional  damages  for 
pain  and  suffering,  cumulative  trauma 
and  the  like.  In  September  Miami- 
based  Lennar  Homes,  Inc.  was  hit 
with  a  class-action  suit  representing 
about  350  homeowners.  Lennar's  Big 
Board  stock,  which  sold  for  30  before 
Andrew,  dropped  to  the  low  20s. 

But  then  the  insurance  companies 
threw  a  monkey  wrench  into  the 
lawyers'  plans.  They  made  fast  deals 
with  the  homeowners,  settling  dam- 
ages and  paying  checks  out,  all  within 
three  months.  The  problem  for  plain- 
tiff lawyers  is  that  once  homeowners 
have  accepted  insurance  payouts,  it  is 
unlikely  they  can  successfully  sue  for 
pain  and  suffering. 

One  result:  Hopes  for  a  big  payoff 
from  that  class -action  suit  against 
Lennar  have  fizzled,  and  Lennar's 
stock  has  recovered  to  pre-Andrew 
levels. 

-Seth  Lubove  ^ 


hen  your 


body  clock  says 

New'Vbrk  City  hut 
youVe  just  arrived  in 


Hong  Kong,  isn  t  it  wonderful  to 
unwind  in  the  warmth  of  Mandarin  Oriental 


USA  and  Canada  1  (800)  526  6566  (toil  free) 
Bangkok  •  Hong  Kong  •  Jakarta  •  Macau  •  Manila  •  San  Francisco  •  Singapore  •  Ih^^JeadinfHotelsofth^'Wyrkl. 


actly  how  fast  I 
graphics  perform 
Image"  Series  PCs 


Let's  just  say  we  developed 
Image  Video'"  technology  expressly 
for  all  you  high-performance  speed 
demons.  Fact  is,  we've  engineered 
our  Image™  Series  PCs  with  a  power- 
^^^  ful  combination 

^H^  ofoursecond- 

generation  local 
bus  and  graphics 
accelerator,  allow- 
ing graphics  infor- 
mation to  travel 


NEC  has  the 
ultimate  system 
for  graphics 
applications: 
lightning-quick 
Image  Series  PCs 
with  integrated 
SCSI  II  interface, 
legendary  MultiSync 

FG  monitors,  and       d  i  ne c 1 1 y  b  e t we e  n 

our  pioneering 

CD-ROM  readers        the  CPU  and  video 

with  MultiSpin"' 

technology.  memory,    so 

Windows'"  is  a  breeze  and  you 
can  sprint  through  today's  most 
demanding  graphics  applications. 
Based  on  Intel's  powerful  486 
chip,  each  Image  Series  PC  has 
OverDrive'"  capability  for  easy 
processor  upgradability.  An  on-board 
SCSI  II  interface  means  you  can 
quickly  connect  to  a  wide  variety 
of  peripherals.  And  with  our  new 
OptiBus™  technology,  your  peripheral 
performance  is  up  to  30%  faster 
than  ordinary  systems.  We've  even 
made  it  easier  for  you  to  network 


your  PCs  with  an  optional  factory- 
integrated,  high-performance 
lOBaseT  Ethernet*  adapter. 

Plus,  every  Image  Series  PC  is 
designed  with  True  Color  support  of 
up  to  16.8  million  colors  for  photo- 
realistic images,  as  well  as  our 
exclusive  ImageSync'"  technology 
for  flawless  performance  when 
connected  to  our  award-winning 


MultiSync*  FG™  series  monitors, 
result?  Clear,  flicker-free  im£ 
without  any  adjusting. 

So  call  1-800-NEC-INFC 
Canada,  1-800-343-4418),. or 
FastFacts™  at  1-800-366-047 
IMAGE).  Then  hold  on  to  your  st 


Because  ^  is  the  way  you  want 

NEC 
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READERS  SAY 


Having 

Down  Syndrome 

doesn't  mean  you  can't 

reach  for  the  stars. 

Or  sometimes, 
even  become  one. 

Chris  Burke,  the  star  oiLife  Goes 
On,  is  a  shining  example  of  what 
is  possible  when  those  with  Down 
Syndrome  are  encouraged  to  achieve 
their  dreams.  The  National  Down 
Syndrome  Society  is  proud  to  be  a 
part  of  these  accomplishments. 
Through  research,  educational  pro- 
grams and  public  awareness  activ- 
ities, NDSS  has  helped  people  with 
Down  Syndrome  to  reach  their  goals. 
And  sometimes  even  surpass  them. 

For  information  or  to  make  a 
contribution,  write  or  call: 


National  Down  Syndrome  Society 

666  Broadway,  Suite  810  A,  New  York,  NY  10012 
1-800-221-4602. 
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Fee  flap 

Sir:  Re  "Mutual  fund  fee  madness" 
(Feb.  15).  Don't  confuse  business 
with  charity.  Mutual  fund  fees  pay  for 
professional  investment  and  value- 
added  advisory  services. 
-Stephen  M.  Dail 
Vancouver,  Wash.  «• 

Sir:  Perhaps,  as  Forbes  has  suggested 
with     mutual     hand     commissions, 
Forbes'  subscription  should  also  be 
negotiable.^ 
-John  T.  Barbour 
Veronay  Pa. 

Sir:  All  fees  are  fully  disclosed  in  an 
easy-to-read  table  in  the  flind  pro- 
spectus. We  don't  know  of  any  other 
financial  product  that  provides  more 
detailed  disclosure  on  fees. 
-Matthew  P.  Fink 
Investment  Company  Institute 
Washington,  D.C. 

Don't  laud  Truman 

Sir:  Although  I  am  a  longtime  sub- 
scriber and  admirer,  I  must  disagree 
with  your  lauding  Harr\'  Truman's 
response  to  Stalin's  siege  of  West 
Berlin  in  1948  ("Fact  and  Com- 
ment,'^ Feb.  15).  Truman's  response 
was  far  from  decisive.  He  should  have 
sent  a  column  of  tanks  up  the  road 
from  West  Germany  to  Berlin  and 
immediately  broken  the  blockade. 
Stalin  would  have  had  to  back  down; 
the  Soviet  Union  was  in  ruins  and  we 
still  had  a  monopoly  on  the  bomb. 
-C.R.  Crovvther 
Escanaba,  Mich. 

Librarians  can  do! 

Sir:  "Good-bye,  Dewey  decimals" 
(Feb.  15)  leaves  the  impression  that 
advances  in  technology  will  diminish 
the  role  of  librarians.  Being  comput- 


er-literate is  not  the  same  as  bein[ 
information-literate.  With  an  over- 
abundance of  data  available,  speci; 
ized  education,  experience  and  expei 
tise  is  required  to  locate,  acquire, 
analyze,  evaluate  and  package  thai 
.data  and  put  it  to  work  for  an  organi- 
zation. That  is  the  role  of  the  speci; 
librarian. 

-Damd  R.  Bender 
Executive  Director 
Special  Libraries  Association 
Washin£fton,  D.C. 

Sir:  C'mon  Forbes,  many  profession 
al  librarians  have  dual  degrees  in  com 
puter  and  library  science. 
-Jane  Shelton 
Chica^fo,  III. 

Quota  costs 

Sir:  Re  "When  quotas  replace  merit 
everybody  suffers"  (Feb.  15).  In 
polygenetic  society,  race  is  unknow 
and  unknowable  for  social  and  politi 
cal  purposes.  If  the  politicians  an^ 
courts  had  made  that  judgment  earh 
on,  the  entire  quagmire  could  ha\( 
been  avoided. 

-Horace  D.  McCowan  Jr. 
Richmond,  Va. 

Sir:  We  are  not  doing  these  people,  oi 
our  societ)',  any  favors  by  rewarding 
them  without  requiring  performance 
in  return. 

-Jonathan  Murray 
Mountain  View,  Calif. 


Sir:  As  an  employee  at  one  of  the  "big 
three"  in  Detroit,  I  have  seen  firstj 
hand  how  quotas  and  timetables,  b\ 
replacing  the  practice  of  rewarding  ar 
employee  based  on  his  or  her  perfor 
mance  and  abilities,  have  damagec 
morale  and  productivity. 
-Robert  W.  DeCrick  ' 

St.  Clair  Shores,  Mich. 


Forbes"  Maivli  IS,  IW, 


These  securities  have  not  been  registered  under  the  Securities  Act  of  1933  and  may  not  be  offered  or  sold  in 

the  United  States  absent  registration  or  an  applicable  exemption  from  the  registration  requirements. 

These  securities  having  been  previously  sold,  this  announcement  appears  as  a  matter  of  record  only. 
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$1,100,000,000 

22,000,000  Shares 

AMR  Corporation 

$3.00  Depositary  Shares 

Each  representing  one-tenth  of  a  share  of 

Series  A  Cumulative  Convertible  Preferred  Stock 


i 


The  22,000,000  $3.00  Depositary/  Shares  each  representing  one-tenth  of  a  share  of  Series  A  Cumulative 

Convertible  Preferred  Stock,  offered  in  the  Offering  Memorandum  are  convertible  at  the  option  of  the 

holder  at  any  time  after  J^O  days  follotving  the  date  of  original  issuance  thereof,  unless  previously 

redeemed,  into  shares  of  Common  Stock,  par  value  $1.00  per  share,  of  AMR  Corporation  at  a 

conversion  price  of  $78 '4  per  share  of  Common  Stock,  subject  to  adjustment  in  certain  events. 


Price  $50  a  Depositary  Share 


MORGAN  STANLEY  &  CO. 

Incorporated 

February  11,  1993 


GOLDMAN,  SACHS  &  CO. 


Canon  plain  paper  fax  is*l 
for  one  more  reason... 


Now  save  up  to  $1,000  when  you  trade  up  to 
the  leader  in  plain  paper  fax. 


Year  after  year,  Canon  has  been  the  leader  in 
plain  paper  fax  technology  Our  exclusive  image 
processing  and  laser  printing  technology  allow  you 

to  send  and  receive  better 
looking  faxes  while  a  super- 
fast  six  second  transmission 
speed  saves  you  money  on 
long-distance  phone  charges. 
And  Canon's  recyclable, 
all-in-one  supply  cartridge  makes  changing  the 
supplies  a  breeze. 

Now  you  have  the  best  reason  to  trade  up 


to  a  Laser  Class'"  fax  from  Canon.  From  now  until 
June  30, 1993,  you  can  trade  in  your  old  fax  and  receive 
up  to  $1,000  towards  a  Laser  Class  fax.*  Your  trade-in 
allowance  is  deducted  from  the  suggested  list  price 
of  the  model  you  select. 

We  also  make  choosing  the  right  Canon  FAX  easy 
Simply  call  1-800-OK-CANON  and  we'll  send  you 
a  Fax  Decision  Maker^  Kit  plus  the  name  of  the  Canon 
dealer  nearest  you.  if  you  need  it  fast,  we'll  even  fax 
product  information  to  you. 

If  your  business  is  #1  to  you,  you  need  to  have  the 
#1  plain  paper  fax. 


FAX-L700 


FAX-L775 


FAX-L785 


FAX-L790 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  for  details  at 
BSBS^K    participating  Canon  dealers  Available  only  in  US 

•  Trade-in  allowance  varies  based  on  the  model  you  purchase  Offer  applies  to  our  Laser  Class  FAX-L700,  FAXL775.  FAX-L785  and  FAX  L790  only. 
Offer  available  through  participating  Canon  authorized  deaiero  only  from  January  4  through  June  30. 1993  Local  dealer  prices  may  var  y 


Canon 


READERS  SAY 


STANFORD    UNIVERSITY 


I  Sir:  American  society  has  had  sub- 
[  itantial  opportunity  to  elicit  the  par- 
licipation  of  all  members  in  educa- 
Ijonal  and  employment  endeavors 
Lvithout  government  involvement. 
[Has  this  been  done?  No. 
-Rhonda  Hosey 
_\Wciukesha,  Wis. 

>IR:  No  one  doubts  that  affirmative 
iction  programs  cost  money,  both  in 
nforcement  and,  in  some  cases, 
[hrough  reduced  productivity.  Your 
irticle,  however,  makes  no  mention 
)f  the  nonmonetary  gains  to  society. 
)ince  the  benefits  cannot  easily  be 
quantified,  the  operative  question,  in 
world  where  affirmative  action  ex- 
>ts,  becomes  whether  the  costs  are 
innecessarily  high,  and  if  so,  what  can 
)e  done  to  reduce  them. 
[♦i-ALEC  P.  Tracy 
[view  Tork,  N.  T. 

foir 
tommeirce's  sake 

HR:  "Resort  Art"  (Jan.  18),  while 
ccurate  in  its  assessment  of  venality 
nd  disingenuousness,  leaves  stand- 
jig,  and  even  bolsters,  the  major  auc- 
JTon  houses,  museum  curators  and  art 
itics.  Your  elevation  of  curators, 
ritics  and  auctioneers  as  those  who 
/ill  tell  us  the  difference  between 
commercial  art"  and  "fine  art"  is 
othing  short  of  propaganda.  This  is 
imerica:  All  art  for  sale  is  commercial 


^oy  Neiman  and  his  art 

tist  or  social  phenomenon? 

TbesB  March  15,1993 


art.  Sotheby's  and  Christie's  are  not  in 
the  business  of  selflessly  promoting 
nonmarketable  "fine  art"  any  more 
than  the  galleries  are. 
-Miles  W.  Mathis 
Austin,  Tex. 

Sir:  You  are  right  on  when  it  comes  to 
LeRoy  Neiman.  During  an  interview 
with  the  New  Tork  Times  some  years 
ago,  he  was  asked.  Do  you  consider 
yourself  an  artist  or  a  social  phenome- 
non.'' Neiman  stormed  out  of  the 
room.  Apparendy,  the  interviewer 
had  it  right. 
-David  Shirey 
New  Tork,  N.T. 

Sir:  A  small  percentage  of  the  public 

tries  to  invest  in  art  for  profit;  the  rest 

do  so  because  they  love  what  they 

acquire. 

-GiTi  Underhill 

Palos  Verdes,  Calif. 

Devil's  vehicle? 

Sir:  Re  your  article  on  "wash  loan" 
programs  through  life  insurance 
("Wash  out,"  Jan.  18).  In  these  try- 
ing times,  I  can't  believe  you  are 
depicting  the  insurance  agent  as  the 
devil.  America  needs  incentives  to 
save,  and  this  is  a  great  vehicle. 
-Wayne  W.  Bradshaw 
President 

Bradshaw  &  Bradshaw  Brokera^fe 
Redondo  Beach,  Calif. 

High  on  New  Mexico 

Sir:  I  take  issue  with  your  reference  to 
New  Mexico's  "viciously  antibusiness 
atmosphere"  (Dec.  7,  1992).  During 
my  tenure  in  the  New  Mexico  House 
of  Representatives,  the  legislature  has 
enacted  a  variety  of  pro- business  leg- 
islation. General  Mills  just  opened  a 
new  $100  million  cereal  processing 
facility  nere.  New  Mexico  is  the  site  of 
three  of  the  largest  and  most  presti- 
gious research  laboratories  in  the  na- 
tion. The  state  ranks  among  the  top 
nine  with  the  fastest  growth  in  per 
capita  income  in  1991. 

Visit  New  Mexico. 
-Raymond  G.  Sanchez 
Speaker  of  the  House 
State  of  New  Mexico 
House  of  Representatives 
Santa  Fe,  N.M. 


"He  was 

great  at 

strateg)?  he 

ust  never 

got  anything 

done." 


Chances  are  you've  known  business- 
men and  women  that  description 
fits.  It's  a  shortcoming  many 
executives  share.  Even  the  most 
senior.  They  can  create  a  strategic 
plan,  but  they  don't  know  how  to 
make  it  an  organizational  reality. 

At  Stanford's  Executive  Program 
in  Strategy  and  Organization,  you'll 
master  strategy  implementation  as 
well  as  formulation.  We'll  also  explore 
strategies  for  the  non-market  legal, 
social  and  regulatory  environments. 

This  comprehensive,  three-pronged 
approach  sets  our  program  apart, 
and  makes  it  especially  valuable  to 
executives  responsible  for  the  strategic 
direction  of  their  companies  or 
business  units. 

Candidates  for  the  1993  Strategy 
and  Organization  seminar,  June 
20-July  2,  are  being  selected.  If 
you  or  a  senior  member  of  your 
organization  are  interested,  contact 
us  today  for  a  brochure  and  applica- 
tion. Enrollment  is  limited. 

The  Executive  Program  in 
Strategy  and  Organization 

Graduate  School  of  Business 

Department  204 

Stanford  University 

Stanford,  CA  USA  94305-5015 

Telephone  415/723-3341 

FAX  415/723-3950 
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:  to  make  a  company  more  responsive 
ract  new  ones  2 :  to  customerize  an 
e.g.,  to  extend  systems  capabilities 
of  customer  contact  and  support 
a  growing  roster  of  companies,  and 
n  see  customer  service,  competitive 

3VENUE  generation 
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We  make  it  happen. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


GENUINE  VOODOO 


President  Clinton's  recovery  package  will  harm  the 
economy,  short  term  and  long.  It  doesn't  remove  the 
roadblocks  that  bar  the  economy  from  growing  as  rapidly 
as  it  could.  Washington's  red  ink  results  principally  from 
flaws  in  our  tax  code.  Taxes,  especially  on  capital  gains, 
are  too  high.  Lesser  culprits  include  the  way  we  finance 
health  care;  the  way  we  conduct  our  monetary  policy; 
regulatory  overkill  and  a  flawed  legal  system. 

If  by  magic  we  could  make  the  national  debt  and  the 
budget  deficit  disappear,  the  barriers  to  full  prosperity 
would  remain  largely  intact.  The  economy  wouldn't 
expand  much  faster. 

In  short,  we  don't  have  a  weak  economy  because  of  the 
deficit;  we  have  a  budget  deficit  because  of  a  weak  economy. 

Too  many  politicos  and  economists  don't  appreciate 
that  taxes  are  not  only  a  means  of  collecting  revenue  but 
also  the  price  we  pay  for  working,  for  making  a  profit,  for 
successfiilly  taking  risks.  If  the  price  of  these  good  things 
goes  up,  we  get  fewer  of  them.  Which  means  we  get  a  less 
vibrant  economy.  Which,  in  turn,  means  Washington  gets 
less  revenue.  It's  that  simple. 

Jimmy  Carter  raised  taxes  and  the  economy  faltered. 
Bush  raised  taxes  and  the  economy  falter^.  Reagan  cut 
taxes  and  the  economy  boomed.  John  Kennedy  proposed 


similar  incentives  and  the  economy  expanded.  So  why  is 
President  Clinton  following  the  Carter-Bush  route  in- 
stead of  the  Kennedy- Reagan  route.^  Why  are  so  many 
smart  people  so  oblivious  to  experience? 

The  President  has  acknowledged  that  small  businesses 
create  most  new  jobs.  The  most  potent  stimulant  for 
innovation  and  job  creation  is  reducing  the  capital  gains 
tax,  making  it  easier  for  money  to  flow  from  old  invest- 
ments to  new  ones.  By  comparison,  an  investment  tax 
credit  is  pitifiilly  weak,  and  Clinton's  watered-down  capi- 
tal gains  tax  relief  will  help  lawyers  more  than  business. 

Moreover,  getting  rid  of  the  deficit  is  in  and  of  itself  no 
guarantee  of  prosperity.  Britain  ran  huge  surpluses  in  the 
late  1980s,  yet  its  economy  shrank,  and  inflation  and 
interest  rates  shot  up .  Japan  virtually  balanced  its  budget  by 
1991,  yet  its  economy  is,  by  Japanese  standards,  a  shambles . 

There  is  a  right  way  to  fight  the  deficit — tax  cuts  and 
sound  money — and  a  wrong  way — tax  increases  and  bad 
monetary  policy.  Discouragingly,  the  President  will  pro- 
pose another  bevy  of  taxes  when  he  unveils  his  health  care 
reform .  All  signs  point  to  more  price  controls  and  rationing 
instead  of  applying  free-market  principles  that  work  so  well 
with  other  basics  such  as  food,  shelter  and  transportation. 

Imagine,  we  must  now  look  to  Congress  to  save  us. 


BLOODY  WRONG 


The  U.S.  will  make  a  deadly  mistake  in  sending  troops 
to  Bosnia  as  part  of  a  U.N.  peacekeeping  force.  Such  a 
move  wilt  end  up  being  a  bloody,  Beirut-like  fiasco. 
Americans  will  be  killed;  the  peace  won't  be  kept;  and 
isolationist  sentiment  at  home  will  be  inflamed. 


How  could  it  be  otherwise?  Ground  forces  will  be 
lightly  armed.  There  won't  be  enough  of  them  to  be  a 
credible  deterrent  to  Serbian  aggressors  or  to  other  local 
militant  militias. 

Yet  these  soldiers  will  be  expected  to  police  the  cease - 


RFE/RI^MORE  IMPORTANT  THAN  EVER 

By  MSFJr.,  upon  receiving  the  Freedom  House  Freedom  Award 
on  behalf  of  Radio  Free  Europe/Radio  Liberty 


IT'S  A  GREAT  PLEASURE  to  receive  the  Freedom  Award 
on  behalf  of  Radio  Free  Europe/Radio  Liberty 
(RFE/RL).  I  would  like  to  acknowledge  the  other 
honoree  tonight,  Mr.  Lane  Kirkland  of  the  AFL-CIO. 
Lane  is  one  of  the  most  extraordinary  fighters  for 
freedom  of  this  centuiy.  The  most  vivid  example  of  his 
tenacit)'  in  the  face  of  adversity  was  when  Poland's 


Solidarit)^  was  crushed  by  a  declaration  of  martial  law 
in  1981.  Many  people  felt  that  that  was  the  end  of 
Solidarity  and  Poland  would  have  to  wait  for  many 
years  to  have  its  day  in  the  sun  of  freedom.  But  Lane 
Kirkland  and  the  AFL-CIO  kept  Solidarity  alive  in 
those  dark  days;  they  did  it  through  infusions  of 

(continued  on  pa^e  146) 
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fire  lines  and  "monitor"  heavy  artillery. 

There  is  no  incentive  for  Serbia's  Hitleresque  ruler  to 
adhere  to  this  latest  peace  plan.  Europe  won't  use  force 
against  him.  Milosevic  also  knows  that 
American  casualties  will  create  pressure     ^^"^^"^^ 
for  an  American  pullout. 

We  could  still  send  arms  to  the  Bosnians 
and  other  victims  of  Serbian  aggression  so 
that  they  can  better  defend  themselves.  We 
provided  Afghan  guerrillas  with  effective 
firepower  to  counter  Soviet  armies  and  did 
so  without  sending  in  one  American  sol- 
dier. We  could  even  bomb  Serbian  gun- 
ners besieging  Sarajevo  and  other  areas  in 
Bosnia.  The  message  would  then  be  clear: 
Aggression  will  not  go  unpunished. 

If  we  have  to  do  the  above  by  our- 
selves, so  be  it.  But  if  we  take  a  strong 


Beirut:  And  now  Bosnia? 


lead,  most  European  states  will  fall  in  line. 

Why  get  involved  at  all?  Because  if  we  don't,  the  war 

could  spread,  pulling  in  neighboring  states  such  as  Turkey 
and  Greece.  Serbia's  genocide  provides  a 
horrible  example  to  ethnic  groups  wishing 
to  setde  old  scores.  Extreme  nationalists  in 
Russia,  Ukraine  and  elsewhere  will  be 
strengthened.  The  flow  of  refiagees  will 
put  even  more  pressure  on  the  strained 
social  fabric  of  Germany,  France  and  other 
West  European  countries.  How  does  all 
this  enhance  our  long-term  safety.^ 

Furthermore,  it  won't  be  too  many 
years  before  the  Serbias,  the  Irans  and  the 
Iraqs  of  the  world  have  the  means  to  send 
deadly  missiles  to  our  own  shores. 
Wouldn't  it  be  prudent  to  draw  the  line 
on  their  oudaw  behavior  now? 


WHO  WATCHES 

Institutional  investors  have  become  very  aggressive  in 
holding  the  feet  of  major  corporate  chieftiains  to  the  fire. 
But  this  newly  found  assertiveness  leads  to  a  question: 
Just  who  determines  what  the  policy  of  these  big  block- 
holders  should  be?  Should  it  be  the  beneficiaries?  If  so,  how 
are  they  to  be  consulted?  In  the  public  sector,  is  it  elected 


THE  WATCHDOG? 

political  leaders?  Are  we  in  danger  of  falling  into  what 
Peter  Drucker  years  ago  called  pension  fiind  socialism? 

For  decades  big  company  managements  were  accused 
of  being  self-perpetuating  and  largely  unresponsive  to 
their  shareholders.  How  do  we  prevent  these  same  phe- 
nomena from  happening  to  institutional  shareholders? 


SOCIALISM  STILL  LIVES 


The  Clinton  Administration  is  seriously  considering 
putting  Washington  directiy  into  the  student  loan  business . 
It  wants  to  cut  out  the  banks  and  the  secondary  marketers, 
principally  the  Student  Loan  Marketing  Association  (Sallie 
Mae).  Clintonites  figure  Washington  could  save  billions 
because  there  would  be  no  need  to  make  a  profit. 

Currently,  Washington  insures  student  loans  made  by 
banks.  Sallie  Mae  buys  the  loans  made  by  private  lenders 
(just  as  Fannie  Mae  and  Freddie  Mac  do  with  home 
mortgages),  thereby  providing  market  liquidity. 

Can  government  really  run  anything  better  than  the 


private  sector?  Remember  the  Post  OflSce? 

If  Washington  feels  Sallie  Mae  has  it  too  easy  because 
the  loans  are  insured  and  Uncle  Sam  therefore  absorbs 
most  of  the  risk,  then  it  should  move  in  the  opposite 
direction:  Let  Sallie  Mae  fend  for  itself 

The  outfit  is  a  so-called  government-sponsored  cor- 
poration, which  means  that  its  debt  has  an  implicit 
guarantee  from  Uncle  Sam.  Thus  its  paper  carries 
interest  rates  only  a  smidgen  above  Treasury  equiva- 
lents. Congress  should  explicitly  state  that  there  is  no 
longer  an  implicit  guarantee. 


HE  GAVE  A  MURDEROUS  WAR  A  NOBLE  AIM 


Lincoln,  the  War  President — edited  by  Gabor  S.  Boritt 
(Oxford  University  Press,  $23).  A  superb  collection  of 
fascinating  essays  on  our  greatest  President.  More  than 
just  a  history  of  Lincoln — you  will  learn  much  that  will  be 
helpftil  in  understanding  events 
today.  If  you  read  only  one  chap- 
ter, read  the  one  by  James  M. 
McPherson,  who  brilliantiy  ex- 
plains the  difference  between  na- 
tional strategy  and  military  strat- 
egy. Lincoln,  of  course,  was  a 
master  of  both.  Alas,  most  poli- 
cymakers are  not. 
Excerpt:  To  satisfy  the  Inr^je  Ger- 
man ethnic  constituency  in  the 
North,  Lincoln  felt  it  necessary  to 

appoint  a  number  of  German- American  generals.  Porin£i 
over  a  list  one  day  in  1862,  the  President  came  across  the 
name  of  Alexander  Schimmelfenni^.  ''The  very  man!" 
said  Lincoln.  When  Secretary  of  War  Stanton  protested  that 


Lincoln  understood  war  better  than  did  his  generals. 


better- qualified  officers  were  available,  the  President  insist- 
ed on  Schimmelfenni£[.  "His  name,"  said  Lincoln,  ''will 
make  up  for  any  difference  there  may  be,"  and  he  walked 
away  repeating  the  name  Schimmelfennig  with  a  chuckle. 

AgeneraVs  commission  was  one 
of  the  highest  patronage  plums 
[Lincoln  could  give].  Prom  the 
viewpoint  of  military  strategy  this 
may  have  been  inefficient:,  but 
from  the  viewpoint  of  national 
strategy  it  was  essential.  , 

Even  in  the  narrower  military 
sense  the  political  patronage  sys- 
tem produced  great  benefits  for\ 
the  North.  Sherman  happened  tow 
be  the  brother  of  an  influential 
Republican  senator  from  Ohio  and  Grant  happened  to  be  a 
friend  of  an  influential  Republican  congressman  from 
Illinois.  These  fortuitous  political  connections  got  them  th 
initial  commissions  at  the  start  of  the  war. 
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Continental's 
BusinessFirst.  Enjoy 
First  Class  comfort  for  a  Business  Class  fare.  Electronic  sleeper 
seats  with  up  to  38%  more  legroom  than  other  major  aiilines' 
Business  Class.  In-seat  personal  entertainment  systems.  Fine 
dining  and  the  option  to  eat  when  you  want.  All  this  while  you're 
earning  free  travel  faster  with  OnePass^"^  and  the  American 
Express  Membership  Miles  program.  You  can't  ask  for  more. 

As  a  Continental  OnePass  member,  you'll  ahvays  receive 
a  25%  Business  Class  bonus,  in  addition  to  your  regular 
miles,  for  flying  BusinessFirst.  And  until  May  31,  you'll 
receive  even  more  mileage.  An  extra  6,000  miles  on  round- 
trip  flights  to  three  of  our  newest  BusinessFirst 


destinations.  Erankfurt,  Madrid  and  Munich. 

And  if  you  are  enrolled  in  the  Membership  Miles  program 
from  American  Express,  you'll  earn  a  mile  for  every  dollar 
you  charge  with  the  Card.  You  can  then  transfer  these  miles 
into  Continental's  OnePass  Program  and  earn  OnePass  awards 
that  much  faster. 

So  next  time  you  fly  to  Europe,  fly  Continental's 
BusinessFirst  and  "Put  it  on  the  Card."  You'll  be  amazed  at 
how  quickly  the  miles-and  the  rewards-add  up. 

Just  call  your  travel  professional  or  Continental  today  at 
1-800-231-0856  for  more  detaUs. 

Continental  and  American  Express.  With  a  rewarding 
combination  like  this,  who  could  ask  for  more? 


Don't  leave  home  without  itf 


Continental 

One  Airline  Can  Make  A  Difference." 


BusinessFirst  is  available  to  Frankfurt,  London,  Madrid,  Munich  and  Paris;  and  by  mid-1993  to  Tokyo  and  the  South  Pacific. 
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Recently,  an  inde- 
pendent research  firm 


against  the  $26,550**  Thanks  in  part  to         as  accurate  as  its  strato-      mean  in  layman's  u  i 

Lexus  ES  300  to  deter-      Nissan's  state-of-the-art      spherically  priced  com-  It  means  the  (i( « 


mine  which  car's  body       robotic  body  assembly 
panek  were  put  to-  system  and  over  3500 


compared  the  new 


gether  with  a  higher 
level  of  precision. 
The  results  were 


13,000*  Nissan  AUima'       (juite  astonishing. 


precision  welds,  the 
AUimd's  tolerances 
between  body  panels 
proved  to  be  every  bit 


petition's.  In  fact,  the  fit  snugly,  the  irui i k 

AUima  is  built  with  such  shuts  soundly  and  ll)  i 

precision  that  it  had  an  hood  closes  perfectl 

average  gap  difference  It  also  means  the  au 

of  just  .018  inches?**  mobile  offers  such  i 

What  does  this  tural  .soundness  tha 


Nvisan  Motor  Corporation  U.S.A.  Smart  people  always  read  the  fine  print.  And  they  always  wear  their  seat  beUs.  *Manu/aclurtr's  .mg/re.sied  retail  prirefor  1993  /Vuwm  t 
XE  excluding  taxes,  title,  license,  destination  charges  and  options.  **  Manufacturer's  suggested  retail  price  far  1992  I^xus  F.S  300  exrluding  taxes,  titU-.  liretvif.  destid 


iks  and  rattles  are  Nissan  Altima's  cabin  let  nothing  slip  through  tailored  to  offer  re- 
ally nonexistent.  and  you'll  see  that  we  the  cracks.  The  seats  markable  support, 
lide  inside  the                                                       have  been  specially      Every  control  has  been 

thoughtfully  placed  to 
assist  the  driver  All 
four  doors  have  been 
triple-sealed  to  help 
keep  out  moisture. 


And  noise  is  so  minimal 
that  at  55  mph,  the 
Nissan  Altima's  cabin  is 
actually  quieter  than  a 
BMW  325i'sr** 

But  while  {heAUima 
delivers  total  comfort, 
you  can  rest  assured 
you  won't  fall  asleep  at 
the  wheel.  A  150-horse- 
power  engine  offers 
exemplary  responsive- 
ness, while  its  suspen- 
sion is  yet  another 
Nissan  engineering 
marvel.  On  a  slalom 
course  the  AUima  can 
beat  an  Acura  Legend 
LSedanr* 

Call  us  at  1-800- 
NISSAN-3,ext.604, 
and  find  out  more 
about  our  amazing  new 
car  You'll  discover  that 
an  automobile  that's  put 
together  well  needn't 
put  you  well  into  debt. 
■  «^»e>- 

The  New  Nissan 

Altima 

I.Ml--i--fiT7! 

It's  time  to  expect 
more  from  a  car 


k  "  and  options.  *** Based  on  independent  tests'  conducted  by  USAC.  Body  panel  tolerances  based  on  average  gap  consistency.  Other  claims  certified  by  AMCIfor  1993 
«■ '  Altima  XE  or  SE  vs.  1992  competitive  vehicles.  Slalom  comparison  based  on  course  completion  time.  Interior  quietness  based  on  decibel  level  at  55  miles  per  hour. 


Otheir  Comments 


And  He's  Still  Doing  It 

An  issue  of  the  Arkansas  Catholic 
includes  an  article  on  Bill  Clinton's 
wonder  years.  He  received  his  ele- 
mentary schooling  at  St.  John's 
School,  a  private  Catholic  academy.  In 
second  grade  he  received  straight  A's 
except  for  a  C  in  deportment  because 
he  often  blurted  out  answers  before 
the  teacher  finished  the  question. 
-Dr.  Edward  Yardeni, 
chief  economist,  C.J.  Lawrence 

Pie  in  the  Sky 

In  his  post-election  campaign  Presi- 
dent Clinton  has  selected  four  villains 
to  be  the  anvil  on  which  he  hammers 
counter-revolution. 

The  first  is  "the  rich,"  the  defini- 
tion of  which  has  widened  to  all  those 
not  poor.  Second  is  the  "special  in- 
terests." Villain  number  three  is  the 
pharmaceutical  industry.  The  fourth 
is  the  one  most  despised:  that  ol' 
debbil  deficit. 

"Revenue  to  lower  the  deficit"  is 
cited  by  Clinton  as  the  reason  for  his 
flip-flop  on  a  middle-class  tax  cut.  The 
high  [deficit]  projection  justifies  tax- 
hike  plans  he  concealed  from  the  elec- 
torate in  1992,  and  makes  it  easier  to 
come  under  in  the  1996  campaign. 

In  [Clinton's]   "new  directions" 
ramble  [he]  raised  taxes,  raised  spend- 
ing, raised  deficits  and  raised  doubts. 
-William  Safire,  New  York  Times 

*  *  * 
Taxes  have  never  succeeded  in  pro- 
moting economic  growth.  More  of- 


ten than  not,  they  have  led  to  greater 
economic  downturns. 

The  problem  is  not  that  the  people 
are  taxed  too  littie,  the  problem  is  that 
the  Government  spends  too  much. 

For  more  than  four  decades,  the 
Democratic  Party  has  controlled  the 
House  of  Representatives.  The  big- 
spending  liberals  need  to  "sacrifice" 
a  few  of  the  pork-barrel  measures 
they've  been  slipping  past  the  taxpay- 
ers for  far  too  long.  Only  when  the 
Clinton  Administration  and  Con- 
gress summon  the  will  to  put  the 
brakes  on  Federal  spending  will  they 
get  the  deficit  under  control. 
-President  Ronald  Reagan, 
New  York  Times 

Hold  On 

When  I  was  in  China,  I  heard  of  a  man 
who  had  smoked  four  or  five  packs  of 
cigarettes  a  day  since  his  rehabilita- 
tion during  Deng's  reforms.  One  day 
he  received  a  letter  from  his  son  asking 
him  to  stop.  Immediately  he  snuffed 
out  his  cigarette,  vowing  it  would  be 
the  last.  He  explained,  "Like  other 
men,  I  fathered  a  son.  Unlike  other 
sons,  mine  returned  to  me  the  gift  of 
life,  not  just  once,  but  every  day. 
Anything  he  asks  I  must  grant." 

The  son  had  been  7  when  the  father 
was  suddenly  imprisoned  in  his  own 
office.  For  years  the  man  remained, 
not  knowing  why  he  was  a  prisoner, 
whether  he  would  be  freed,  what  was 
happening,  what  had  become  of  those 
he  cherished.  Many  a  long  night  he 


contemplated  suicide.  Only  one  cer- 
tainty stopped  him.  Every  day,  at  I 
dawn — summer,  winter,  spring,  fall — 
he  could  peer  through  a  crack  in  the 
boarded-up  window  and  see  a  tiny 
vermilion  kite  in  the  sky.  Sometimes  it 
hovered  at  eye  level;  sometimes  it 
soared  into  the  heavens;  sometimes  it 
was  barely  visible.  The  sight  never 
failed  to  inspire  hope:  Someone  on  the 
outside  waited  and  cared.  So  the  father 
held  on  to  life  as  tightiy  as  he  had  once 
taught  his  young  son  to  hold  on  to  the  | 
tether  of  his  kite. 

America  must  always  fly  a  vermil- 
ion kite. 

-Bette  Bag  Lord,  president  of  Free- 
dom House  and  author,  on  Nation- 1 
al  Public  Radio's  American  Gazette] 


My  pappy  told  me  never  to  bet 
my  bladder  against  a  brewery  or 
get  into  an  argument  with  peo- 
ple who  buy  ink  by  the  barrel. 

-Lane  Kirkland,  quoted  in 
Business  Babble,  by  David  Olive 

Any  More  Questions^ 

"How  DID  you  go  bankrupt.""  Bill] 
asked. 

"Two  ways,"  Mike  said.  "Gradu- 1 
ally  and  then  suddenly." 
-Ernest  Hemingway, 
The  Sun  Also  Rises 

Fore! 

Now  WE  KNOW  for  sure  that  Russia  has 
gone  capitalist:  Moscow  recently 
held  its  first  golf  tournament.  The 
sport  is  still  a  bit  rudimentary  there. 
The  country's  only  course,  built  on 
the  site  of  Moscow's  former  garbage 
dump,  is  a  mere  nine  holes.  But  with 
300  regular  golfers  and  hundreds} 
more  expected,  Russia  will  soon  opcii 
a  second  course  in  St.  Petersburg. 

Moscow's  Tumba  Golf  Club  ha^ 
learned  quickly  from  the  West.  Tin 
club's  initiation  fee  is  $1,300  .> 
monstrous  sum  for  the  average  Rus- 
sian— plus  annual  dues  ofaboutS  130. 
-Lucy  Howard  and  Nhd  Zeman, 
Newsweek  Bi 
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Deluxe  high-rise  office 
space,  going  fast. 


The  tearjet  60  provides  a  spacious  office  witli  a  panoramic  view  of  tlie  business  world  below. 

Powering  this  airborne  executive  suite  are  new-generation  Pratt  &  Whitney  Canada  PW305  engines.  They 
provide  the  thrust  to  operate  from  smaller  airports  closer  to  business.  And  link  transcontinental  destinations 
with  the  highest  cruising  speeds.  The  upwardly  mobile  Learjet  60  climbs  quickly  above  the  weather  where 
comfort  and  operating  efficiency  are  greatest.  Its  quiet,  stand-up  cabin  and  many  office  amenities  make  the 
Learjet  60  the  most  productive  working  environment  you'll  find  anywhere. 

However  you  compare  the  Learjet  60,  it  is  an  exceptional  value  in 
high-rise  office  space.  For  details,  call  Ted  Farid,  Vice  President  Domestic 
Marketing,  at  (316)  946-2450  ext.  206.  Nothing  else  comes  closer 

©1992  Learjet  Inc. 
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Risk  doesn't  always  wear 
a  familiar  face. 


It's  hard  enough  to  recognize  risk  at 
home.  But  venture  abroad  and  risk  is  even  more 
disguised. 

That's  when  it's  good  to  have  the  institu- 
tion that's  dedicated  to  managing  risk  at  your 
side.  Bankers  Trust. 

We'll  help  you  control  the  risk  you 
want  to  avoid.  Then  help  you  reap  the  rewards 
of  the  risk  you  do  assume. 

We  don't  view  risk  from  a  single  command 
post.  We're  in  London,  New  York,  Tokyo.  In  Sydney 


Aloi 

:.iin 
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and  Hong  Kong.  In  Madrid,  Paris,  Frankfurt, 
Luxembourg  and  Milan.  In  Latin  America  and 
Eastern  Europe. 

Everywhere  we're  in  the  middle  of 
local  markets.  And  on  top  of  them.  Since  risk  is 
global  today,  it  has  to  be  looked  at  that  way. 

With  Bankers  Trust  beside  you,  there's 
no  risk  anywhere  that  you  can't  face. 

Q  Bankers  Trust 

L  E  A  i:)     F  R  (.>  M      S  T  i<  i;  N  C  i    r  1 1  . 
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HOPE  FOR  SOUTH  AFRICA— AND  THE  WORLD 


South  African  leaders:  Mandela  and  Botha. 


iViTH  APARTHEID  ENDED  and  agreement  on  the  general 
Tamework  of  a  timetable  leading  to  open,  multiracial 
elections  by  April  1994,  South  Africa  at  last  could  be  on 
[he  road  to  a  nonracial  society  with  equal  rights  for  all 
:itizens.  That  in  turn  could  assure  economic  recovery, 
ishering  in  an  era  of  extraordinary  growth  and  prosperity. 

This  optimistic  forecast  depends  on  one  key  factor,  as 
Christopher  Forbes  and  I  learned  on  a  trip  to  South  Africa 
n  mid-February.  Both  Nelson  Mandela,  leader  of  the 
African  National  Congress  (ANC),  and  F.W.  de  Klerk, 
South  Africa's  president  and  leader 
of  the  National  Party,  must  retain 
control  of  their  groups  against  ex- 
tremist challenges  from  left  and 
ight.  It  now  seems  they  will. 

In  November  de  Klerk  called  for 
a  ftiUy  representative  government 
to  be  in  place  by  April  1994.  Last 
iionth  a  giant  step  toward  that  goal 
was  taken  when  the  ANC  approved 
a  plan  calling  for  elections  by  April 
1994  to  choose  a  400-person  as- 
sembly that  would  write  a  new  . 
constitution  and  serve  as  parliament  for  five  years. 

A  long  interview  with  Nelson  Mandela,  who  is  almost 
certain  to  be  elected  president  next  year,  leads  me  to  these 
conclusions:  Mandela  is  a  most  impressive  leader,  ready  to 
take  his  place  among  other  world  leaders;  he  seems 
willing  to  have  all  sanctions  lifted  once  a  date  has  been  set 
for  open,  multiracial  elections;  and  he  clearly  understands 
the  difficulty  in  registering  18  million  to  20  million 
people,  most  of  whom  have  never  voted  before. 

Mandela  w^nts  to  encourage  investment  of  foreign 
capital  in  South  Africa  and  understands  thac  owners  of 
foreign  capital  need  guarantees  that  they  can  earn  a  profit 
and  take  that  profit  home  with  them. 

Mandela  opposes  (although  it  is  not  clear  the  govern- 
ment supports)  any  provision  that  gives  any  minority  party 
veto  power  over  majority  party  decisions  after  the  1994 
■elections.  He  also  favors  the  establishment  of  an  American- 
style  bill  of  rights  to  protect  minorities  from  tyranny  of  the 
majority.  He  advocates  free  speech  and  the  right  of  all  to 
own  property  and  earn  profits.  He  wants  all  political 
parties,  including  his  old  Zulu  enemies  in  Inkatha,  led  by 
Mangosuthu  Buthelezi,  to  participate  ftiUy  i:T  government. 
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Mandela  supports  proportional  representation  wherein 
any  party  obtaining  5%  of  the  vote  will  be  represented  in  the 
new  parliament  and  eligible  for  cabinet  posts. 

There  is  already  significant  agreement  on  the  dreadfiil 
state  of  the  economy.  Black  unemployment  is  estimated  at 
45%  to  50%,  and  white  unemployment  at  10%.  Conditions 
will  worsen  if  there  is  any  more  violence  or  major  delay  in 
carrying  out  last  month's  agreement.  Real  GDP  fell  5 . 1%  in 
the  fourth  quarter  of  1992  and  2.1%  for  the  year.  A  severe 
drought,  weak  gold  prices  and  previously  stalled  negotia- 
tions have  resulted  in  a  recession 
lasting  over  three  years.  Income 
per  capita  is  almost  20%  lower  than 
in  1981.  That  is  one  reason  this 
historic  agreement  was  signed. 

Even  before  the  agreement,  we 
felt  cautiously  optimistic  after  talk- 
ing with  two  other  leaders,  the  first 
of  whom  was  Pik  Botha,  the  long- 
est-serving foreign  minister  in  the 
world.  He  accepts  completely  the 
need  for  a  popularly  elected,  multi- 
racial government.  He  believes 
there  will  be  litde  trouble  over  registration  because  all  but 
about  2  million  adults  have  "identcards"  that  could  be 
used  to  establish  a  roll  of  eligible  voters.  He  also  under- 
stands that  extremists  can  escalate  differences  to  a  point 
where  the  differences  cannot  be  settled  by  peacefiil  negoti- 
ations. Knowing  that  much  of  his  country's  future  depends 
on  its  ability  to  attract  foreign  capital,  he  is  working  to 
restore  South  Africa's  relations  with  the  rest  of  the  world. 
The  other  leader  we  talked  with  is  Derek  Keys,  a 
prominent  businessman  who  joined  the  government  a  year 
ago.  Keys  is  known,  and  occasionally  criticized  for,  his 
nonconfrontational  approach  to  the  government's  oppo- 
nents. He,  too,  believes  that  an  openly  elected  government 
must  be  in  place  soon.  He  is  also  trying  to  improve  the  state 
of  the  economy  in  two  ways:  by  reducing  inflation  (now 
under  10%)  and  by  reducing  government  spending  (now 
more  than  2 l%ofthe  GDP,  compared  with  13%  in  1980). 
The  agreement  between  the  ANC  and  the  government 
is,  of  course,  opposed  by  Inkatha  and  the  left-wing  Pan 
Africanist  Congress,  but  with  the  government  and  the 
ANC  working  together  on  a  timetable,  the  fiature  of  an 
apartheid- free  South  Africa  looks  better  than  ever.        ^ 
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When  Lisa  was  bom 

her  kidneys  didn't  work* 

So  we  helped  Lisa's  mother 

learn  to  care  for  her. 


It  saved  $200,000 
in  hospital  costs. 


.^ 


And  let  Lisa  grow 
up  at  home. 


Aetna's  Individual  Case  Managers  help 
people  who  are  in  our  group  plans  receive 
proper  health  care.  They  help  to  find  the 
best  available  treatment  by  understanding 
people's  needs  and  by  working  with  their 
doctors.  In  many  cases,  by  discovering 
alternative  methods  for  treatment,  medical 
costs  are  reduced.  And  more  importantly, 
people  can  recover  in  a  somewhat  more 
comfortable  environment.  Like 
home,  for  instance.  With  family. 
Aetna.  A  policy  to  do  morer 


/Etna 


'  1992  Aetna  Life  and  Casualty  Company 


and  in 

the  proper  hands.  I  want  it  done 
eorreetly^  accurately^  exactly^  pre- 
cisety^  perfectfy^  efficientfy«^  reliabty«) 
expertly^  proficiently^  faithfully^ 
totally,)  absolutely^  unequivocally^ 
unniitigatec%^  maturefy^  flawlessl^^ 
supremely^  unsurpassedly  and 
certainly  without  fault.  I  want  it 
unharmed^  unbotched^  untainted 
and  unscrewed-up.  And  most  of  all 
I  want  it  done  ^%u  E  A  Dl  ^^ 


When  the  pressure  is  on  to  do  it  right — and  do  it 

for  less — do  it  with  FedEx  Standard  Ovemighf  *' 

Service.  All  the  reliability  of  Federal  Express,  but 

for  less  money,  because  your  package  arrives 

by  3  PM  the  next  dayf  t\&  always  you  get  the  best 


package  tracking  system  in  the  business,  a  nionc)  • 
back  guarantee  and  on-call  pickup  at  no  extra 
charge.  Call  us  at  800-238-5355.  it's  cvcr>-tliing 
you  like  about  our  10:30  AM  FedEx  Priority 
()vcmight'\Scrvicc.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  YouRsr 


'  \0:M  .\M  and  3:00  PM  dclivcrv  in  A.\  iircas.  Consult  our  Seiricc  Cuidc  for  details  and  restrictions  of  our  moncy-bacli  guarantee-. 
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Reality  closes  in 

For  ABOUT  A  WEEK,  President  Clinton's  pro- 
posed Btu  tax  even  got  some  applause.  It  seemed 
fair  because  it  applied  across  the  board,  and  it 
might  even  encourage  some  energy  conserva- 
tion. And  for  those  who  tliink  the  only  way  to 
cut  the  deficit  is  to  raise  taxes,  the  Btu  tax  would 
definitely  do  that — $72  billion  worth  over  five 
years,  the  Administration  reckons. 

But  few  had  any  real  idea  what  a  tax  based  on 
British  thermal  units  was  all  about.  The  normally 
humorless  New  York  Times  editorialists  even 
tried  to  turn  it  into  a  joke,  explaining  that  Btu 
did  not  mean  "Buy  thermal  underwear." 

Then  the  truth  began  to  dawn  and  the  criti- 
cism to  mount.  As  proposed,  oil,  coal,  nuclear, 
natural  gas  and  hydroelectricity  would  be 
taxed  on  the  basis  of  how  much  heat  (measured 
in  Btu)  they  contain.  Politically  correct  solar, 
geothermal  and  wind  power  would  escape  tax. 

Oil  would  be  hit  hardest,  with  a  tax  of  60 
cents  per  million  Btu,  while  the  other  fiiels  will 
pay  26  cents  per  million  Btu.  The  Administra- 
tion figures  that  as  a  result  the  gasoline  tax  will 
climb  in  three  equal  phases  by  7.5  cents  per 
gallon  by  July  1996.  The  American  Petroleum 
Institute  says  the  eventual  tax  will  be  nearer  10 
cents  a  gallon.  The  API  also  says  that  the  Admin- 
istration is  similarly  underestimating  the  tax's 
impact  on  home  heating  oil. 

A  more  fiindamental  disagreement  con- 
cerns the  tax's  impact  on  jobs — the  key  measure 
being  used  by  the  Clintonites  of  success  or 
failure  of  their  package.  Using  Washington  Uni- 
versity's economic  model,  the  National  Asso- 
ciation of  Manufacturers  estimates  that  about 
600,000 /^w^r  new  jobs  would  be  created  than 


would  have  been  without  the  tax. 

Most  of  these  lost  job  opportunities  will  be 
in  manufacturing,  which  uses  much  more  ener- 
gy than  any  other  sector.  Energy  Department 
data  show  that  the  heaviest  energy  users  are: 
petroleum  refining,  fertilizers,  cement,  paper- 
board,  iron  and  steel  and  aluminum.  These  en- 
ergy-intensive industries  are  also  big  users  of 
oil,  gas  and  coal  as  raw  materials,  or  they  use 
large  amounts  of  so-called  process  heat,  gen- 
erated as  a  by-product  during  manufacturing. 
Energy  in  these  forms  will  be  untaxed.  But 
note  this:  The  Btu  proposal  makes  work  for 
accountants  and  lawyers;  firms  would  have  to 
pay  the  tax  first  and  file  for  a  reftind. 

The  worst  effect  of  the  proposed  Btu  tax 
would  be  on  U.S.'  net  exports.  For  a  start,  the 
tax  hits  higher-cost  U.S.  crude  oil  equally  with 
lower-cost  imported  oil.  And  domestic  oil  ex- 
ploration has  already  lost  405,000  jobs  from  a 
peak  in  the  early  1980s. 

While  other  countries  pay  very  high  taxes 
on  gasoline  at  the  pump  or  on  home  heating 
fiaels,  their  industries  do  not.  Because  of  inter- 
national trade  rules  (under  gatt),  the  U.S. 
would  be  allowed  to  apply  the  Btu  tax  only  to 
U.S. -made  products,  not  to  identical  imports. 
Examples  of  some  results:  U.S.  aluminum  in- 
got could  cost  up  to  3.5  cents  a  pound  more 
than  today's  56-cent  world  price.  Steel  for 
U.S. -made  cars  could  cost  more.  (Pity  American 
car  buyers,  who  could  end  up  paying  for  the 
Btu  tax  as  well  as  for  direct  protection  against 
steel  and  auto  imports.)  Petrochemical  makers 
would  likely  import  partly  refined  feedstocks 
rather  than  taxable  crude  oil. 


Congress  will  mangle  this  tax  to  death 


The  Clinton  Administration  will  charac- 
terize facts  like  those  above  as  the  work  of  vil- 
lainous special  interests.  But  that  doesn't 
mean  Congress  won't  be  paying  attention  to 
them.  The  outcome  will  likely  be  that  this 
tax — the  largest  single  "contributor"  to  the 
Clinton  package — will  either  die  or  be  so 
modified  as  to  be  unrecognizable. 

The  Texas,  Oklahoma  and  Louisiana  dele- 
gations will  refuse  to  vote  for  a  tax  that  discour- 
ages domestic  drilling  (despite  Texan  Trea- 
sury Secretary  Bentsen's  best  persuasion).  Do 
not  underestimate  the  political  strength  of  this 
gang.  It  was  concern  that  the  Democrats  might 
lose  the  May  1  special  election  for  Bentsen's 
Senate  seat  to  a  Republican  that  scared  the  Ad- 
ministration into  keeping  the  $12  billion  su- 
percollider alive. 

The  South  has  allies  ir^  the  Northeast,  where 


residents  pay  a  bigger  share  of  their  income  for 
home  heating  fiiels  than  other  regions.  Sena- 
tor George  J.  Mitchell  (D-Me.)  still  bears  scars 
from  the  luxury  tax  on  boats,  which  led  to 
layoffs  in  his  state.  Mitchell  learned  his  lesson 
and  dares  not  support  a  tax  on  heating  oil. 
Neither  can  Senator  Daniel  P.  Moyiihan  (D- 
N.Y.),  chairman  of  the  Senate  finance  com- 
mittee. He  faces  reelection  in  1994. 

At  the  least,  these  Northeastern  politicians 
will  press  to  extend  forever  the  two-year  exemp- 
tion proposed  by  Clinton  for  the  Yankees' 
heating  oil. 

And  don't  forget  Senate  Appropriations 
Committee  Chairman  Robert  C.  Byrd  (D- 
W.Va.),  a.k.a.  Mr.  Coal.  He  thinks  that  West 
Virginia's  coal  economy  made  its  "contribu- 
tion" through  the  1990  Clean  Air  Act. 

-Todd  G.  Buchholz  ^ 
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BY  ROBERT  ROSENSTEIN 
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The  Forbes  index  (1967=100) 
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Let's  say  you  own  a  bunch  of  long  Treasurys,  recently 
yielding  7%,  the  lowest  return  since  the  Treasury'  first 
issued  30-year  bonds.  Then  you  read  about  Januar\''s 
inflation  in  the  Consumer  Price  Index,  which  comes  to  6% 
at  an  annual  rate.  Should  you  panic?  No,  says  Ken 
Goldstein,  ah  economist  at  the  Conference  Board.  The  CPI 
number  was  an  aberration,  he  says,  and  annual  price 
increases  will  stay  in  the  3%  to  4%  range  at  least  dtrough 
1994.  If  he's  right,  your  Treasurys  offer  a  decent,  albeit 
not  great,  real  return  of  3%  to  4% — but  that's  before  taxes. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 
Index  of  leading  Indicators  Dec  vs  Nov 

Ward's  Automotive 

5.4% 

Dept  of  Commerce 

1.9% 

Trade  balance  12  months  ended  Dec  1992 

Dept  of  Commerce 
Dept  of  Labor 

-$83bil 

All-commodity  producer  price  index  Dec  vs  Nov' 

3.0% 

GDP  4th  quarter  vs  3rd — annualized  growth 
M2  (3-month  change) — annualized  growth' 

Dept  of  Commerce 
Federal  Reserve 

3.8% 

1.0% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  2/10/93.  ^  Wholesale  goods.  ^  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements;  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  Index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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Services 


Total  index 


Inventories     •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary 
«  disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($biiiions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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FIND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  rare  sense  of  satisfaction  again. 
Then,  they  saw  that  adventure  and  comfort, 
ruggedness  and  roominess  could  still  be  found. 
They  traded  in  their  old  ideas-from  trucks  to 
cramped  utility  vehicles  to  costly  sedans-for  the 
versatility  plus  sophistication  of  Explorer. 

Today,  this  is  the 
most  sought-after  vehicle  in  its  class.  And 
finding  that  still  special  world  is  easier  than 
you  imagined. 


Touch  Drive  lets  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


FIND     YOURSELF     IN     AN     EXPLORER 


Watch  your  wallets. 
Mark  Hughes  is  back. 

Betcherlife 
Herbalife 


By  Dana  Wechsler  Linden  and  William  Stern 


Herbalife's  37-year-old  chairman,  Mark  Hughes 
Building  a  stunning  comeback  by  going  global. 


Forbes  readers  may  remember  blow- 
dried  Mark  Hughes  and  his  Herbalife 
International,  Inc.  Hughes  dropped 
out  of  school  after  ninth  grade.  He 
started  Herbalife  in  1980,  when  he 
was  just  24.  Based  in  Los  Angeles,  the 
company  recruited  an  army  of  door- 
to-door  salespeople  who  peddled 
weight-loss  and  nutrition  products 
with  allegedly  exotic  herbs  and  oils. 

Within  five  years  Herbalife  report- 
ed it  was  grossing  $427  million  a  year. 
Not  yet  30,  Hughes  in  1985  was 
raking  in  enough  to  have  paid  $7 
million  for  a  Bel  Air  mansion. 

Then  the  music  stopped.  The  Food 
&  Drug  Administration  and  a  U.S. 
Senate  subcommittee  began  investi- 
gating Herbalife's  products.  Law  en- 


46 


forcement  authorities  in  California 
charged  the  company  with  running  an 
illegal  pyramid  scheme.  After  that, 
Herbalife  had  trouble  recruiting  new 
salespeople.  By  1991  Herbalife's  U.S. 
sales  had  withered  to  $42  million. 

But  you  can't  keep  a  slick  character 
like  Hughes  down.  Herbalife  is  in  the 
midst  of  a  fantastic  recovery.  The 
company  just  announced  1992  sales 
of  $405  million  and  prt)fits  of  $20 
million  (74  cents  a  share).  Its  stock, 
which  traded  at  a  bit  under  $  1  a  share 
in  mid- 1991,  hit  14%  in  December 
1992.  It  has  since  backed  off  to  10  and 
change,  but  even  so  Hughes'  74%  of 
the  company  has  a  market  value  of 
close  to  $200  million. 

Mark  Hughes  is  37. 
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Herbalife  still  sells  tablets  and  liq 
uids  that  are  supposed  to  help  people 
lose  weight  and  feel  better.  But  Herb- 
alife isn't  really  about  products.  It's, 
about  selling. 

Herbalife  is  a  big  success  stor\'  in 
pyramid  schemes.  Pyramid  refers  to 
jthe  sales  organization,  which  is  multi- 
layered,  with  each  layer  recruiting  a 
larger  number  of  salespeople,  who  in  ji^fi 
turn  recruit  another  level. 

The  arithmetic  underlying  these 
schemes  gets  prett\'  wild.  A  simple 
pyramid  in  which  each  salesman  re- 
cruits three  new  salesmen  grows  into  L 
an  army  of  more  than  2,000  after  just 
six  layers  of  salesmen  have  been  re- 
cruited. Herbalife  has  over  250,000 
"distributors"  peddling  its  products. 
Mar\'els  California  Deputy'  Attorney 
General  Albert  Shelden,  who  prose- 
cuted the  company  in  1985:  "If  a 
system  has  everybody  duplicating 
themselves  six  times  [within  a 
month],  it's  something  like  13 
months  before  you  use  up  every  man, 
woman  and  child  in  the  world." 

On   a   per-salesman   basis,   Herb- 
alife's sales  are  pitiful:  something  like 
$1,500  a  year  each.  But  for  the  folks  TZ 
on  top,  the  rewards  are  staggering. 

Pyramid  schemes  come  and  go,  but 
Mark  Hughes'  Herbalife  is  remark- 
able for  the  strength  of  its  comeback. 
How  did  he  do  it.>  Simple.  He  did 
what  most  other  smart  business  peo 
pie  are  doing  these  days.  He  wcni 
global.  Last  year  nearly  80%  of  Herb 
alife's  sales  were  made  overseas. 

There  is  only  one  problem  with  the 
new  strategy:  It  brings  only  tempo 
rar}'  success.  Just  as  Hughes'  slea/y 
tactics  tripped  him  up  in  the  U.S.,  sc 
do  they  eventually  in  his  newer  mar 
kets.  Look  at  the  bottom  chart  oppo 
site.  It  shows  that  in  several  of  th 
countries  where  Herbalife  operates 
the  company's  sales  have  shot  up,  onl\ 
to  collapse  soon  after. 

In  the  U.K.,  for  example.  Herb 
alife's  sales  mushroomed  from  $9  mil 
lion  in  1985  to  $22  million  in  1987-f 
and  then  plunged  back  to  $6  millioJ 
in  1991,  the  latest  year  for  which  wc 
have  figures.  Mexico  and  New  Zca 
land  show  similar  patterns. 

Eventually  Hughes  will  run  out 
suckers,  among  consumers  and  sales 
people  alike. 

Lately  Herbalife's  Spanish  pyramid 
has  been  expanding  like  mad — sales  ii 
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Spain  are  up  from  $6  million  in  1989 
:o  over  $70  million  in  1991.  But 
mthorities  in  Madrid  are  now  investi- 
gating Herbalife  for  questionable 
ales  practices:  Under  Spain's  laws, 
jelling  food  products  door-to-door 
Dr  person-to-person  is  illegal.  Herba- 
life lawyers  insist  the  company  has 
done  nothing  wrong.  Madrid  officials 
tell  Forbes  that  Herbalife  sales  are 
beginning  to  ebb  in  their  area. 

Back  home,  Herbalife's  U.S.  sales 
rebounded  last  year,  to  $85  million. 
?ut  the  company  is  again  moving 
dangerously  close  to  the  line  that 
separates  legal  multilevel  sales  organi- 
zations like  Amway  Corp.  from  illegal 
pyramid  scams. 

Multilevel  marketing  organizations 
lare  legal  in  most  states  as  long  as  the 
sales  force  is  compensated  based  on 
selling  products  to  customers  not  af- 
filiated with  the  organization.  In  oth- 
er words,  the  test  of  legality  is:  Do  real 
consumers  end  up  buying  the  stuff  or 
is  it  simply  shoved  down  the  throats  of 
.sales  recruits? 

Consider  the  company's  hugely 
successful  marketing  program  intro- 
duced last  year,  called  Wealth  Build- 
ing. Under  this  plan,  new  recruits 
shelled  out  $500  for  Herbalife  prod- 
ucts, which  became  the  recruits'  in- 
ventory. In  return,  they  were  promot- 
ed to  a  higher  pyramid  level,  entiding 
them  to  a  50%  discount  on  Herbalife 
purchases.  In  other  words,  they  paid 
$500  for  products  worth  $1,000  at 
retail.  Other  entry-level  distributors, 
who  didn't  shell  out  the  $500,  got  a 
discount  of  only  25%. 

The  Wealth  Building  program  was 
phased  out  recendy.  But  Herbalife's 
new  recruits  can  still  become  "su- 
pervisors" within  one  month — and 
get  the  50%  discount — by  buying 
$2,000     of    Herbalife's     products. 

Remember  the  arithmetic  of  pyra- 
mids: The  bigger  the  organization, 
the  more  trouble  new  recruits  will 
have  finding  new  customers  to  buy 
their  goods,  and  the  higher  their 
chances  are  of  being  stuck  with  the 
stuff.  With  over  250,000  salespeople 
in  the  field,  Herbalife  is  already  at  the 
point  in  some  markets  where  the 
bushes  have  b^en  pretty  well  beaten 
for  prospective  consumers. 

The  so-called  Wealth  Building  pro- 
gram— in  which  recruits  bought 
more  to  jump  up  on  the  pyramid — 
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Tetrible  publicity 
in  the  mifHEighties 
almost  Itilled 
Herbalife.  But 
U.S.  sales  have 
turned  up  dramati- 
caliy,  thanks 
to  an  aggressive 
new  marketing 
program. 


Overseas, 
Herbalife's  sales 
have  shown  a 
predictable 
trend:  Sales  grow 
rapidly  until  the 
market  becomes 
saturated— or 
the  publicity 
turns  sour. 


was  run  by  Lawrence  Thompson  and 
Larry  Stephen  Huff,  colorful  charac- 
ters both.  Until  recendy  they  were 
executive  vice  president  of  sales  and  a 
distributor,  respectively,  at  Herbalife. 
Huff  was  one  of  the  people  behind 
Holiday  Magic,  Inc.,  a  multilevel  di- 
rect sales  cosmetics  marketer  that  le- 
gal experts  sometimes  refer  to  as  the 
"father"  of  all  pyramid  schemes.  In 
1973  the  Securities  &  Exchange 
Commission  charged  it  with  defraud- 
ing its  distributors  of  $250  million. 

A  few  years  later  Huff  was  involved 
in  another  now  defunct  multilevel 
marketing  company  called  Golden 
Youth.  It  was  in  part  at  Golden  Youth 
that  young  Mark  Hughes  learned 
about  building  pyramids. 

In  1987  Huff  pleaded  guilty  to 
conspiracy  to  commit  mail  fraud  in 
connection  with  an  illegal  Ponzi 
scheme  called  Culture  Farms,  Inc.  He 
was  sentenced  to  two  years  in  federal 


prison.  Huff  joined  Herbalife  after  his 
release. 

Lawrence  Thompson  was  HuflPs 
sidekick  for  many  years.  The  two 
worked  together  at  Golden  Youth 
and,  before  that,  at  Bestiine  Products. 
In  1973  Bestiine  was  ordered  to  pay  a 
$1.5  million  judgment  for  violating 
California  laws  restricting  pyramid 
schemes.  Now  48,  Thompson  started 
working  with  Hughes  at  Herbalife  in 
1980.  Some  of  Huff,  top  people 
from  past  schemes  are  now  high-rank- 
ing distributors  for  Herbalife. 

Is  Mark  Hughes  bothered  by  his 
distributor  HufPs  scrapes  wdth  the 
law?  Hughes  refiised  to  comment  for 
the  record. 

Given  these  histories,  it  is  no  sur- 
prise that  Herbalife  walks  close  to  the 
legal  line.  One  Herbalife  distributor 
recendy  told  an  international  confer- 
ence call  hookup  to  hundreds  of  po- 
tential salespeople  how  he  lost   19 
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Herbalife 


pounds  in  22  days  and  got  rid  of  his 
eczema  by  taking  Herbalife  tablets. 
Distributors  on  other  conference  calls 
have  told  how  Herbalife  helped  cure 
diabetes,  varicose  veins  and  lupus. 

"That  is  really,  really  serious,"  says 
Herschel  Elkins,  senior  assistant  at- 
torney general  for  California.  "If  we'd 
heard  that,  we'd  have  brought  action 
[against  Herbalife]." 

One  of  Herbalife's  hottest  prod- 
ucts these  days  is  a  tablet  called  Ther- 
mojetics,  which  supposedly  helps 
"maintain  a  proper  energy  balance  to 
reduce  excess  body  fat,"  whatever 
that  means.  Cost  per  month:  $29.95. 

Buyer  beware:  Thermojetics'  lead- 
ing ingredient  is  a  Chinese  herb  called 
Ma  Huang  that,  according  to  an  in- 
ternal bulletin  of  the  Food  &  Drug 
Administration,  contains  the  potent 
drug  ephedrine,  which  should  be 
used  only  on  the  advice  of  a  physician. 

Herbalife  claims  that  its  product 
contains  such  small  amounts  of  Ma 
Huan£  and  other  herbs  that  they 
can't  cause  any  harm.  Warns  Dr.  John 
Renner,  a  family  physician,  consumer 
health  advocate  and  longtime  critic  of 
Herbalife:  "These  are  secret  formu- 
las. It's  foolish  to  take  pharmacologi- 
cally active  substances  without  know- 
ing the  amounts.  A  little  bit  is  going  to 
do  nothing.  A  lot  will  do  you  harm." 

The  folks  running  Herbalife  seem 
aware  that  they  are  heading  for  trou- 
ble. About  six  months  ago  Huff  sev- 
ered his  ties  to  Herbalife.  He  was 
followed  in  January  by  Thompson. 

But  these  departures  probably 
won't  be  enough  to  head  off  trouble. 
Donald  Grififm  of  Baton  Rouge  re- 
members what  happened  in  1985, 
when  a  U.S.  Senate  subcommittee 
held  hearings  into  Herbalife's  prod- 
ucts. Griffin  was  30  at  the  time  and 
pulling  in  big  money  as  an  Herbalife 
distributor.  "Then  the  Senate  sub- 
committee hearings  got  out,  and  peo- 
ple stopped  taking  the  product,"  he 
recalls.  "[Distributors]  had  $20,000 
of  it  in  their  living  rooms.  [My]  in- 
come went  from  $15,000  a  month  to 
zero,  just  like  that." 

Mark  Hughes  is  unlikely  to  suffer 
such  privation.  Last  year  Forbes  esti- 
mates he  drew  close  to  $10  million  in 
cash  compensation  and  dividends.  He 
also  traded  up  to  a  Beverly  Hills  estate 
once  owned  by  actor  George  Hamil- 
ton and  valued  at  $20  million.       ^ 


If  Anheuser-Busch  heir  Jim  Orthwein  moves  his 
football  team  out  of  New  England,  he  might  hurt  the 
family  company.  If  he  doesn't,  he  could  hurt  himself. 

Orthwein's 
dilemma 


By  Norm  Alster 

Are  New  Englanders  about  to  lose 
their  football  team,  the  New  England 
Patriots,  to  St.  Louis?  Will  they  blame 
Anheuser-Busch  and  boycott  the  St. 
Louis-based  brewer's  products.''  Both 
are  distinct  possibilities  in  a  profes- 
sional sports  drama  now  unfolding  in 
Missouri  and  Massachusetts. 

The  central  character  is  69 -year-old 
James  Busch  Orthwein.  Orthwein 
owns  the  Patriots.  But  he  lives  in  St. 
Louis;  his  roots  there  are  thick  and 
deep.  A  first  cousin  of  Anheuser- 
Busch  Chairman  August  Busch  111, 
Orthwein  is  a  director  of  the  firm  and 
owner  of  about  $70  million  worth  of 
its  stock.  For  years  he  led  the  hounds 
on  fox  hunts  at  Bridlespur  Hunt 
Club,  west  of  St.  Louis,  and  he  still 
enjoys   trout-fishing   in   the   nearby 


Ozark  Mountains. 

Orthwein  heads  up  a  group  deter- 
mined to  bring  a  National  Football 
League  franchise  to  St.  Louis.  The 
NFL  will  soon  announce  expansion 
into  two  new  cities:  St.  Louis  is  the 
odds-on  favorite  to  be  one,  and  Orth- 
wein and  his  group  would  probably 
get  the  franchise. 

So  here's  Orthwein's  dilemma. 
Should  he  sell  the  moneylosing  Patri- 
ots and  reinvest  in  an  expansion  team 
in  St.  Louis?  Or  should  he  simply 
move  the  Patriots  to  St.  Louis? 

At  first  glance,  the  choice  is  a  no- 
brainer.  If  he  sells  the  Patriots,  Orth- 
wein would  like  to  recoup  at  least  the 
reported  $110  million  he  paid  for  the 
team  a  year  ago,  but  many  doubt  he 
could  find  buyers  at  that  price.  Mean- 


The  New  England  Patriots  at  work  at  Foxboro  Stadium 

They've  got  to  fill  some  empty  seats  to  keep  the  franchise  in  New  England. 
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New  England  Patriots  owner  Jim  Orthwein  at  home  in  St.  Louis 
"I  very  frankly  view  football  as  a  consumer  product." 


while,  the  cost  of  an  expansion  fran- 
chise for  St.  Louis  could  run  to  $150 
million. 

Conclusion:  Move  the  Patriots  to 
St.  Louis.  Predicts  the  Patriots'  for- 
mer general  manager,  Patrick  Sulli- 
van, whose  father.  Bill  Sullivan,  once 
owned  the  team:  "The  Patriots  would 
be  worth  significantly  more  in  St. 
Louis  than  they  are  in  Boston.  I  think 
the  team  is  definitely  going  to  move 
out  of  Boston." 

But  dig  deeper,  and  Orthwein's 
decision  isn't  so  simple  after  all. 

Orthwein  bought  the  Patriots  last 
year  from  Victor  Kiam,  the  Reming- 
ton shaver  man,  and  Kiam's  minority 
partner,  Fran-Murray.  Kiam  had  made 
a  big  mistake:  He  had  allowed  owner- 
ship of  the  team  to  become  separated 
from  ownership  of  Foxboro  Stadium 
south  of  Boston,  where  the  team  plays. 
Today  Orthwein  owns  the  team,  but 
local  entrepreneur  Robert  Kraft  co- 
owns  the  stadium  with  Steve  Karp,  a 
real  estate  developer.  They  are  not 
about  to  roll  over  and  let  Orthwein 
break  his  lease.  Kraft  says  the  stadium 
was  bought  for  $25  million  and  it  is 
estimated  that  they  now  get  some  $5 


million  a  year  through  12%  of  gate 
receipts,  along  with  all  parking,  conces- 
sion and  luxury  suite  income. 

The  Patriots'  lease  runs  to  2002. 
What  if  Orthwein  tries  to  pack  up  and 
leave?  "We'll  go  to  court  and  get  an 
injunction,"  warns  Kraft.  "We  think 
w^  can  stop  him."  By  Kraft's  reckon- 
ing, they'd  be  entitled  to  roughly  $50 
million  from  Orthwein,  plus  dam- 
ages. Kraft  says  he'll  talk  about  giving 
Orthwein  a  more  generous  lease,  but 
only  if  Orthwein  will  agree  to  extend 
the  lease  for  at  least  another  ten  years. 

What  to  do.!*  Orthwein  contends 
that  the  Patriots  have  the  worst  stadi- 
um lease  in  the  NFL,  and  he  knows  that 
even  the  hope  of  a  new  facility  with  a 
better  lease  would  significantly  raise 
the  team's  market  value.  So  Orthwein 
favors  public  construction  of  a  com- 
bined football  and  convention  facility 
in  or  near  Boston.  In  this  he  has 
leverage:  In  Missouri,  politicians  and 
business  interests  united  around  a 
$260  million  plan,  financed  by  a  pub- 
lic bond  offering,  to  build  a  stadium- 
convention  complex. 

But  New  England's  football  fans 
have  some  leverage,  too.  Every  fan  in 


the  region  knows  that  Orthwein  is  a 
Busch  and  a  director  of  Anheuser- 
Busch.  Already,  edgy  New  Engend- 
ers are  talking  of  a  boycott  of  Bud- 
weiser  and  other  Anheuser-Busch 
products  if  the  Pats  decamp.  That 
would  hurt.  According  to  Frank  Wal- 
ters, director  of  research  at  M.  Shan- 
ken  Communications,  an  alcoholic- 
beverage  trade  publisher,  Anheuser- 
Busch  claims  56%  of  the  $1.6  billion 
New  England  beer  market. 

Orthwein  insists  that  the  brewery 
has  no  say  in  what  he  does.  But  he 
allows  that  cousin  August  III,  An- 
heuser-Busch chairman,  has  ex- 
pressed to  Orthwein  his  hope  that 
Orthwein  won't  move  the  team. 

Orthwein  spent  37  years  in  the 
advertising  business  at  D'Arcy  Mac- 
Manus  &  Masius.  At  D'Arcy,  he 
helped  create  the  memorable  "For  all 
you  do/This  Bud's  for  you"  cam- 
paign, one  of  the  most  successfijl  ad 
campaigns  ever.  In  short,  Orthwein 
knows  something  about  developing 
consumer  brand  names  and  is  trying 
to  do  that  for  the  Patriots.  "I  very 
frankly  view  football  as  a  consumer 
product,"  he  says. 

As  he  lobbies  for  a  new  stadium, 
Orthwein  plans  first  to  improve  his 
product,  then  its  marketing.  A  step  in 
both  directions  was  the  hiring  of  Bill 
Parcells,  a  high-profile  coach  who 
won  two  Super  Bowls  with  the  New 
York  Giants  and  is  well  known  to 
football  fans  in  New  England,  where 
Giants  games  have  been  broadcast  for 
many  years.  Patriots  season  ticket 
sales  exploded  immediately  after  Par- 
cells  was  hired. 

Also  on  Orthwein's  drawing  board: 
plans  to  redesign  the  team's  logo  and 
uniforms.  This  should  benefit  sales  of 
Patriots-licensed  sports  gear,  current- 
ly among  the  worst  in  the  NFL. 

What  will  Orthwein  do  with  the 
Patriots.^  Quite  understandably,  he's 
playing  his  cards  close  co  his  vest.  "1 
intend  to  leave  the  Patriots  in  much 
better  shape  than  1  found  them  in 
and,  hopeftiUy,  in  New  England  with 
proper  financially  strong  local  owner- 
ship," he  says. 

Clearly,  Orthwein  would  rather 
keep  the  Patriots  in  New  England. 
But  if  he  can't  make  the  team  suffi- 
ciently attractive  to  prospective  buy- 
ers, he  may  have  little  choice  but  to 
take  the  Pats  west.  UM 
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Foreigners  have  been  big  buyers  of 
U.S.  coal  properties.  What  do  the 
buyers  know  that  the  sellers  don't? 

Buy  low 


By  Marcia  Berss 


Hanson  Industries  Chief  Executive  David  Clarke 

"People  are  not  going  to  shut  off  their  electric  lights." 


In  January  the  British  conglomerate 
Hanson  Pic.  swapped  gold  mines  in 
California  and  Nevada  that  it  valued 
at  about  $150  million  for  the  coal 
operations  of  Santa  Fe  Pacific.  Han- 
son already  owns  Peabody  Holding, 
whose  revenues  of  $1.8  billion  make 
it  the  U.S.'  largest  producer  of  coal. 

What's  with  the  Brits  and  coal.>  In 
February  Britain's  rtz  Corp.,  the 
world's  biggest  mining  group,  agreed 
to  pay  PacifiCorp  $470  million  for  its 
Oregon- based  Nerco  operation,  rtz 


will  sell  ofFNerco's  oil  and  natural  gas 
business  and  retain  its  coal  mines, 
seventh-largest  in  the  U.S.  A  few  days 
later  rtz  bought  Sun  Co.'s  big  Wyo- 
ming coal  mine. 

The  Germans  -seem  to  like  Ameri- 
can coal,  too.  In  1991  the  world's 
second-largest  coal  miner,  Germany's 
Rheinbraun  AG,  bought  from  Du 
Pont  half  the  number  two  U.S.  coal 
miner.  Consolidation  Coal,  which 
they  now  operate  jointly. 

But  Hanson  is  by  far  the  most 


aggressive  buyer  of  coal  properties. 
With  many  of  its  acquisitions,  Hanson 
has  acted  as  an  asset-stripper,  disman- 
tiing  purchases  for  what  the  parts  will, 
bring.  Not  so,  apparentiy,  in  coal. 
David  Clarke,  head  of  Hanson's  U.S. 
unit,  says  Hanson's  interest  in  U.S. 
coal  is  strictiy  long  term.  Coal,  he  tells 
Forbes,  is  a  basic  consumer  good, 
while  gold  clearly  is  not.  Moreover, 
while  gold  mines  are  usually  mined 
out  after  12  years,  Peabody  has  over 
100  years  of  coal  reserves.  "That 
makes  me  feel  comfortable,"  he  says. 
Why  are  the  Europeans  stepping  in 
where  Americans  seem  to  be  getting 
out?  Hanson's  Clarke  points  out  that 
the  major  sellers  have  been  oil  compa- 
nies such  as  Mobil,  Shell  and  Sun.  Oil 
companies,  he  sniffs,  "are  not  known 
for  their  efficient  method  of  opera- 
ting." He  says  the  oil  boys  got  into 
coal  at  the  top  in  the  late  1970s,  and 
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Will  they  ease  restrictive  work  rules? 


are  getting  out  close  to  the  bottom. 

Since  Hanson  bought  Peabody  in 
1990,  it  has  shifted  much  of  its  90- 
million-tons  U.S.  production  to  low- 
sulftir  from  high-sulfur  coal.  Electric 
utilities,  its  biggest  clients,  are  in- 
creasingly converting  to  low-sulftir 
coal  to  meet  1995  requirements  of 
the  Clean  Air  Act  Amendments. 

Hanson  has  squeezed  $25  million 
out  of  Peabody's  overhead,  boosting 
Peabody's  operating  margins  up  from 
under  14%  in  1989,  to  15.5%  last  year. 
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1992  Peabody  had  pre-interest, 
>retax  earnings  of  $280  million,  giv- 
ng  Hanson  a  16%  return  on  its  $1 .75 
)illion  investment. 

Perhaps  one  of  the  things  that 
oured  U.S.  oil  companies  on  owning 
oal  was  the  troubled  labor  history  of 
he  coal  industry.  Indeed,  Peabody 
rlolding  subsidiaries  are  being  struck 
5y  the  United  Mine  Workers.  Pea- 
body is  the  U.S.'  most  unionized 
producer,  and  east  of  the  Mississippi 
River  operates  only  union  mines. 
Elsewhere,  UMW  tactics  have  already 
educed  union-mined  coal  to  only 
35%  of  the  U.S.'  total,  from  50%  in 
1980  and  65%  in  1970. 

Most  major  eastern  coal  producers 
operate  both  union  and  nonunion 
mines,  a  practice  called  double- 
breasting.  Because  of  their  more  flexi- 
'ble  work  rules,  nonunion  mines  can 
be  nearly  twice  as  productive  as  the 
average  union  mine  in  the  East.  Pea- 
body decided  to  go  along  with  the 
UMW  and  operate  only  union  mines, 
and  Irl  Engelhardt,  president  of  Pea- 
body Holding,  says  the  strike  shows 
double-breasting  would  likely  have 
been  a  better  strategy. 

But  Hanson  is  taking  the  strike  in 
stride.  Supervisors  and  managers  are 
shipping  enough  coal  to  meet  con- 
tracts. Besides  which,  the  utilities 
have  high,  90-day  stockpiles. 

Hanson  is  also  taking  quite  calmly 
the  new  energy  taxes  proposed  as  part 
of  the  Clinton  tax  increase.  Its  execu- 
tives figure  a  tax  based  on  British 
thermal  units  will  not  dent  coal's  cost 
advantage  over  rival  natural  gas.  (Coal 
costs  $1.45  per  million  Btu,  versus 
$2.20  per  million  Btu  for  gas.)  Pea- 
body is  further  protected  because 
long-term  contracts  allow  it  to  pass  on 
any  tax  increase  to  the  utilities. 

Hanson's  enthusiasm  for  coal  ex- 
tends abroad.  Last  year  it  bought  an 
option  on  a  low-sulfur  mine  in  Vene- 
zuela, with  the  aim  of  selling  coal  to 
Europe.  Late  last  year  it  thought  it  had 
a  deal  to  buy  Australian  coal  mines — 
for  Asian  export — from  Britain's  Cos- 
tain,  wliich  instead  sold  the  mines  to  a 
French  firm.  Hanson  is  suing. 

Hanson  is  even  considering  buying 
Britain's  troubled  nationalized  coal 
company,  when  it  is  privatized.  "Pea- 
body has  a  lot  of  expertise  in  under- 
ground mining  that  could  be  helpful 
to  British  Coal,"  offers  Clarke.       WM 


In  the  face  of  disappointing  showings,  BN's  Jerry 
Grinstein  has  held  on  to  his  job.  How  much  longer? 

Sweet-talking 
the  board 


By  Phyllis  Berman  and  Roula  Khalaf 

On  Feb.  2,  selected  maintenance 
men,  secretaries  and  trainmen  from  all 
over  Burlington  Northern's  25,000 
miles  of  railroad  track  were  flown  to 
Fort  Worth,  there  to  dine  in  splendor 
with  Chief  Executive  Gerald  Grin- 
stein, 60.  The  gregarious  Grinstein 
cracked  jokes  and  exchanged  one- 
liners  all  evening.  Next  morning  he 
prodded  his  public  relations  executive 
with  evident  concern:  "How  do  you 
think  it  went  last  night.^" 

The  exercise  was  a  hit.  Jerry  Grin- 
stein does  this  sort  of  thing  terribly 
well.  The  man  who  runs  the  nation's 
longest  rail  system  is  regarded  by  most 
of  his  employees  as  an  understanding 
boss  and  a  decent  fellow. 

This  is  a  useful  image  for  a  boss  to 
have,  but  it  isn't  enough.  The  Bur- 
lington Northern  railroad  hasn't  been 
doing  well.  On  revenues  of  $4.6  bil- 
lion the  railroad  had  the  worst  operat- 
ing ratio  among  publicly  traded  com- 
panies in  the  business  last  year.  The 
operating  ratio — operating  expenses 
as  a  percentage  of  revenues — was 
85.2%  in  1988,  the  year  before  Grin- 


stein took  over.  In  1992  it  was  87% — 
meaning  that  only  1 3%  of  revenues 
were  left  over  for  interest  on  debt, 
income  taxes  and  profits.  Archrival 
Union  Pacific,  meanwhile,  has  im- 
proved its  operating  ratio  from  80.3% 
to  79%  over  the  same  period.  Out  of 
every  revenue  dollar,  up  brings  down 
to  operating  income  60%  more  than 
BN  does. 

BN  has  problems  with  both  the 
numerator  and  the  denominator  of 
the  ratio.  The  main  reason  costs  are  so 
high.'  Grinstein,  ever  the  kindly  boss, 
hasn't  been  able  to  tame  the  unions. 
The  rest  of  the  industry  now  runs 
trains  with  two-  or  three-man  crews, 
but  so  far  Grinstein  has  failed  to  get 
labor  concessions  to  reduce  crew  size 
on  one -third  of  his  system.  This  alone 
costs  Burlington  close  to  $100  mil- 
lion a  year. 

Grinstein  landed  in  this  position 
because,  unlike  most  other  railroads, 
he  didn't  file  to  have  the  dispute 
arbitrated  before  a  presidential  board 
until  the  beginning  of  1992.  Why? 
Grinstein    had    hammered    out    an 
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agreement  to  reduce  crew  size  on  the 
southern  routes,  something  he  mis- 
takenly thought  he  could  impose  on 
the  northern  lines. 

Another  cost  factor:  Since  1989 
personal  injury  costs  have  almost  dou- 
bled, to  $255  million  in  1992. 

As  for  revenues,  they've  been  flat 
since  1988.  bn's  coal  traffic  has  been 
under  price  pressure.  There  was  a 
time,  not  so  many  years  ago,  when  bn 
owned  the  coal  business  emanating 
from  the  Powder  River  Basin  in  Wyo- 
ming. No  longer.  Today  up,  which 
can  offer  shippers  lower 
rates,  has  won  30%  of  that 
business.  Holding  the  rem- 
nant is  important  to  BN 
since  it  accounts  for  a  third 
of  its  revenues  and  probably 
more  than  50%  of  profits. 

Some  of  the  coal  traffic  is 
up  for  contract  renewal 
starting  in  1994.  BN  will 
almost  certainly  lose  more 
of  its  remaining  70%  unless 
it  can  match  up's  rates.  This 
will  be  difficult  so  long  as  its 
costs  are  so  much  higher — 
as  evidenced  by  its  high  op- 
erating ratio. 

What  about  other  busi- 
nesses? There  is,  for  exam- 
ple, intermodal.  That  is, 
moving  goods  in  contain- 
ers or  trailers  by  the  cheap- 
est combination  of  meth- 
ods available— rail,  water  or 
road.  The  railroad's  com- 
mitment to  that  business  ^^^M 
has  been  the  subject  of  in- 
ternal bickering,  and  Grinstein  has 
not  made  his  position  clear.  Since 
1989  intermodal  has  grown  only 
9.5%,  to  $711  million. 

Besides  being  a  heck  of  a  public 
relations  man,  what  are  Jerry  Grin- 
stein's  qualifications  to  run  a  railroad? 
Minimal.  He  was  first  recruited  in 
1985,  to  the  board  of  Burlington 
Northern,  then  the  parent  company 
of  the  railroad.  At  the  time  he  was 
with  Western  Airlines. 

When  he  took  over  the  railroad  in 
1989,  Grinstein  inherited  a  difficult 
situation.  In  the  Eighties  parent  Bur- 
lington Northern  was  diversifying 
away  from  rail  and  into  energy.  To  do 
so,  it  milked  the  railroad's  cash,  hold- 
ing capital  expenditures  to  an  average 
of  $340  million  annually  when  the 
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railroad  probably  should  have  been 
spending  almost  twice  that  to  keep  up 
with  rapidly  changing  technology.  In 
1988,  when  the  parent  spun  off  its 
energy  business  to  shareholders,  it  left 
the  railroad  saddled  with  $2.8  billion 
in  debt,  more  than  three  times  equity. 
Grinstein  has  reduced  that  debt  to 
$1.5  billion  and  raised  new  equity < 

But  he  hasn't  done  much  with  the 
railroad.  In  early  1991  the  BN  board 
protested  the  lack  of  a  turnaround  and 
asked  Grinstein  to  bring  in  Jack  Chain 
to  work  under  longtime  railroader 


Burlington  Northern's  Gerald  Grinstein 

He's  a  jolly  good  fellow,  but  that's  not  enough. 


William  Greenwood,  then  Grinstein's 
number  two  man.  Chain,  a  former 
high-ranking  officer  from  the  Strate- 
gic Air  Command,  was  to  strengthen 
management,  but  there  still  was  no 
turnaround.  Then  last  summer,  with- 
out informing  the  board,  Grinstein 
pushed  both  Chain  and  Greenwood 
aside.  Chain  now  oversees  safety. 
Greenwood  heads  marketing.  The 
board  apparently  accepted  Grin- 
stein's argument  that  the  poor  perfor- 
mance was  the  fault  of  Greenwood 
and  Chain.  Grinstein  pacified  the 
board  in  August  by  naming  William 
Francis,  who  had  many  years  of  rail- 
road experience,  to  run  day-to-day 
operations. 

What  now?  Francis  promised  the 
board  that  by  the  end  of  1993  the 


railroad  would  turn  around.  It  would 
have  between  $750  million  and  $800 
million  in  operating  income  and  an 
operating  ratio  of  just  80%. 

Grinstein  points  proudly  to  1992 's 
fourth  quarter.  It  was  surprisingly 
strong,  the  operating  ratio  dropping 
to  83.4%.  Since  the  announcement  bn 
stock  jumped  12%,  to  a  recent  47. 

"Burlington  Northern  is  on  its  way 
to  being  the  number  one  railroad 
again,"  Grinstein  insists.  He  points  to 
bn's  spanking-new  computerized 
control  center  at  Fort  Worth  head- 
quarters, which  he  claims 
will  provide  his  customers 
with  "precision  execution" 
that  is  superior  to  Union 
Pacific's.  Grinstein  asserts 
that  within  six  months  he 
expects  to  settle  all  remain- 
ing labor  disputes. 

Francis  will  probably 
succeed  in  getting  Burling- 
ton's costs  down,  deliver- 
ing on  his  promise  and 
boosting  the  railroad's 
near-term  performance. 
But  the  cost-cutting  may 
come  at  the  expense  of  ser- 
vice and  ultimately  cut  into 
the  railroad's  revenues. 

The    cost-cutting    bears 
watching.    BN    has    some- 
times seemed  to  play  games 
with  its  depreciation.  Rail- 
roads are  allowed  to  change 
the  life  over  which  they  de- 
preciate their  assets.   Bur- 
lington has  done  it  more 
aggressively    than    others, 
resulting  in  major  swings  in  its  depre- 
ciation expense.   For  the   first  nine 
months  of  1992  BN  reduced  its  depre- 
ciation expense  by  some  $19  million. 
During  the  fourth  quarter  it  also  cut 
travel  expenses.  The   last  time  the 
company  did  that,  the  expenses  crept 
back  in  the  next  quarter. 

Grinstein  had  two  main  critics  on 
the  board — his  predecessor  at  the  rail- 
road, Darius  Gaskins,  and  America 
First  C>os.  (Chairman  Michael  Yanncy. 
Grinstein  recently  successfully  ma 
neuvered  Gaskins  off  the  board.  The 
betting  is  Yanncy  is  next. 

But  Grinstein's  job  is  not  yet  safe. 
Many  prominent  corporate  heads 
have  rolled  already  in  the  Nineties. 
How  much  more  time  does  jerry 
Grinstein  have?  ^ 
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Dn  Its  Astounding  Journey  Across  Many  Countries,  The 
""^  "onarch  Lands  In  Thousands  Of  Places. 


Even  Alitalia  Doesn't  Land  In  So  Many  Destinations. 


But  Alitalia  does  make  it  easy  for  you  to  fly 
to  Italy  and  then  to  115  cities  in  57  countries 

around  the  world. 

To  all  of  Europe,  Africa,  the  Near,  Middle 

and  Far  East,  North  and  South  America  and 

Asia.  And  to  26  cities  in  Italy  itself. 

Nothing  But  Nonstops  And  Widebodies. 

Easy  because  Alitalia  flies  the  most  nonstops  and 

only  widebodies  from  New  York,  Boston, 

Miami,  Chicago  and  Los  Angeles  to  Rome  and  Milan. 

Exclusive  Business  Class  Terminal. 

Only  Alitalia  has  a  separate  terminal  in 

Rome  exclusively  for  business  class  travelers 

with  its  own  passport  control. 

Swift,  Stressless  Connections. 

Flying  from  the  U.S.  through  our  hub  terminal  in 

Rome,  you  can  make  hassle-free  connections 

to  Alitalia  locations  in  Italy  and  beyond 

with  through  check-in  and  no  customs  until  your 

final  destination. 

Let  Alitalia  take  you  to  Italy. 

To  the  world.  Gracefully  Gently  Beautifully. 

For  information  or  reservations,  call 

your  travel  agent  or  Alitalia  at  1-800-223-5730. 


Alitalia  is  a  participant  in  the 

mileage  programs  of 

'ontinental,  United  and  USAir. 


/IliCalia^ 


Alitalia   first.  The   rest  is   easy. 


Ford  Motor  Co.  is  again  betting  big  money  that  it  can  build 
the  same  car  around  the  world,  and  make  money  on  it. 

Wm  the  third  time 
be  the  charm? 


By  Steve  Kichen 

Once  again  Ford  Motor  Co.  is  bet- 
ting it  will  save  a  fortune  in  develop- 
ment and  production  costs  by  build- 
ing the  same  car  in  the  U.S.  and  in 
Europe.  In  Europe  the  car,  code- 
named  CDW27,  is  called  the  Mon- 
deo;  produced  in  Belgium,  it  will  go 
on  sale  this  month.  Next  year  the 
American  version,  as  yet  unnamed, 
will  roll  from  Ford's  assembly  line  in 
Kansas  City. 

The  idea  seems  to  make  sense- — the 
Japanese  sell  some  of  the  same  models 
around  the  world — but  until  now 
Ford  hasn't  been  able  to  make  the 
"world  car"  idea  work. 

Ford  first  tried  the  world  car  con- 
cept back  in  1960.  But  its  innovative 
little  front-wheel-drive  economy  car 
died  when  Ford  realized  it  would  cost 
more  to  build  than  some  of  its  bigger 
cars.  Ford  canceled  the  American  ver- 
sion just  60  days  before  production. 

Ford's  second  world  car  attempt 
was  the  1981  Escort.  But  in  the  end 
the  American  and  European  versions 
of  the  Escort  shared  just  two  insignifi- 
cant parts.  The  problem:  Ford's  Eu- 
ropean and  American  engineering 
groups  refused  to  budge  on  their 
demands. 

The  Mondeo/CDW27  is  Ford's 
most  expensive  and  ambitious  new 
car  project  ever,  Taurus  included. 
Harold  (Red)  Poling,  Ford's  chair- 
man, says  the  total  price  tag — Euro- 
pean and  American  combined — to 
get  the  car  into  production  is  $5.5 
billion. 

Ford  is  pulling  out  all  stops  to  make 
the  Mondeo  a  success.  Four  styling 
studios — in  Italy,  California,  Cologne 
and  Dearborn — worked  on  the  proj- 
ect, which  got  its  go-ahead  seven 
years  ago.  More  preproduction  pro- 
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Ford's  new  $5.5 
billion  Mondeo 
It  will  be  a 
smashing  suc- 
cess—or Ford's 
last  world  car. 


tot)^pes  were  built  than  ever  before, 
even  for  Taurus.  The  aim  is  to  sell 
400,000  cars  a  year  in  Europe;  this 
would  be  about  a  fourth  of  Ford 
Europe's  total  car  sales,  making  the 
Mondeo  a  key  product  overseas.  The 
Kansas  Cit\'  plant  has  the  capacity  to 
build  another  250,000  of  the  cars. 

Poling  winces  when  Forbes  tells 
him  that  some  Detroiters  are  calling 
the  CDW27  "the  program  from 
hell."  Why  the  negativism?  Part  of  the 
huge  cost  might  be  technology  catch- 
up. Says  Maryann  Keller,  the  well- 
plugged-in  auto  analyst  at  Furman 
Selz:  "Ford  is  now  confronting  its 
lack  of  investment  of  the  past  decade, 
which  seems  rather  extraordinary' 
considering  how  profitable  it  was." 
So  there  are  two  new  engines  for  the 
Mondeo/CDW27,  and  a  new  auto- 
matic transmission. 

The  big  question  about  Mondeo  is 
whether  Ford  can  make  money  on  a 
midsize  car  with  a  $5.5  billion  invest- 
ment to  recoup.  GM's  Saturn  project  is 
a  sales  success  but  has  trouble  making 
money  because  of  the  billions  spent 
on  its  development.  CMirysler,  on  the 
other  hand,  stretched  $1.3  billion  to 
produce  several  versions  of  its  award- 


winning  LH  sedans.  Chrysler  is  also 
preparing  a  Mondeo-size  car  code- 
named  JA,  coming  out  about  a  year 
after  the  Ford.  Chrysler  people  say  the 
JA  car  will  cost  more  like  $1  billion  or 
so  to  develop. 

In  Europe  the  Mondeo  has  been 
well  received  by  the  automotive  press. 
The  car  is  said  to  handle,  perform  and 
ride  far  better  than  the  Ford  Tempo 
and  Mercury  Topaz  that  it  was  sup- 
posed to  replace  in  the  States.  But  the 
CvDW27  is  expected  to  be  priced  at 
roughly  $15,000,  alongside  the  bot- 
tom of  the  larger  Taurus  line  and 
several  thousand  dollars  higher  than 
Tempo-Topaz.  Because  of  CDW27's 
higher  price  tag.  Ford  may  decide  to 
keep  building  the  older  cars  for  fleet 
customers. 

When  Ford  introduced  the  Taurus 
back  in  1985,  it  was  a  bct-the-ranch 
prt)position.  The  Mondco/CDW27 
stakes  aren't  that  high.  Poling  tells 
FoRBKS  that  the  car  can  be  profit- 
able— especially  on  the  European 
side — despite  the  $5.5  billion  invest- 
ment. But  if  the  Mondeo/CDW27 
isn't  a  smashing  success.  Poling  ad 
mits  that  Ford  may  well  abandon  tlic 
world  car  concept.  ■■ 
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Your  demand  ror  a  rirst-class  ticket  to  Milan.  Pronto. 
Not  Overlooked. 

Your  desire  ror  trousers  pressed  to  military  standards.  On  tne  double. 

Not  Overlookea. 

Your  craving  lor  New  York  steak  witn  nand-cut  tries.  At  1:30  a.m. 

A^^  Overlookea. 


an 
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Above, 
an  example  ol  some  tnings  we  admittedly  overlook. 


liou  ve  never  experienced  anytning  quite  like  it. 
Even  in  Newark. 


FburSeasonsHotel 

NEW  YORK 

57  EAST  57  STREET  BETWEEN  MADISON  AND  PARK. 
TELEPHONE  (212|  758-5700  OPENING  SPRING  1993. 


LUNCH    WITH    YOUR    REALTOR. 


4BDR,    3BTH. 


MOTIVATED    SELLER. 


CLOSE    TO    RESTAURANTS. 


CLOSE    TO    SHOPPING, 


CLOSE    TO    WORK. 


YOU'LL    NEVER    HAVE    TO    DRIVE    AGAI 


HOW    MANY    WAYS    CAN    YOU    SAY    NO. 


1  l)in\Hm  OjTijyiila  Miilitr  >ulfs.  I  .S.A..  Iiii.  I.exu<  reminds  \oit  lo  near 


The  New   GS  300  Performance  Sedan.  220-HP  IN-LINE  SIX;  DUAL  AIRBAG  SRS;' VEHICLE  SPEED-SENSING  POWER  STEI 


THE    NEXT   LEXUS:    Introducing   The   GS300. 


IE -TUNED  DOUBLE-WISHBONE  SUSPENSION;  AND -BELYING  ITS  SPIRIT- FOUR  DOORS. 


® 


The  Rekruless  Pursuit  Of  Perfection. 
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There  is  a  cheap  and  effective  way  for  the  U.S.  to  intervene  in  the 
Balkan  civil  war  without  putting  our  warplanes  and  our  soldiers  at  risk. 


Thetmth 
weapon 


BY  MICHAEL  NOVAK 


Eiin 


Michael  Novak  holds  the 

George  Frederick  Jewett  chair  in  religion  and 

public  policy  at  the  American  Enterprise 

Institute  in  Washington,  D.C.  His  book  The  Spirit 

of  Democratic  Capitalism  has  been  widely 

translated  around  the  world.  He  also 

serves  on  the  Board  of  International  Broadcasting, 

which  governs  Radio  Free  Europe. 


Most  of  my  friends  who  used  to  be 
doves  have  now  become  hawks.  Some 
who  never  before  in  40  years  have 
seen  a  U.S.  military  operation  that 
they  approved  of  (not  even  Desert 
Storm)  want  to  send  U.S.  aircraft  to 
bomb  the  Serbian  military — or  at 
least,  like  President  Clinton,  promise 
U.S.  ground  forces  some  months 
from  now  to  keep  the  peace. 

But  there  is  also  a  better  way,  infi- 
nitely cheaper  in  blood  and  treasure, 
close  at  hand,  ready  to  use  and  in  the 
long  run  more  effective:  Give  Radio 
Free  Europe  the  resources  to  broad- 
cast into  the  former  Yugoslavia. 

Today  the  Serbian  government  has 
a  near  total  monopoly  over  Serbian 
airwaves.  Not  since  Nazism  has  there 
been  such  propaganda  power  for  ag- 
gressive nationalism  and  ethnic  ha- 
tred. Day  and  night,  "patriotism"  is 
harnessed  with  fevered  reports  of 
anti-Serbian  atrocities  (some  false, 
some  true).  Serbia  is  pictured  as  a  tiny, 
poor,  oppressed  victim,  battered  by 
international  prejudice.  Virtually  all 
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the  information  available  to  the  peo- 
ple of  Serbia  is  doctored. 

The  most  horrifying  fact  is  that  so 
many  Serbs  accept  the  government's 
version  of  events.  The  most  awfiil 
atrocities  are  daily  being  rationalized 
in  seeming  good  faith.  Appeals  to 
patriotism  swamp  public,  and  even 
private,  reason. 

The  powerful  radio  towers  of  Radio 
Free  Europe  stand  ready  to  counter 
this  hysteria.  Transmission  time  is 
now  available.  Signals  from  these 
towers  could  reach  the  Serbian  public 
loud  and  clear — as  they  have  for  four 
decades  reached  neighboring  peoples 
in  Hungary,  Romania,  Bulgaria,  the 
Czech  lands  and  Slovakia.  Native 
speakers  of  the  several  languages  of 
the  Balkan  countries  are  available,  as 
are  trained  journalists  who  are  devot- 
ed democrats  and  truth-tellers.  With- 
in 90  days,  affirms  Gene  Pell,  the 
president  of  Radio  Free  Europe,  rfe 
could  be  up  and  running,  beaming 
accurate  and  nonpartisan  information 
and  ideas  into  the  former  Yugoslavia. 

It  is  the  great  strength  of  rfh  that 
it  is  not  the  Voice  of  America  or 
the  British  Broadcasting  Corp.  or 
Deutsche  Welle  (the  German  over- 
seas service).  These  are  all  great 
broadcasting  organizations.  But  they 
have  the  disadvantage  that  they  speak 
for  foreign  governments  and  peoples; 
that  is  their  nature,  that  is  their  stated 
intention.  By  contrast,  Radio  Free 
Europe  is  broadcasting  of,  by  and  for 
the  peoples  to  which  its  programs  arc 
beamed,  rfk's  Broadcasts  to  Serbia 
would  be  by  Serbs.  Its  information 
would  be  known  to  be  utterly  reliable. 

Boris  Yeltsin  has  given  RFH  lavish 
credit  for  its  reliable  reporting  under 
fire  during  the  failed  communist  coup 
of  August  1991 ,  as  well  as  during  the 
long  years  of  the  Cold  War.  Ministers 


of  the  government  of  Estonia  pro- 
posed RFE  for  the  Nobel  Peace  Prize 
the  year  before,  for  its  role  in  making 
the  liberations  of  1989  possible. 
Many  governments,  with  the  coming 
of  democracy,  have  given  RFE  access 
to  local  AM  broadcasting  facilities  so 
that  through  its  objective  and  non- 
partisan reporting  they  might  teach 
new  habits  of  freedom  and  communi- 
ty to  peoples  still  trying  to  overcome 
many  years  of  communist  habits. 

Throughout  Eastern  Europe,  the 
journalists  of  RFE  are  welcomed  at  local 
appearances  as  national  heroes.  Why 
not  unleash  their  colleagues  in  the 
former  Yugoslavia."  The  Serbs,  Croats, 
Bosnians  and  others — Christian,  Or- 
thodox, Muslims,  Jews — are  also 
moved  by,  in  Lincoln's  great  phrase, 
the  better  angels  of  their  nature.  Radio 
can  reach  these  inner  angels  with  the 
power  of  fact,  a  larger  oudook,  and  an 
appeal  to  our  common  humanity  in 
the  light  of  the  Universal  Declaration 
of  Human  Rights. 

The  cost  of  putting  rfe  on  the  air  in 
the  Balkans  and  underwriting  its  annu- 
al budget  would  be  cheaper  than  the 
loss  of  even  a  single  warplane  by  acci- 
dent or  hostile  fire.  RFE  aims  at  minds, 
and  surely  minds  arc  closer  to  the 
center  of  the  evils  in  the  Balkans  today 
than  any  target  that  even  the  laser 
weapons  of  Stealth  fighters  can  hit. 

The  most  stupid  piece  of  legislation 
proposed  before  the  U.S.  Congress  in 
several  decades  is  newly  elected  Sena 
tor  Russell  Feingold's  (D-Wis.)  bill  to 
disband  RFE/RL  over  a  three-year  peri 
od.  ('ongre.ss  should  reject  Feingold's 
bill  out  of  hand,  and  then  unsheath  the 
gleaming  weapon  that  best  penetrates 
the  defenses  of  dictatorship — tiic 
trutii.  This  is  a  chance  to  aim  directly  at 
the  mind  of  Serbia — and  to  implode 
the  falsehoods.  IH 
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But  really, 
how  much  impact  can 

a  phone  system 

have  on  a  company's 

profits? 

How's  357%  grab  you? 

Don't  believe  it?  Just  ask  West         we  installed  a  system  that  lets 
Capital  Financial  Services.  agents  handle  nearly  four  times  as 

Their  revenues  are  tied  many  calls  a  day 


Mr  X  isn't  in?  How  could  Ms.  Y 


service  customers  faster? 


It  may  be  you  need  something 
as  sophisticated  as  a  telephone- 
to-computer  link.  Or  as  simple 
as  a  creative  way  to  use  voicemail. 

In  the  end,  you  get  a  phone 
system  that  works  harden  And 


directly  to  the  efficiency  of  their 

phone  system.  But  with  a  merely 

ordinary  phone 

system  and 

a  tedious       ^^^ 

set  of  manual 
procedures, 
processing  accounts 
was  painfully  slow- 
going. 

They  knew  there  had  to  be  a 
better  way  So  they  called  ROLM. 

« 

And  we  did  something 
different.  We  asked  questions. 


Revenues 


instantly 


shot 


up  from 


a  business 


that  works  more  efficiently  Give 


us  a  call  at  I-800-ROLM-I23. 


We'll  send  you  a  free  video 


■^B       ^1.4  million    ~ 

~   higniignting  a  numbe 

annually  to  $5 

O 

of  impressive  ROLM 

million. 

ROLM  is  part  of  the  Siemens 

success  stories. 

Not  too  shabby 

family.  The  worid's  largest 
private  communication 

Of  course,  you 

—  for  a  phone 

systems  manufacturer,  serving 
you  in  over  132  countries 

will  be  even  more 

system. 

around  the  world. 
Talk  about  big  families. 

impressed  when  you 

You  see,  at 

_   see  what  we'll  do 

ROLM,  we  insist  on  learning 
every  last  detail  about  your 


business.  Who  calls  whom  at 


for  your  business. 


A  Siemens  Company 


We  observed  their  business.  And         what  time?  What  happens  if 
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Checkpoint  Systems'  founder  Ted  Wolf  decided  lie'd 
made  a  big  mistake  in  choosing  his  successor. 
But  firing  him  has  not  solved  Wolfs  problems. 

"Gerry  chose  to 
be  a  very  nice 
human  being" 


By  Seth  Lubove 


Checkpoint  Systems'  A.E.  (Ted)  Wolf  and  security  tags 
"I  don't  mind  if  people  think  I'm  nuts." 


"There  is  a  value  in  people  thinking 
you're  totally  insane,"  says  A.E. 
(Ted)  Wolf.  "I  don't  mind  if  people 
think  I'm  nuts.  It  creates  terror." 

Ted  Wolf  is  chairman,  chief  execu- 
tive and  7%  owner  of  Checkpoint 
Systems,  Inc.,  a  $72-million-a-year 
(sales)  maker  of  those  ubiquitous 
antishoplifting  tags  that  adorn  every- 
thing from  baseball  mitts  to  neckties 
to  newborn  babies.  Wolf,  63,  started 
the  business  in  1969,  as  a  sideline  to  a 
packaging  company  he  was  running. 
But  he  saw  more  potential  in  Check- 
point than  in  packaging,  and  in  1977, 
when  sales  reached  $3  million,  he 
spun  off  Checkpoint  to  shareholders. 

By  1986  Checkpoint  was  tied  for 
number  two  in  the  security  tag  busi- 
ness with  Knogo  Corp.  but  well  be- 
hind Sensormatic  Electronics  Corp. 
(1992  sales,  $310  million).  Wolfs 
stock  at  the  time  was  worth  around  $6 
million,  and  he  decided  to  anoint  his 
successor:  Gerald  Klein,  a  former  ac- 
countant who  was  Checkpoint's  se- 
nior vice  president  of  operations. 
Their  deal,  according  to  Klein:  Wolf 
would  retire  within  two  years. 

But  it  never  happened.  Instead,  in 
July  1991,  Wolf  sacked  Klein. 

Irrational  behavior?  Wolf  doesn't 
think  so.  He  explains:  "I  said,  'Gerry, 
my  [Checkpoint]  shares  are  worth 
what  they  were  four  years  ago.  I  don't 
like  that.  The  only  time  we  get  men- 
tioned is  in  reports  on  Sensormatic' 

"People  liked  us  because  we 
weren't  a  threat,"  Wolf  continues. 
"Even  Sensormatic  said  they  liked  us. 
Gerry  chose  to  be  a  very  nice  human 
being.  If  they  say  Ted  [Wolf]'s  a  nice 
guy,  that  is  not  necessarily  a  part  of 
being  a  successfiil  businessman." 

Retorts  Klein:  "When  I  left  I  had 
mixed  feelings.  A  third  of  me  was  sad, 
a  third  was  angry,  and  a  third  said,  'At 
least  I  don't  have  to  put  up  with  his 
[Wolfs]  crap  anymore.'  " 

After  getting  rid  of  Klein,  Wolf 
threw  himself  back  into  making 
(Checkpoint  a  tough  competitor.  He 
increased  Checkpoint's  sales  force  by 
50%,  acquired  distributors  and 
brought  out  new  security  products. 
Last  year  C'heckpoint's  earnings  in 
creased  eightfold,  to  $4.4  million,  45 
cents  a  share,  on  revenues  of  $72 
million.  That  was  still  well  below  the 
record  earnings  achieved  by  Klein  in 
1986  and  1990  (65  cents  and  72  cents 
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Tb  build  the  country's  best 

educated  work  force,  you 

have  to  start  at  the  beginning. 


If  you  want  to  compete  in  the  21st 
century,  you're  going  to  have  to 
know  the  language.  And  the  language 
won't  always  be  Enghsh. 

That's  why  the  public  school  system 
in  Fairfax  County  offers  language 
immersion  programs  in  Japanese, 
Spanish  and  French.  The  goal  is  to 
make  students  fluent  by  junior  high. 
And  by  adulthood,  more  competi- 
tive in  world  trade. 

Forward  thinking  programs  like 
these  are  why  the  tenth  largest 


pubUc  school  system  in  die  nation  is 
also  one  of  the  nation's  best  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  often 
graduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  The 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifmalists. 

No  wonder  55%  of  Fairfax 
County  adidts  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupe  n.  You're  in  for 
an  education. 


Please  send  me  more  information  on  locating  my 

business  in  Fairfax  County. 

Name 


Title 

Company . 

Address 

City 

Zip 


State_ 


Phone 


L 


Fairfax  County  Economic  Development  /luthority 

8}00  Boone  Boul/^mrd,  Suite  4S0,  l^'ienmi,  l^irginia  22t82 

Telephone  703-790-0600,  Fax  703-S9)-t269 
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Fairfax  Comity,  \lrgima.  The  21st  Century  Is  Here. 


Checkpoint  Systems 

a  share),  but  Wall  Street  liked  the 
momentum.  Checkpoint's  stock 
price  climbed  from  6%  around  the 
time  that  Klein  was  booted  out  to  a 
high  of  almost  20  in  late  January. 

Now,  however,  Wolf  is  facing  the 
biggest  challenge  of  his  career,  as 
manufacturers  and  retailers  decide 
what  kind  of  antitheft  tag  technology 
they'll  be  using  in  the  years  ahead. 

The  buzzword  in  the  antitheft  se- 
curity tag  industry  is  "source  tag- 
ging," meaning  manufacturers  will 
apply  antitheft  tags  at  the  factory. 
That  saves  time  and  expense  for  retail- 


security  guards. 

Sensormatic  uses  an  acousto-mag- 
netic  technolog)'  in  which  metal  in  the 
tags  vibrate  and  set  off  the  alarm 
unless  the  tag  is  deactivated. 

The  recorded  music  industry  may 
be  among  the  first  to  decide  which 
antishoplifting  technology  will  be 
adopted  by  many  retailers.  With  ?00 
million  CDs  being  sold  annually,  plus 
hundreds  of  millions  of  audio  and 
video  tapes — and  lots  of  nimble-fin- 
gered teenagers  eager  to  pocket  the 
latest  tape  or  CD — the  music  industry 
is  among  the  largest  users  of  antitheft 


Gerald  Klein,  former  Checkpoint  president 

"At  least  I  don't  have  to  put  up  with  [Wolf's]  crap  anymore. 


ers,  who  now  have  to  apply  the  tags  by 
hand  on  each  item  at  the  store.  But  it 
also  means  that  retailers  will  have  to 
decide  on  a  standardized  antitheft 
detection  machine  to  install  at  their 
checkout  counters. 

Checkpoint  and  Sensormatic  use 
two  basic  detection  technologies. 
Checkpoint  uses  a  radio  frequency 
technology;  in  essence,  each  of  its  exit 
pedestals  broadcasts  a  radio  signal 
that  is  affected  by  the  detection  tag  on 
the  merchandise.  Unless  the  tags  on 
merchandise  are  deactivated  at  the 
checkout  counter,  the  pedestal  lets 
out  a  loud  buzz,  alerting  the  store's 


devices.  Under  pressure  from  ecoio- 
gists,  manufacturers  are  doing  away 
with  the  cardboard  "longbox"  pack- 
aging for  CDS.  Retailers,  who  prefer 
the  longboxes  as  a  deterrent  to  shop- 
lifters, are  going  along  but  want  the 
manufacturers  to  embed  a  standard- 
ized antishoplifting  tag  into  each  CD 
case  at  the  factory.  Before  the  end  of 
the  month  the  National  Association 
of  Recording  Merchandisers  will  an- 
nounce which  antitheft  technology  its 
members  want  the  manufacturers  to 
use.  It  is  possible  that  other  retailers 
will  follow  the  music  industry's  lead. 
To  sway  narm's  decision.  Wolf  ran 


a  ftiU-page  ad  in  Billboard  magazin 
last  January.  The  ad  asserted  tha 
magnetic  deactivation  systems,  liki 
Sensormatic's,  can  ruin  music.  Retail- 
ers say  there  is  no  evidence  for  thisi 
claim;    Sensormatic    is    now    suin 
Checkpoint  for  false  advertising  and 
demanding  $35  million  in  damages. 

Wolfs  response."  "I'm  glad  they 
don't  like  it  [the  ad],"  he  says.  "I'd  be 
upset  if  they  did.  There's  a  lot  riding 
on  this.  When  you're  trying  to  achieve 
leadership,  you  have  to  go  after  the 
number  one  guy." 

But  it  will  take  more  than  an  adver- 
tising campaign  to  convince  retailers 
to  adopt  Checkpoint's  technology. 
Checkpoint's  tags  are  less  expensive 
than  Sensormadc's,  but  they  are  no- 
torious for  setting  off  false  alarms — 
and  many  retailers  would  rather  suffer 
some  shrinkage  than  fight  an  endless 
river  of  wrongful  arrest  lawsuits. 

By  contrast,  Sensormatic's  detec- 
tion system  needs  two  unique  sig- 
nals— acoustic  and  magnetic — to  set 
it  off,  making  it  nearly  free  of  false 
alarms.  Sensormatic's  chief  executive, 
Ronald  Assaf,  tells  Forbes  that  he  has 
been  approached  by  one  large  drug- 
store chain  that  has  already  paid  out 
over  $1  million  in  false  arrest  claims 
stemming  from  false  alarms  triggered 
by  Checkpoint  systems. 

Meanwhile,  Wal-Mart  tested  both 
antishoplifting  systems  and  went  with 
Sensormatic's  more  expensive  Ultra 
Max  product.  Currently  in  170  stores, 
Sensormatic  just  got  a  $4  million  to 
$5  million  order  to  install  Sensorma- 
tic detection  equipment  in  100  more 
Wal-Mart  stores.  At  the  moment 
things  are  not  looking  very  encourag- 
ing for  Ted  Wolf. 

In  mid-February,  rumors  that  the 
NARM  subcommittee  had  recom- 
mended Sensormatic's  system  caused 
Checkpoint's  stock  to  collapse.  In  two 
days  it  dropped  a  third  of  its  value,  to 
less  than  12.  "People  who  consider 
this  battle  to  be  finished  are  wrong," 
the  combative  Wolf  asserts  neverthe- 
less. "We  are  on  the  offensive." 

Losing  the  battle  won't  necessanly 
mean  the  end  of  Checkpoint.  There  is 
general  agreement  that  the  winner 
will  license  its  technology'  to  others. 
But  Ted  Wolfs  bizarre  behavior  hasi 
greatly  antagonized  the  company  on  I 
whose    goodwill    he    may    soon    be' 
forced  to  depend.  Mi 
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TREAD  UGHTIY  DRIVE  RESPONSIBLY  OFF  ROAD  PIEASE  8UCKIE  UP  FOR  SECURHY  ©  I W3  '  ^ND  ROVER  NORTH  AMERICA   INC 


Now  there's  an  air  suspension  system  for  every  size  budget. 


he  very  technology  that  created 
revolution  in  running  shoes  is  now 
creating  one  in  Range  Rovers. 
It's  called  air  suspension. 
And  beneath  the  rugged  chassis  and 
opulent  interior  of  the  1993  Range  Rover 
bounty  LWB,  you'll  find  it  doing  things 
;oil  spring  suspensions  just  can't  do. 

Like  monitoring  the  vehicle's  height 
100  times  per  second.  Muting  road  and 
^•abin  noise  to  substantially  lower  levels. 
Providing  a  smoother  ride  on  a  variety 


of  surfaces.  As  well  as  five  different 
height  settings  to  suit  a  variety  of  condi- 
tions. It  can  even  be  lowered  enough 
to  make  getting  in  and  out  easier. 
Of  course  there  are  also  over  80 


RANGE  ROVER 


additional  improvements  to  speak  of. 

Like  a  new  4.2  liter  V-8  engine.  Elec- 
tronic traction  control.  And  a  108" 
wheelbase  that  makes  this  the  roomiest 
Range  Rover  ever  built. 

Why  not  try  one  on  for  size  by  calling 
1-800-FINE  4WD  for  the  nearest  dealer? 

Granted,  these  new  County  LWBs  are 
hardly  inexpensive. 

But  considering  how  sturdy  and 
comfortable  they  are,  we  think  you'll 
end  up  wanting  a  pair. 


I 

Oik  Of  The  Ws  lowest  Bunks  AsIkiI  Us  hi 
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diKir  111  Street  PCs  Run  Btner. 


WeToldtaToPullThePluji. 


Screaming.  Yelling.  Shouting.  It's  business  as  usual  on  the 
trading  floors  of  Wall  Street.  A  place  where  computer  downtime  isn't 
just  an  inconvenience.  It's  a  disaster.  One  bank  faced  not  only  trying 
to  maintain  hundreds  oj  PCs  in  this  environment,  but  thousands 
more  nationwide. 
So  they  gave 
BellSouth  a  call. 

W^  told  them 
the  best  way  to 
service  their  PCs 

was  to  not  service  them  at  all.  To  let  BellSouth  do  it.  So,  they  turned 
to  us  jor  their  service  solutions,  freeing  them  to  concentrate  on  the 
business  oj  banking.  Instead  oj  the  business  oj  PC  maintenance. 

Through  Dataserv,  Inc.,  a  BellSouth  company,  the  bank  received 
the  technical  expertise  and  quick  repairs  required  jor  the  PCs  they  had 
on  the  exchange,  and  the  thousands  more  around  the  country. 

The  results?  A  signijicant  reduction  in  downtime.  Improved 
customer  service  and  the  conjidence  that  comes  jrom  a  more  reliable 
system.  Needless  to  say  the  bank  was  pleased.  But  not  surprised. 
Because  they  were  already  relying  on  BellSouth  jor  many  oj  their 
cellular,  paging  and  voice  systems. 

They  selected  BellSouth  because  were  a  lot  more  than  one  company. 
V(^'re  a  jamily  oj  communications  companies,  capable  oj  providing 
your  busfness  with  the  same  innovative  solutions  that  we  provided 
jor  them.  From  paging,  cellular,  mobile  data,  and  injormation 
services,  to  sophisticated  telecommunications  networks,  BellSouth 
has  the  depth  oj  resources  required  to  meet  your  communications 
challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their  account  with 
BellSouth.  Call  your  BellSouth  Representative,  or  1-800-720-BELL. 


©1993  BellSouth  Corpomtiou 


Telecom  mun  ica  tions 

Injormation  Services 

Mobile  Communications 

Advertising  Services 


BELLSOUTH 


Everything  you  expect  jrom  a  leader'^ 


Jack  Eugster,  who  has  made  Musicland  by  far  the  nation's 
largest  record  retailer,  has  his  eye  on  bigger  things. 

Media  merchant 
to  the  baby  boomers 


By  Christopher  Palmeri 

From  his  headquarters  in  Minne- 
apolis, Jacic  Eugster,  47,  runs  the 
nation's  largest  record  store  chain. 
His  Musicland  and  Sam  Goody  stores 
in  49  states  account  for  8%  of  total 
music  industr)'  sales.  That's  double 
the  share  of  Tower  Records. 

A  veteran  of  Target  Stores  and  the 
Gap,  Jack  Eugster  knows  his  mer- 
chandising. He  was  brought  in  to  run 
the  moneylosing  record  chain  in  1980 
when  it  was  still  owned  by  Primerica. 
He  turned  it  around,  in  part  by  install- 
ing a  computerized  inventor)^  system 
that  remains  the  standard  in  the  rec- 
ord retailing  business.  In  1988,  with 
backing  from  Donaldson,  Lufkin  & 
Jenrette,  he  led  a  group  that  bought 
the  Musicland  Stores  Corp.  for  $410 
million  in  a  leveraged  buyout.  The 
LBO  was  a  brilliant  success. 

Eugster  added  200  new  music 
stores  and  doubled  sales  to  $1  billion, 
all  the  while  reducing  long-term  debt 
by  $70  million,  to  $230  million,  in 
December  1991.  Musicland's  cash 
flow  (before  interest,  taxes  and  depre- 
ciation) more  than  doubled,  to  $95 
million,  last  year. 

Finally,  in  February'  1992,  he  took 
Musicland  public  at  $14.50  a  share, 
raising  $130  million,  which  was  used 
to  pay  down  debt  further,  to  $103 
million.  No  longer  was  the  buyout 
leveraged;  it  was  now  conservatively 
capitalized. 

And  none  too  soon.  Sales  last  year 
increased  by  just  2%  at  Musicland's 
•mall-based  music  stores  that  have 
been  open  for  at  least  a  year.  It  is 
expensive  to  operate  in  a  mall,  so 
Eugster  has  been  finding  it  hard  to 
compete  on  price  with  the  increasing 
number  of  bigger,  freestanding  rec- 
ord stores  of  the  kind  pioneered  by 
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Musicland  Chairman  Jack  Eugster 
Coming  soon:  one  store  for 
all  your  media  needs. 


Tower  Records.  Because  these  stores 
are  often  housed  in  cheaper  locations, 
they  have  been  undercutting  mall- 
based  stores. 

Such  major  record  chains  as  Los 
Angelcs-based  Wherehouse  Finter- 
tainment  and  Albany-based  Trans 
World  Music  are  also  adding  more 
of  these  larger,    10,000-to- 15,000- 


square-foot  stores.   Meanwhile,  laj 
year  video  rental  giant  Blockbiistej 
Entertainment    bought    the    Soun| 
Warehouse  chain  and  announccil 
joint   record   retailing  venture   witj 
British  billionaire  Richard  Branson" 
Virgin  Mcgastores. 

With  the  stepped-up  compctitio 
and  the  slowdown  in  sales  growtJ 
Musicland's  newly  public  stock  hj 
slipped  about  15%  from  its  otferiiij 
price.  But  Eugster,  his  balance  s1k\J 
in  good  shape,  is  counterattacking. 

Forbes  "March  15,  IW] 
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Where  the  people 
ho  run  things  can 
stop  running. 


iher  Island  is  an  enclave  of  privacy 
i  tranquility  for  people  who  have  little 
either.  In  their  daily  lives,  they  shoul- 
r  enormous  responsibility.  Our  respon- 
ility  is  to  provide  a  respite  of  pleasure 
J  relaxation. 

Our  residents  have  3, 4,  even  5 
mes  around  the  globe.  Yet  they  return 
Fisher  Island  to  let  their  hair  down, 
ock  about  on  their  boats  and  re-ener- 
e  themselves. 


THE  SECLUSION  AND  PRIVACY 
OF  ISLAND  LIVING. 

Of  primary  importance  to  them  is  the 
remarkable  sense  of  security  that  per- 
vades the  island,  heightened  by  the 
large,  well-trained  security  force  that  pa- 
trols around  the  clock. 

You'll  savor  the  splendid  seclusion.  It 
is  as  if  you've  discovered  your  own  tropi- 
caTisland  paradise.  With  lacy  palms,  soft 
sand  beaches  and  omnipresent  sun. 
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ONE  OF  THE  WORLD'S 

MOST  EXCITING  CITIES,  JUST 

10  MINUTES  AWAY. 

Miami  is  a  city  of  sophisticated  plea- 
sures. Fine  restaurants  and  nightlife  of 
South  Beach.  Exclusive  shops  of  Bal 
Harbour  and  Coconut  Grove.  World- 
class  concerts  and  theater.  And  the  in- 
ternational business  centers  of  Brickell 
Avenue. 

Fisher  Island  is  just  7  minutes  by 
private  ferry  from  the  mainland.  So  you 
can  enjoy  the  pleasures  of  Miami  and 
then  return  to  the  seclusion  of  your 
island  home. 

Keep  in  mind,  too,  that  Miami  Inter- 
national Airport  is  just  10  minutes  from 
our  ferry  terminal. 

PERHAPS  THE  CHOICEST 
216  ACRES  OF  EARTH. 

What  is  there  to  add  to  the  array  of 
amenities  of  Fisher  Island.''  Magnificent 
residences.  Championship  golf.  Tennis 
on  hard,  clay  and  grass  courts.  Deep- 
water  marinas  for  yachts  of  any  size. 
International  spa.  Gourmet  and  casual 
restaurants.  Dinner  theater.  A  mile  of 
glorious  Atlantic  beach. 

Everything  about  Fisher  Island  is 
the  best  there  is.  Each  detail  is  attended 
to  with  consummate  skill  and  care. 

So,  if  you're  looking  for  a  place 
where  you  can  enjoy  the  fruits  of  your 
labor,  look  into  Fisher  Island  very  soon. 

Luxury  Oceanfront  and  Bayfront 
residences  to  9,500  square  feet,  from 
$800,000  to  $6,000,000.  Fisher  Island, 
Florida  33109  (305)  535-6071  Toll-Free 
(800)  624-3251  Fax  (305)  535-6008. 
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This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-711  to  716.  Registration  does  not  constitute  an  endorsement  of  the  meritsor  value  of  the  project.  Obtain  and 
ad  the  New  Jersey  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  an  offering  may  not  lawfully  be  made.  Equal  Housing  Opportunity. 
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A  promise  two  wneels  will  replace  tnree,  once  your  reet  can  reach  the  pedals. 


A  promise  that  you  won't  he  the  only  one  wearing  galoshes  in  the  rain. 


A  promise  you'll  reel  as  sate  tomorrow  as  you  do  today. 


Nothing  binds  us  one  to  tne  otner  like  a  promise  kept.  Notning  divides  us  like  a  promise  oroken.  At  MassMutual 
we  believe  in  keeping  our  promises.  Tnat  way  all  tbe  tamilies  and  businesses  tbat  rely  on  us  can  keep  tbeirs. 

MassMutual^ 

©1990  Massachuseiis  Mutual  Lile  Insurance  Co.  Springfield  MA  01111  We  Iieip  yOU   KCCp  yOUr  prOmisCS. 


Musicland 


In  November  he  opened  a  huge, 
40,0()0-square-foot  store  in  Rock- 
ford,  111.  called  Media  Play.  Costing 
more  than  $1  million,  it  sells  music, 
books,  magazines,  greeting  cards, 
videogames  and  other  kinds  of  enter- 
tainment software.  Because  it  is  in  a 
suburban  strip  center,  of  the  kind 
occupied  by  such  discounters  as  Toys 
"R"  Us,  Office  Max  and  Target 
stores,  its  costs  are  lower  than  if  it 
were  in  an  enclosed  mall,  so  it  can  sell 
at  discount  prices.  "Wal-Mart  had  to 
go  down  to  match  us  [on  CDs  and 
cassettes],"  says  a  gleeful  Eugster. 

In  the  new  megastore,  customers 
are  encouraged  to  browse.  There  is  a 
kids'  play  section,  easy  chairs  in  the 
travel  book  section,  a  cafe  in  the 
center  of  the  store.  This  prototype 
Media  Play  has  been  open  only  a  few 
months,  but  Eugster  reckons  it  is  on 
track  to  bring  in  its  planned  $6  million 
to  $10  million  in  annual  sales. 

He  says  he'll  open  ten  more  over- 
sized stores  this  year,  and  has  already 
announced  two  locations,  in  Colum- 
bus, Ohio.  Eugster  proudly  shows 
visitors  a  slide  that  projects  that  by 
1998  Media  Play  sales  could  equal 
those  of  the  Musicland  music  stores, 
suggesting  companywide  revenues  in 
the  neighborhood  of  $3  billion. 

Eugster  is  moving  beyond  records 
into  videotapes  with  Musicland's 
chain  of  255  Suncoast  video  stores. 
These  stores  stock  tapes  that  typically 
sell  for  $19.95  or  less — a  price  that 
tempts  consumers  to  buy  rather  than 
rent.  This  market  has  been  heavily 
developed  by  big  discount  chains 
such  as  Wal-Mart  and  Kmart.  Eugster 
believes  that  the  discounters  are 
about  to  lose  share  to  specialty  stores, 
just  as  happened  in  record  retailing  20 
years  ago.  That,  he  figures,  will  help 
him  double  the  number  of  Suncoast 
stores — and  more  than  double  their 
sales— by  1997. 

Eugster  is  an  amiable  Minnesotan 
with  a  solid  sense  of  what  the  custom- 
ers want.  In  part  because  he  prefers  it, 
in  part  because  of  the  image  it  con- 
veys, he  encourages  his  male  execu- 
tives and  salespeople  to  come  to  work 
tieless.  But  he  isn't  so  casual  when  it 
comes  to  making  claims  for  his  new 
big  store.  "This  is  the  full  media  store 
for  baby  boomers,"  he  says.  "This  is  a 
power  center  strategy  for  the 
1990s."  H 
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Here's  a  bit  of  good  news:  A  lagging  economic 
indicator— Chicago's  Brunswick  Corp.— is  finally 
turning  up  again. 

Toes  in  the  water 


By  Gary  Slutsker 

"We  are  always  the  first  consumer 
durable  to  go  down,  and  usually  the 
last  to  come  back  up,"  says  Jack 
Reichert,  skipper  of  Skokie,  111. -based 
Brunswick  Corp.,  the  world's  biggest 
boatmaker,  as  he  drags  on  a  cigarette. 
So  how's  the  leading/lagging 
Brunswick  indicator  doing  these 
days.^  Better,  thank  you.  Sales  at  the 
winter  boat  shows  in  Chicago,  Lon- 
don, Miami,  Spokane  and  Dallas  were 
up  nicely.  Reichert  predicts  that 
Brunswick's  1993  boat  sales  will  be 
15%  above  1992,  which  were  barely 


10%  above  badly  depressed  1991. 

Not  all  lines  are  doing  well.  Sales  of 
expensive  pleasure  boats  remain  in  the 
tank,  mostly  because  of  the  10%  luxu- 
ry tax  on  boats  costing  more  than 
$100,000  that  Congress  imposed  in 
1991.  The  tax  hasn't  hurt  many  rich 
people,  but  it  has  cost  several  thou- 
sand boating  industry  workers  their 
jobs.  Though  Reichert  remains  hope- 
ful, no  one  expects  the  tax  will  be 
lift:ed  by  President  Clinton. 

What  are  selling  are  more  afford- 
able boats,  priced  below  $20,000. 


The  new  Bayliner 
1400  Jazz  jet  boat 
(left),  which  seats 
three  and  costs 
around  $8,000, 
and  the  20-foot  Bay- 
liner  2050  Capri 
runabout  (bottom), 
which  runs  about 
$12,500 
Inexpensive 
boats  are 
hot  sellers. 


[ok.V 
Bleor 


tandan 
iesund 


.WRYXLE 


What  if  a  car  were  designed  not 
merely  to  meet  your  needs,  but  to 
loughtfully  anticipate  them?  That's  the  luxury  of  the 
^93  Toyota  CamryXLEVe. 

Beginning  with  a  power  driver's  seat  that  adjusts 
iven  ways.  Air  conditioning  with  soft-touch  climate  con- 
ols.  A  power  glass  moonroof  that  tilts  or  slides  to  let  as 
ttle  or  as  much  of  the  outside  world  in.  There's  even  an 
luminated  entry  system  that  slowly  dims  the  dome 
ght  to  give  you  time  to  get  settled.  Every  one 
andard.  Nice  touch. 

All  of  which  is  quite  civilized  compared  to  what 
ies  under  the  hood.  A  24-valve,  185-horsepower  V6.  Not 


to  mention  the  reassurance  of  both  a  driver-side  air  bag* 
standard  and  available  Anti-lock  Brakes. 

Of  course,  the  nicest  touch  of  all  is  something  you 
won't  find  anywhere  else.  Toyota's  legendary  quality  Call 
1-800-GO-TOYOTA  for  a  brochure  and  location  of  your 
nearest  dealer. 
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IT'S  NOT  HOW  MANY  TOUCHES  A  CM  HAS. 
ITS  HOW  IT  TOUCHES  YOU 


I'.vn  with  optional  Itather  trim  interior. . 

1  nv>  ii-i(  ■  i,ur  st-aibi-li.  Drivor-siflf  air  bag  is  a  supplemental  restraint  system. 
k  li  I  ])'  I  )o  ii  for  thnsi  who  love  \-ou.  *£;  M.]  Tovola  Motor  Sales  I  '.S.A.,  h\: 


love  what  you  do  forme" 

<®  TOYOTA 
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Brunswick 


Brunswick's 
Reichert  and  a 
model  of  the 
top-of-the-line, 
65-foot, 
$1.5  million 
Sea  Ray  Cockpit 
Motor  Yacht 
"Branswfck  will 
never  be  a 
Steady  Eddie." 


The  hottest  boating  product  right 
now  is  the  jet  boat — in  essence,  a 
snowmobile  on  water.  Kawasaki  Mo- 
tors popularized  this  idea  20  years  ago 
with  its  Jet  Ski  line,  but  new  variants 
are  getting  bigger.  Recently,  Ree- 
bok's Boston  Whaler  came  out  with  a 
model  that  can  seat  up  to  five  people, 
yet  still  costs  under  $10,000. 

To  keep  up,  Brunswick  has  come 
out  with  two  of  its  own  jet  boats, 
called  Jazz  and  Sea  Rayder,  which  cost 
around  $8,000  and  seat  three  or  four 
people.  Reichert  says  these  lines, 
along  with  aluminum  fishing  boats, 
are  Brunswick's  fastest  growing. 

Brunswick  needs  this  upturn.  Its 
business  peaked  back  in  1988,  when  it 
earned  $200  million  ($2.20  a  share) 
on  sales  of  $3.3  billion.  Then  the 
economy  began  slipping,  and  sales  fell 
to  a  low  of  $2  billion  in  1991 .  Red  ink 
flowed  in  1989  and  1991. 

Reichert  manned  the  pumps.  He 
shut  14  boatyards  and  three  of  Bruns- 
wick's Mercury  marine  engine  plants. 
All  told,  he  has  eliminated  some 
8,000  jobs,  42%  of  Brunswick's  ma- 
rine employment.  Reichert  also  used 
$100  million  raised  last  year  in  a  stock 
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offering  to  reduce  the  company's 
debt-to-capitalization  ratio  to  27%, 
from  38%  at  the  end  of  1989. 

Thanks  to  the  cost-cutting,  Bruns- 
wick was  able  to  earn  $62  million 
pretax  from  continuing  operations 
last  year,  on  sales  of  $2  billion,  al- 
though writeoffs  for  retiree  health 
care  costs  and  divesting  a  defense  unit 
caused  Brunswick  to  report  a  $26 
million  loss  on  the  year. 

Sensing  the  operating  leverage 
Reichert  has  created  in  the  company. 
Wall  Street  has  bid  Brunswick's  stock 
to  a  recent  16 — up  from  12  last  fall 
but  still  barely  half  the  price  when  the 
stock  market  crash  of  1987  beat  a  hole 
in  the  boating  industry. 

Some  rough  water  lies  ahead.  Irwin 
Jacobs'  Genmar  Corp.,  the  nation's 
third-largest  boat  builder  behind 
Brunswick  and  Outboard  Marine 
Corp.,  is  the  biggest  customer  outside 
of  Brunswick  for  Brunswick's  Mercu- 
ry marine  engines.  Yet  Genmar  has 
sued  Brunswick,  charging  that  own- 
ing Bayliner,  Sea  Ray,  Robalo  and 
other  boat  companies  gives  it  an  un- 
fair advantage  over  Mercury's  other 
customers.  Jacobs  is  asking  the  courts 


to  split  up  the  company.  Retorts 
Reichert:  "That's  like  telling  GM  and 
Ford  that  since  they're  engine  compa- 
nies they  can't  build  chassis." 

Reichert  must  also  keep  his  eye  on 
the  strict  emissions  rules  that  are  likely 
to  spread  to  North  America  from 
Europe.  To  be  prepared,  Brunswick  is 
working  with  Chrysler  and  Orbital 
Sciences  of  Australia  to  clean  emis- 
sions from  its  two-stroke  engines. 

Somewhat  frustrated  by  the  feast- 
or-famine  nature  of  the  pleasure  boat- 
ing industry,  Reichert  has  been  busily 
diversifying    and    pushing    sales    of 
smaller-ticket  Brunswick  items — ev- 
erything   from    bowling    games    at 
Brunswick  bowling  centers  to  bowl 
ing  balls  to  fishing  rods  and  lures  to 
golf  clubs.  Marine  products  now  ac 
count  for  just  over  70%  of  sales,  ex 
eluding  the  soon-to-be-sold  defense 
materials  business,  down  from  75%  inj 
1988.  Reichert  wants  to  reduce  the 
figure  to  60%. 

"Brunswick  will  never  be  a  Steady 
Eddie,"  says  Reichert.  "But  we  cam 
avoid  the  depth  of  some  of  these 
valleys."  But  then  we'll  have  to  find  a 
new  economic  indicator  to  watch.  I 

Forbes  "March  15,  1993i 
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When  choosing 
something  as 

critical, 
essential  and 

valuable 

as  their  800 

service, 

wiiydosomany 

companies 

choose  AUa"? 


Rally's,  the  high-flying  hamburger  chain,  may  owe 
much  of  its  success  to  overzealous  cost-cutting. 

Easy  on  the  beef! 


By  Claire  Poole 

Investors  who've  been  gobbling  up 
the  stock  of  Rally's,  Inc.,  the  high- 
flying drive-through  hamburger 
chain,  may  be  in  for  indigestion. 

Rally's  is  controlled  by  Burt  Sugar- 
man,  a  onetime  car  salesman  who  lost 
millions  in  the  entertainment  business 
in  the  late  1980s  before  taking  over 
Rally's  in  December  1990.  By  the 
numbers,  the  Louisville,  Ky.  fast-food 
outfit  looks  pretty  tasty.  Earnings  rose 
41%  last  year,  to  76  cents  a  share,  on  a 
34%  sales  gain,  to  $296  million.  An 
upgraded  burger — with  sliced  onions 
and  leaf  lettuce  instead  of  chopped 
fixings — was  introduced  in  July  1991 
with  much  fanfare.  Rally's  Nasdaq 
stock  has  nearly  quintupled,  to  a  re- 
cent 19%,  from  a  split-adjusted  low  of 
4V^  about  two  years  ago.  Rally's  earn- 
ings multiple  of  26  is  above  McDon- 
ald's (19)  and  Wendy's  (22). 

A  good  part  of  those  earnings, 
however,  trace  to  what  may  be  over- 
zealous  cost  control.  What  the 
spiffed-up  Rallyburger,  for  instance, 
gains  in  fixings  it  loses  in  substance;  it 
has  20%  less  meat  than  the  old  burger. 
And  the  meat  now  comes  to  the  stores 
in  frozen  patties  instead  of  fresh  ones. 
These  changes  helped  trim  Rally's 
costs  as  a  percentage  of  sales  to  35% 
last  year,  from  39%  in  fiscal  1990. 


But  they've  also  prompted  a  revolt 
of  sorts  from  at  least  one  fi"anchisee. 
Charles  Hatch,  a  San  Antonio  fran- 
chisee who  operates  12  Rally's  in 
south  Texas,  has  refiised  to  go  along 
with  the  smaller- size  burger — for  fear 
of  losing  customers  to  McDonald's 
and  Texas-based  chain  Whataburger. 
Says  he:  "The  more  consistent  you  are 
in  this  business,  the  better  off  you 
are."  Herbert  Brown,  chairman  of 
Clearwater,  Fla.-based  Checkers 
Drive-In  Restaurants,  Inc.,  one  of 
Rally's  biggest  competitors,  thinks 
Rally's  has  made  a  big  mistake.  Says 
he:  "Sooner  or  later,  customers  no- 
tice the  difference."  Could  it  be  they 
already  have.'' 

Same-store  sales  at  Rally's  197 
company-owned  stores  slipped  4%  in 
the  fourth  quarter.  Rally's  President 
Wayne  Albritton  blames  the  drop  on 
new  Rally's  stores  eating  into  sales  of 
older  stores  in  existing  markets.  He 
also  blames  acquisitions  of  other 
drive-through  restaurants  that  aren't 
yet  up  to  speed.  But  rival  Checkers — 
which  is  expanding  even  more  rapidly 
than  Rally's — reported  a  5%  gain  in  its 
company-owned  same-store  sales  in 
the  same  period. 

Rally's  is  also  spending  less  on  ad- 
vertising, from  8%  of  sales  in  the 
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Rally's  President 
Wayne  Albritton 
at  a  drive-through 
in  Birmingham,  Ala. 
Among  other 
things,  he'll  have 
to  change  that 
slogan  on 
the  bags. 


fourth  quarter  of  1991  to  4.9%  in  the 
same  period  last  year.  Cutting  your  ad 
budget  in  a  body  contested  market 
environment  can  be  as  shortsighted  as 
skimping  on  the  meat.  Bruce  Ley, 
Rally's  marketing  chief,  says  the  com- 
pany and  its  suppliers  made  additional 
contributions  to  Rally's  national  ad 
fund  in  1991  as  part  of  a  special,  one- 
time program  for  franchisees. 

Whatever  the  case.  Rally's  will  at 
least  have  to  change  some  of  its  ad 
pitches.  No  longer  can  it  claim — as  it 
does  on  its  take -out  bags — to  be  the 
fastest- growing  hamburger  chain  in 
the  country. 

None  of  this  seems  to  have  damp- 
ened management's  expansionist 
zeal.  Rally's  plans  to  open  85  compa- 
ny-owned outiets  this  year  and  up  to 
65  new  franchise  stores.  To  pay  for 
the  expansion.  Rally's  plans  to  offer 
$75  million  of  senior  notes.  This  will 
increase  its  debt  load  to  59%  of  capi- 
talization, up  from  22%  currently. 

Is  no  one  worried.^  Controlling 
shareholder  Sugarman,  through  his 
holding  company  Giant  Group,  Ltd., 
has  so  far  kept  his  39%  stake  in  Rally's, 
but  other  insiders  have  been  selling. 
In  November  director  Patricia  Glaser 
sold  1 5 1 ,000  shares  of  Rally's  stock — 
representing  almost  95%  of  her  hold- 
ings— at  prices  ranging  from  18%  to 
20^4.  Glaser  says  she  sold  to  pay  debts 
incurred  in  buying  shares. 

One  of  Rally's  franchisees,  San  Die- 
go-based Self  Service  Drive  Thru  of 
California,  which  operates  ten  stores, 
has  been  selling  off  its  stock  over  the 
last  year.  In  November  the  franchisee 
filed  with  the  Securities  &  Exchange 
Commission  its  plan  to  sell  101,330 
of  its  remaining  Rally's  shares.  Self 
Service  won't  comment. 

Rally's,  of  course,  could  claim  that 
by  substituting  onions  and  lettuce  for 
beef  it  is  protecting  customers  from 
overdosing  on  cholesterol.  Hi 
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fell,  they  have  their 


reasons. 


Reason  #3 

AT&T  invented  800  service.  And  for  more  than 
25  years,  we  have  continued  to  be  the  most 
creative  and  innovative  company  in  the  field. 

Reason  #7 

AT&T  800  Service  is  the  most  reliable.  Period. 
We  have  long  understood  that  our  most 
important  job  is  to  make  sure  our  customers 
stay  in  touch  with  their  customers. 

Reason  #19 

Only  the  AT&T  Networic  is  protected  by  our 
exclusive  FASTAR'"  technology  If  an  acciden- 
tal cable  cut  interrupts  your  800  service, 
FASTAR  automatically  reconnects  you  with 
your  customers  in  minutes.  Our  nearest  com- 
petitor may  take  hours. 

Reason  #36 

AT&T  has  128  ways  to  route  each  800  call,  and 
on  average,  connects  calls  20%  faster  So  if  you 
use  AT&T  800  Service,  more  of  your  customers' 
800  calls  get  through  on  the  first  try® 

Reason  #54 

Our  nearest  competitor  is  twice  as  likely  to 
have  a  network  outage.  Something  to  think 
about  if  you're  trusting  your  important  800 
calls  to  them.® 

Reason  #67 

AT&T  is  very  price  competitive.  If  our  competi- 
tors tell  you  that  they  are  anymore  than  a  few 
percentage  points  less  than  AT&T,  start  asking 
questions!  When  similar  services  and  calling 
plans  are  compared,  we're  right  there  with 
highly  competitive  prices. 

Reason  #82 

The  AT&T  Cable  Patrol  is  one  thousand  strong. 
People  whose  job  it  is  to  walk,  drive  or  fly 
over  the  AT&T  Network  every  day  looking  for 
anything  that  could  threaten  the  physical 
safety  of  our  network. 


Reason  #103 

Every  AT&T  800  customer  is  entitled  to  have 
their  business  and  their  800  number  listed 
free  in  one  of  our  800  directories.  Over  7 
million  are  circulated  to  consumers  and 
busines.ses  every  year. 

Reason  #147 

AT&T's  Proactive  Servicing  means  we  con- 
stantly monitor  your  800  service,  and  notify 
you  if  we  find  your  customers  are  having  trou- 
ble reaching  you.  Even  if  the  problem  is  unre- 
lated to  AT&T® 

Reason  #232 

The  new  5  minute  'AT&T  800  Assurance 
Policy"  is  the  best  in  the  industry  Now,  if  a 
problem  prevents  you  from  getting  your  800 
calls,  AT&T  guarantees  to  reroute  those  calls— 
within  5  minutes  after  your  request— to  any 
working  phone,  anywhere.  And  our  customer 
service  representative  will  stay  on  the  line  with 
you  until  the  reroute  is  complete  and  you're 
back  in  touch  with  your  customers.®®® 

Reason  #287 

AT&T  has  the  fastest  call  connection  perfor- 
mance and  the  highest  call  completion  rate, 
so  you're  less  likely  to  lose  customers  who 
give  up— or  call  a  competitor— if  they  don't 
get  through  quickly  or  on  the  first  try® 

m. 

Reason  #363 

AT&T  recognizes  we  have  certain  customers 
with  critical  800  service  applications  requir- 
ing even  higher  grades  of  service  than  stan- 
dard AT&T  800  Services.  AT&T  800  GOLD^" 
Service  is  our  premier  inbound  telecommuni- 
cations offering,  giving  customers  the  highest 
levels  of  support,  service,  features  and 
functionalities. 


Reason  #463 

All  500  of  the  Fortune  500  companies  choose 
to  do  business  with  AT&T,  a  vote  of  confidence 
we're  very  proud  of  And  thousands  of  busi- 
ness customers  are  signing  long-term  800 
service  contracts  with  us  to  maximize  the 
best  value  in  the  business. 

Reason  #474 

AT&T  has  the  largest  fiber-optic  network,  with 
approximately  50%  more  route  miles  of  fiber 
facilities  than  our  nearest  competitor 

Reason  #573 

We  invented  AT&T  MEGACOM*  800  Service  to 
better  meet  the  needs  of  high-volume  cus- 
tomers; and  AT&T  800  READYLINE*  Service  to 
meet  the  needs  of  smaller  businesses. 

Reason  #628 

AT&T's  intelligence  tools  include  the  Telemar- 
keting Operations  Performance  Management 
System  (TOPMS).  It  allows  you  to  monitor  the 
status  of  all  your  call  centers  using  one  AT&T 
ACCUMASTER*  Services  Workstation. 

Reason  #699 

AT&T  800  DETAIL  MANAGER  is  a  call  analysis 
tool  that  uncovers  the  critical  trends,  patterns 
and  market  intelligence  in  your  call  detail.  It 
provides  you  with  a  unique  software  package 
that  lets  you  sort,  analyze  and  display  that 
data  dozens  of  different  ways  on  your  own  PC. 

Reason  #761 

AT&T's  Call  Center  Consulting  Service  gives 
our  customers  expert  support  to  help  design 
the  most  profitable  use  of  their  800 
applications. 

Reason  #796 

AT&T  Advanced  Features  help  our  customers 
complete  more  calls,  serve  their  callers 
more  efficiently  and  solve  their  toughest  call 
handling  problems. 


At  AT&T,  we  understand  how  impor- 
tant an  800  service  can  be  to  a  business. 
So  we  hope  this  long  list  of  reasons 
demonstrates  our  longstanding  commit- 


ment to  offering  features,  services  and 
solutions  that  are,  quite  simply,  the 
best  in  the  business.  Today,  businesses 
choose  AT&T  800  Service  over  our 


closest  competitor,  better  than  three  to 
one.  As  you  can  see,  with  good  reason. 

For  more  information,  call  your 
Account  Executive  or  1  800  222-0400. 


AT&T  Some  of  the  800  reasons  to  choose  AT&T  800  Service. 
OvJvJ  The  best  in  the  business. 


S  K  R  \  I  c  i; 


1)  Based  on  Basic  800  Service  comparisons  2)  Outage  hours  probability  versus  MCI.  Bell  Labs  Study. 
2/5/92-12/3V92  3)  Process  varies  by  type  of  800  Service.  4)  Pen-iing  tariff  effectiveness  5)  Except 
Intrastate  Basic  800  Service.  Does  not  apply  to  AT&T  Signature™  bOO  Service.  6)  AT&T  MEGACOM® 
800  Service  and  AT&T  800  GOLD^"  Service-Nodal  customers  will  need  to  preplan  options. 


ATSiT 
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Every  Part  Works. 


It's  essential  in  today's  world.  Crucial 
to  tomorrow's.  Bank  of  America  is 
uniquely  equipped  and  positioned  to 
offer  an  equally  effective  approach  to 
meeting  your  global  banking  needs. 
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Many  of  those  trying  to  protect  homosexuals  are  helping 
make  them  targets  instead.  Nobody  likes  teachers'  pets. 

Gay  bashing 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford.  Calif. 


One  of  iJie  disturbing  signs  of  our 
times  was  the  recent  beating  of  a 
homosexual  man,  who  was  dragged 
out  of  a  gay  bar  in  Wilmington, 
North  Carolina,  by  three  Marines 
from  Camp  Lejeune  who  were  appar- 
ently drunk  and  angr\'  about  Presi- 
dent Clinton's  new  policy  on  gays 
in  the  militan-.  In  another  recent 
incident,  a  homosexual  sailor  was 
brutally  beaten  to  death  by  a  ship- 
mate overseas. 

If  these  were  just  isolated  incidents, 
they  might  be  simply  local  criminal 
cases.  But  if  physical  attacks  on  homo- 
sexuals are  increasing,  as  some  seem 
to  think,  the  implications  may  be 
wider  and  more  grave. 

Whatever  growing  public  hostilit)' 
there  may  be  to  homosexuals,  ga)'s 
remain  sacrosanct  in  the  media,  in 
politics  and  in  academia.  These  appar- 
ently contradictor}'  trends  may  be 
connected. 

Many  of  those  who  are  trying  to 
make  homosexuals  sacred  cows  are 
helping  to  make  them  targets  in- 
stead. Nobody  likes  teachers'  pets. 
And  they  are  especially  disliked  when 
people  feel  that  their  own  rights  and 
their  own  lives  are  being  treated  as 
expendable. 

Gay  acti\'ists  do  not  hesitate  to 
engage  in  the  most  outrageous  public 
behavior,  whether  in  parades,  in  col- 
leges or  in  St.   Patrick's  Cathedral. 


Shrill  demands  and  blatant  disregard 
of  other  people's  rights  and  feelings 
have  become  standard  among  activ- 
ists who  deer}'  the  "insensitivit)'" 
of  others. 

For  years,  public  health  polio,'  on 
.\IDS  has  been  dominated  by  fear  of 
offending  the  homosexual  lobby.  The 
whole  emphasis  of  MDS  policy  has 
been  to  protect  .\IDS  carriers  from  the 
public,  not  to  protect  the  pubUc  from 
.\IDS  carriers. 

Whatever  protective  measures  have 
been  taken  for  the  public  have  been 
backed  into  belatedly,  after  numerous 
lives  were  needlessh'  sacrificed,  while 
the  authorities  assured  us  that  the 
blood  supply  did  not  need  testing, 
that  gay  bathhouses  need  not  be  shut 
down,  that  health  care  workers  need 
not  take  any  special  precautions  when 
handling  .\IDS  patients,  and  the  rest  of 
the  hollow  litany. 

Any  criticisms  of  these  double 
standards,  or  of  the  political  tactics 
of  the  gay  lobby,  is  automatically 
condemned  as  "homophobia."  But, 
despite  such  attempts  at  moral  in- 
timidation, it  is  circular,  to  the  point 
of  silliness,  to  say  that  any  conclusion 
unfavorable  to  gays  must  be  disre- 
garded because  it  must  have  been 
due  to  being  unfavorably  disposed  at 
the  outset. 

When  people  who  would  have  no 
objection  to  homosexuals'  being 
rocket  scientists,  billionaires  or  No- 
bel Prize  winners,  nevertheless  ob- 
ject to  homosexuals  being  privates  in 
the  army,  that  is  not  because  they 
have  a  "phobia"  against  homosex- 
uals. It  is  because  they  have  an 
opinion  about  the  effects  of  having 
gays  in  the  militan,'. 

Those  who  disagree  with  that 
opinion  can  express  the  reasons  for 
reaching  a  different  conclusion,  but 
when  they  resort  to  cheap  shots 
about  "phobias,"  it  suggests  that 
they  cannot  argue  the  merits  of 
the  case. 


Most  people  would  have  no  occa 
sion  even  to  think  about  homosex 
uals — much  less  develop  a  "phobia" 
about  them — if  it  were  not  for  aids  i 
and  gay  activists. 

Chances  are,  the  average  homo- 
sexual wants  what  most  other  peo- 
ple want,  to  go  about  his  business  in 
peace  and  neither  bother  anyone 
nor  be  bothered.  But  that  is  not 
the  agenda  of  the  activists  and 
"leaders"  in  the  gay  lobby,  any 
more  than  it  is  the  agenda  of  noise- 
makers  and  "spokesmen"  for  allj 
sorts  of  other  groups. 

The  current  controversy  over  ho- 
mosexuals in  the  militan'  is  being 
discussed,  like  too  many  other  issues, 
solely  in  terms  of  the  individual. 
However,  what  matters  is  not  how 
individual  homosexuals  perform  their 
jobs  but  what  effect  the  open  accep- 
tance of  homosexuality'  in  the  mili- 
tan-— and  especially  in  militan'  bar- 
racks— will  have.  The  same  would  be 
true  if  we  were  considering  whether 
to  have  women  living  in  the  same 
barracks  with  men. 

It  is  not  a  question  as  to  whether 
you  like  or  don't  like  women  or  ho- 
mosexuals, or  whether  they  perform 
their  own  individual  duties  well.  The 
question  is  how  their  presence  affects 
the  morale  and  functioning  of  a  mili- 
tan' unit — and  that  is  ultimately  a  life 
and  death  question  when  that  unit 
goes  into  combat. 

The  same  question  could  be 
raised  about  draftees  in  an  elite 
militar)'  organization  like  the  Ma- ' 
rines.  Those  of  us  who  were  draftees 
in  the  Marine  Corps  during  the  Ko- 
rean war  may  have  performed  our 
individual  duties  well,  but  there  is 
no  question  that  our  attitudes  were 
not  the  same  as  those  of  career  Ma- 
rines who  had  volunteered — and 
that  this  difference  undermined  the 
esprit  de  corps. 

Whether  considering  the  role  of 
draftees,  women,  or  homosexuals  in 
the  militar)',  the  relevant  question  is 
how  they  affect  the  organization — ' 
not  how  they  perform  individually. 

Gay  bashing  is  not  something  that 
should  be  tolerated.  But  neither 
should  gays  be  allowed  to  bash  the 
rest  of  us  when  we  dare  to  discuss 
their  issues  the  way  we  would  discuss 
issues  involving  any  other  group  ol 
human  beings.  ■ 
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/hat  really  penalizes  economic  performance  is  not  the  deficit 
ut  the  government's  share  of  national  output. 

kVhy  the  deficit  is 
the  wrong  nunibeir 


y  Peter  Brimelow 
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IT'S  PAINFULLY  OBVIOUS  that  the  federal  budget 
deficit  is  just  a  political  football.  But  what's 
the  game? 

The  Great  Government  Grab  Bowl,  as  this 
chart  makes  clear.  The  score  is  the  amount  that 
government  manages  to  extract  from  the 
economy. 

Whether  that  extraction  is  through  taxation 
or  borrowing  makes  no  real  economic  differ- 
ence. Government  borrowing  does  reduce 
private  funds  available  for  investment — but 
those  funds  are  just  as  unavailable  if  they  have 
been  taxed  away.  In  fact,  taxes  may  discourage 
production  more. 

An  antitax  running  back  like  Ronald  Reagan 
can  use  deficit  fear  to  drive  into  the  federal 
government's  share  of  gdp  (after  the  spending 


spasm  automatically  induced  by  the  1981-82 
recession).  But  with  a  fumbler  like  George 
Bush,  and  now  with  Bill  Clinton,  the  deficit 
becomes  an  excuse  to  raise  taxes — 
inevitably  followed  (as  after  the 
1990      budget      "compro- 

t*. 


/  34.2% 
/     (1992) 


^.^* 


Federal 
spending 


A.A  / 


Total  government 
spending 

(includes  state 
and  local 

spending,  excludes 
federal  grants)* 


Spending  and 
receipts 
as  percent 
of  GDP 


23.5% 
(1992) 


*  State  and  local  spending  figures 
are  not  shown  before  1950. 


mise')  by  more  spending. 
Our  chart  shows  the  real  big  story:  not 
the  deficits,  which  are  neither  new  nor  un- 
precedented, but  the  government- share  score — 
particularly  when  state  and  local  governments  are 
included.  This  was  a  peacetime  record  even  before 
Clinton  unveiled  his  economic  plan  on  Feb.  17. 

And  that's  not  counting  the  cost  of  federal  regulation, 
which  has  been  estimated  to  be  at  least  9%  of  gdp,  and 
federal  regulation  by  litigation  (see  following  story) . 
Nevertheless,    American    government    still    manages    to 
extract  significantiy  less  from  the  American  economy  than  do 
the  welfare  states  of  Western  Europe  (see  chart,  top  of  p.  80). 
From    the    perspective    of  the    American    left,    ending    this 
irritating  long-standing  shortfall  may  be  the  historic  mission  of 
the  Clinton  presidency.  Hillary  Clinton's  health  care  proposals 
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18.6% 

(1992) 


The  government's  share 


All  levels  of  gov- 
ernment  in  the  U.S. 
and  Japan  have 
consistently  spent 
less  than  in  other 
industrialized 
countries  (by  OECD 
count,  which  dif- 
fers slightly  from 
the  U.S. 
government's). 
But  as  the  bars 
below  show,  it 
seems  to 
have  worked  out 
just  fine. 


Trailing  tlie  pack,  fortunately 

Total  government  outlays  as  percent  of  GDP 

55% 


50 


45 


40 


35 


30 


25 


20 


Head  of 
the  class 


1990  GDP  per  capita, 
G7  countries  ($thousands), 
using  purchasing  power  parities 


Source:  OECD 


alone  reportedly  may  increase  gov- 
ernment share  another  1 .5%  of  CiDP. 

The  U.S.  and  Japan  have  consis- 
tently had  the  smallest  government 
shares  of  any  of  the  major  industrial- 
ized economies.  And,  perhaps  not 
coincidentally,  they  also  have,  respec- 
tively, the  largest  output  per  capita 
(see  chart  left)  and  the  fastest  econom- 
ic growth  rate. 

Government  shares  of  the  national 
income  do  move  in  tandem,  and  not 
just  with  inflation  and  recession.  The 
international  enthusiasm  for  activist 
government  beginning  in  the 
1960s — the  U.S.  version  was  the 
Great  Society — has  never  been  re- 
versed. But  individual  leaders  matter, 
too.  Canada  shifted  to  a  high  goverii- 
ment  share  under  Pierre  Trudeau 
(1968-79;  1980-84),  apparently  per- 
manently. Britain  evcntualK'  reduced 
its  government  share  under  Margaret 
Thatcher  (1979-90),  although  scem- 
inglv  less  permanentlv.  In  the  U.S., 
Ronald  Reagan's  1981-89  effect  ai 
the  federal  level  was  neutralized  by 
state  and  local  bloat. 

Government  share  in  the  U.S.  is 
virtually  certain  to  rise  anyway,  be- 
cause  of  the    machinations   of  the 


iociil 

iocui! 
nidtc 


nenii 


80 


Forbes  ■  March  IS,  IW.^ 


Japan 


'84       '85       '86       '87 


'88       '89       '90 

Source:  OECD 


ocial  Security  system.  Pretensions 
jf  a  "trust  fund"  notwithstanding, 
ocial  Security  is  essentially  a  subsidy 
)aid  to  the  old  and  retired  by  the 
^oung  and  working.  Similar  systems 
re  in  place  throughout  the  industri- 
lized  world.  In  Western  Europe,  the 
copulation  is  significantly  older  than 
n  the  U.S.  or  Canada,  so  the  trans- 
ers   are   significantly  greater.   This 
xplains  some,  but  not  all,  of  the 
greater  share  of  Western  European 
output  that  passes  through  govern- 
ment hands. 

For  example,  Canada's  Eraser  Insti- 
tute has  pointed  out  that  in  1988 
social  security'  contributions  amount- 
ed to  almost  20%  of  French  gdp  and 
almost  15%  of  Germany's.  By  con- 
trast. Social  ^Security  contributions 
were  less  than  9%  of  U.S.  GDP  and  less 
than  5%  of  Canada's.  As  age  causes  the 
North  American  populations  to  re- 
semble Europe's,  so  will  the  share  of 
North  American  GDP  taken  by  Social 
"Security  transfers. 

Transfers  like  Social  Security, 
which  finish  in  private  hands,  are  ob- 
N'iously  not  quite  the  same  thing  as 
expenditures  that  are  actually  con- 
sumed by  government,  such  as  de- 
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fense  spending.  Government  grab- 
bers often  argue  that  therefore  they 
don't  really  count. 

"But  transfers  have  an  unambigu- 
ously negative  effect  on  the  econo- 
my," responds  William  Niskanen, 
Chairman  of  Washington,  D.C.'s 
Cato  Institute  and  a  former  member 
of  Reagan's  Council  of  Economic 
Advisers.  "First,  there's  the  extraction 
cost,  the  misallocation  caused  by  the 
tax  levied  to  finance  them.  Second, 
there's  the  distortion  of  incentives 
when  they  are  disbursed." 

Washington  will  certainly  applaud 
if  Clinton  gets  government  GDP  share 
into  new  high  ground.  But  the  econo- 
my probably  won't.  More  govern- 
ment means  less  growth.  This  statisti- 
cally significant  inverse  relationship 
can  be  charted  as  a  Rahn  Curve — 
named  after  Richard  Rahn,  president 
of  Washington,  D.C. -based  Nove- 
con,  who  developed  our  version  (be- 
low) in  the  1980s  when  he  was  chief 
economist  with  the  U.S.  Chamber  of 
Commerce.  And  that  was  before  the 
collapse  of  communism  (government 
share:  100%). 

"If  government  is  under  about  1 5% 
to  20%  or  above  35%  to  40%  of  gdp, 
growth  will  be  retarded,"  says  Rahn. 


The  lower  end,  he  suggests,  reflects 
an  inadequacy  in  basic  services  like  law 
and  order.  But  this  is  hypothetical. 
Hong  Kong  has  flourished  famously 
with  government  spending  in  the  11% 
to  19%  range. 

Government  can  increase  its  reve- 
nue share  beyond  20%,  but  at  an 
increasing  price  to  the  economy.  In 
the  upper  reaches,  extraction  costs 
and  increasing  evasion  make  fijrther 
tax  hikes  decreasingly  productive. 

This  is  not  a  danger  that  worries  the 
Clinton  Administration,  however.  In 
the  wake  of  the  President's  Feb.  17 
speech.  Office  of  Management  & 
Budget  Deputy  Director  Alice  Rivlin 
came  to  bring  the  gospel  to  Forbes. 
We  asked  her  what  the  federal  govern- 
ment's share  of  GDP  would  be  in 
1997,  after  the  dust  setded.  Rivlin 
said  that — after  the  stimulus  pack- 
age— it  would  come  down  slightiy: 
"I'm  not  sure  I  have  that  number  in 
front  of  me." 

Down  one  percentage  point.^ 

Rivlin  (demurring):  "It  will  be 
down  modestly.  We  haven't  calcu- 
lated it.  This  is  the  first  time  anyone 
has  asked  that  question.  It's  a  good 
question." 

Yeah.  And  when  the  answer  does 


The  Rahn  Curve:  spending  versus  growth 

Economic  growth  rate  1974-84 
5% 


•  Japan 


Canada 


•  France 
•  Italy 
^*  Germany 


20  40  60 
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Sources:  Richard  W.  Rahn,  U.S.  Chamber  of  Commerce:  OECD 

Government  spending  seems  to  come  at  the  expense  of  economic  growth- 
at  least  in  the  experience  of  modern  industrial  economies.  Perhaps 
public  spending  helps  at  lower  levels  of  economic  development.  Perhaps. 
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The  government's  share 


There's  no 
agreement  why 
U.S.  productivity 
numbers  are 
deteriorating. 
But  it's  a  fact 
that  the  decline 
does  correlate 
with  the  growth 
of  government. 


U.S.  productivity  pails... 

U.S.  output  per  labor  hour  of  all  persons  (year-to-year  percent  change) 
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come  in,  the  government's  share  will 
quite  probably  be  not  down  but  up. 

Arguably,  the  worldwide  increase 
in  government  share  of  gdp  is  already 
being  felt.  The  increase  may  help 
explain  two  conundrums  that  have 
baffled  economists  for  some  time:  the 
decades-long  decline  in  U.S.  produc- 
tivity growth  (see  chart  above)  and  the 
simultaneous  slowdown  in  world  eco- 


nomic growth  (see  chart  below). 

To  be  fair,  there  are  skeptics  who 
argue  that  both  phenomena  may  be 
exaggerated  by  measurement  difficul- 
ties— particularly  productivity,  a  no- 
toriously slippery  subject.  But  still, 
the  lines  are  not  going  up. 

Except  for  the  four  Asian  Tigers — 
Hong  Kong,  Singapore,  South  Korea 
and  Taiwan.  "They  have  lower  gov- 


ernment shares,  maybe  half  the  aver- 
age of  the  G7,  lower  tax  rates  on  1 
capital  and  lower  tax  rates  on  work," 
says  Alvin  Rabushka,  senior  fellow  at  1 
Stanford  University's  Hoover  Institu- 
tion. "And  they  have  the  fastest 
growth  rates.  It's  the  only  time  in  the 
history  of  the  world  where  countries 
have  gone  from  rags  to  riches  in  one 
generation."  IB 


Internationally, 
too,  the  major 
economies  have 
gone  into  an 
unexplained 
slowdown— just 
as  their 
governments' 
shares  of  GDP 
have  been  rising. 


...industrial  world  growth  grinds  down 

G7*  real  GDP  growth  (year-to-year  percent  change) 
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DODGEINTREPinES 


CHRYSLER'S  NEW'CAB  FORWARD  "SEDANS 

WIN  AUTOMOBILE  MAGAZINE'S 

"AUTOMOBILE  OF  THE  YEAR-AWARD. 


nOIX3E  VIPER 


TIME  MAGAZINE  CALLS  THE  DODGE  VIPER 
THE  MOST  SOUGHT-AFTER  SPORTS  CAR  IN  YEARS.' 
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DESPITE  INCREASED  COMPEnTION, 

CHRYSLER  CORPORATION  SELLS  MORE  MINIVANS 

THAN  IN  ANY  YEAR  IN  ITS  HISTORY. 
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THE  JEEP.  GRAND  CHEROKEE  WINS 
MOTOR  TREND'S'TRUCK  OFTHEYEAR'AWARD. 


THE  GHRYSLIBI 
THE  MOMENTUI 


It  all  started  with  a  totally  restructured  company.  Gone  were  the  days  of  separate  design,  engineerii  the 
manufacturing  and  marketing  departments.  Instead,  streamlined  "platform  teams"  would  shAn'ti 
responsibility  for  a  vehicle.  From  the  very  first  sketches  until  it  ended  up  in  your  garage.  We  gal 
these  platform  teams  just  one  assignment:  "Don't  come  back  until  you  have  something  tl 
outperforms  the  best  in  the  world."  They  came  back  with  the  Dodge  Viper-a  sports  car  that  we!  eare 
from  0  to  reality  in  less  than  3  years.  (Nobody  in  the  country  has  ever  developed  a  car  tlAotet 
quickly.)  They  came  back  with  the  Jeep*  Grand  Cherokee-the  only  sport  utility  with  a  standa  siotet 
driver's  side  air  bag.  And  they  came  back  with  innovations  that  would  ensure  Chrysler  Corpo|  ion  • 
tion  Minivans'  enviable  position-number  one  in  the  world.  Then  came  a  radical  new  desij  pTen 
called  "cab  forward."  It  wasn't  just  a  different  way  to  bend  sheet  metal.  Rather,  it  reshaped  tli 
architecture  of  the  automobile.  And  it  found  elegant  expression  in  the  Chrysler  Concorde,  tit 
Dodge  Intrepid,  and  the  Eagle  Vision.  But  the  quickest  way  to  lose  momentum  is  to  stop  pushi^omei 
So  this  April,  we'll  be  introducing  a  completely  redesigned  Chrysler  New  Yorker  and  LHS-tvkw 
luxury  sedans  based  on  the  "cab  forward"  design.  They  will  catapult  the  American  luxury  c| 


I 


RPORATION. 
URSTDLOSE. 


the  world-class  arena.  Following  that  comes  the  all-new  full-size  Dodge  Ram  Pickup, 
on  t  just  turn  the  heads  of  pickup  buyers.  It'll  make  them  spin.  And  not  too  long  after  that, 

I  introduce  a  new  small  car  whose  interior  space  will  make  its  owners  forget  they  bought  a 

II  car.  The  way  we  figured,  it  was  only  a  matter  of  time  before  the  press  sat  up  and  took  notice. 
e  are  just  a  few  of  the  awards  we Ve^won:  Motor  Trend  Magazine  **Truck  of  the  Year"-Grand 
Tokee  Laredo  V8  •  Petersen's  4  WHEEL  &  OFF-ROAD  Magazine  ''4x4  of  the  Year^'-Grand 
;rokee  Laredo  V8  •  Automohik  Magazine  "Automobile  of  the  Year" -Concorde,  Intrepid, 
on  •  Car  and  Driver  Magazine  ''Ten  Best  List" -Concorde,  Intrepid,  Vision  •  Motor  Trend 
>  Ten  Best  Pomestic  Buys" -Intrepid,  Shadow  ES,  Sundance  Duster,  Grand  Cherokee  Laredo 
Voyager,  Caravan  •  FORTUNE^  "Products  of  the  Year" -Concorde,  Intrepid,  Vision  • 
ention  Magazine  "Safe  Van  of  the  Year" -Voyager,  Caravan.  As  you  can  see,  we've  got  a  lot 
lomentum  behind  us.  As  a  company,  we've  moved  alongside  some  of  the  best  cars  in  the  world, 
tely  waved,  then  pulled  into  the  fast  lane.  If  you'd  like  to  see  what  that  feels  like,  we  cordially  invite 
to  come  along  for  the  ride      ADVANTAGE  :   CHRYSLER^ 
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IN  THE  CAR  BUSINESS,  YOU  LEAD,  FOLLOW 
OR  GET  OUT  OF  THE  WAY. 


President  Clinton  is  serious  about  cutting  federal  spending,  he  should  hand  a 
larp  ax  to  his  new  Attorney  General  designate  and  tell  her  to  start  swinging  it. 
jstice  is  Washington's  fastest-growing  and  most  duplicative  bureaucracy. 


Sow  about  a  little 
restracturing.^ 


Janet  Novack 


tie  Justice 
epartment  has 
;en  a  prime 
strument  for 
trusting  the 
iieral  govern - 
ent  ever 
;eper  into  the 
/es  of  the 
tizenry. 


Since  1980  the  U.S.  Department  of  Justice's 
budget  has  more  than  quadrupled.  In  this  peri- 
od, Justice's  payroll  has  swelled  from  53,400  to 
nearly  98,000,  growing  4^2  times  faster  than 
federal  civilian  payrolls  as  a  whole.  Today  there 
are  4,200  local  assistant  U.S.  attorneys,  2^2 
times  as  many  as  in  1980. 

As  its  staffs  have  grown,  so  has  Justice's  role  in 
American  society — although  the  real  work  Jus- 
tice does  hasn't  risen  as  fast  as  its  staff.  This 
illustrates  once  again  the  truth  of  C.  Northcote 
Parkinson's  Law  of  bureaucracy:  Work  expands 
so  as  to  fill  the  time  available  for  its  completion. 
And  Parkinson  further  observed,  as  the  real  or 
imagined  work  expands,  the  bureaucrats  ask  for 
more  bureaucrats  to  do  it. 

The  Justice  Department  has  been  a  prime 
instrument  for  thrusting  the  federal  govern- 


ment ever  deeper  into  the  lives  of  the  citizenry. 
When  the  U.S.  government  was  born  there  were 
3  specific  federal  crimes:  treason,  counterfeiting 
and  piracy  on  the  high  seas.  With  patriotism  in 
intellectual  disrepute,  there  isn't  much  work  for 
Justice  in  the  treason  line  today.  Counterfeiting 
remains  a  problem  but  accounts  for  only  about 
2%  of  U.S.  prosecutions.  Old-fashioned  piracy 
scarcely  exists.  But  Justice  is  not  running  out  of 
work.  Congress  keeps  defining  new  crimes. 
Today  there  are  not  3  federal  crimes  but  more 
than  3,000. 

Why  has  Justice  grown  so  explosively? 

Because  the  politicians,  frustrated  by  high 
taxes  and  by  the  deficit,  have  found  a  way  to 
grandstand  for  the  voters  without  increasing 
visible  taxes.  Hiring  a  few  thousand  new  lawyers 
and  sleuths  is  a  lot  cheaper  than  finding  tens  of 


Attorney  General 
designate  Janet  Reno 
Will  she  carry  a 
sharp  enough  ax? 
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Bloated  Justice 


Representative 
Charles  Schumer 
(D-N.Y.) 
"This  is  one 
thing  people 
are  willing 
to  pay  for." 


llSCJ 


Political 
leverage  is 
what  this  is  all 
about.  New 
laws  make 
Congress 
seem  responsive 
to  the  wants 
and  fears  of 
the  voter. 


billions  of  dollars  for  new  programs.  But  this  is 
not  a  cheap  exercise  for  societ^^  In  a  recent 
article  (Feb.  15).,  Forbes  quoted  experts  who 
estimated  that  e\'er\'  dollar  the  government 
spends  on  regulator)'  enforcement  inflicts  about 
$20  in  compliance  costs  upon  private  citizens. 

Justice  increasingly  thrusts  itself  into  Ameri- 
can life  as  the  policeman  for  expanding  federal 
regulation.  Many  of  the  new  federal  crimes 
Congress  has  created  are  actually  bastard  chil- 
dren of  regulation,  whether  it's  in  banking, 
securities  trading  or  the  environment,  or  e\'en 
the  war  on  drugs.  Distributors  of  certain  chemi- 
cals risk  going  to  jail  if  they  don't  screen  their 
customers  to  weed  out  potential  illegal  daig- 
makers;  car  dealers  and  other  merchants  now 
break  federal  law  if  they  do  not  report  someone 
paying  with  large  amounts  of  cash. 

Business  is  even  being  forced  to  pay  some  of 
the  direct  costs  of  Justice's  growth.  Congress 
last  year  ordered  that  registration  fees  paid  by 
drugstores,  doctors  and  other  legitimate  dis- 
pensers of  controlled  substances  be  quadrupled 
(to  $66  million  a  year)  to  pay  for  criminal 
in\'estigations  into  the  illegal  diversio'n  of  drugs. 

Political  leverage  is  what  this  is  all  about. 
Passing  new  laws  makes  Congress  seem  respon- 
sive to  the  wants  and  fears  of  the  voter.  Seem 
responsive.  Stealing  someone's  car  at  gunpoint 
was  already  a  serious  crime  in  all  50  states.  But 
after  a  Washington,  D.C.  suburban  mother  was 
killed  in  a  savage  carjacking  last  September, 


Congress  made  a  show  of  getting  tough  on 
crime  by  making  armed  carjackings  a  feden 
crime.  Now  carjackings  can  be  prosecuted  by] 
U.S.  Attorneys,  if  they  choose.  So  far  the  feds] 
have  prosecuted  only  about  two  dozen  cases  bu 
have  made  lots  of  headlines  doing  it. 

Representative  Charles  Schumer  (D-N.Y.), 
chairman  of  the  House  subcommittee  on  crimej 
and  the  sponsor  of  the  carjacking  bill,  is  proud  on 
his  work:  "This  is  why  government  was  formed,' 
to  make  people  feel  safe.  This  is  one  thing  people"] 
are  willing  to  pay  for." 

Trouble  is,  they  are  already  paying  for  iti 
through  state  and  local  law  enforcement  agcn 
cies.  In  1991  state  and  local  governments  spentj 
about  $75  billion  on  cops,  prisons,  prosecutors: 
and  courts,  a  sum  in  no  way  diminished  by 
increased  federal  spending. 

There  is  no  evidence  that  adding  a  federal 
layer  of  law  enforcement  decreases  the  number 
of  armed  carjackings. 

Burke  Marshall,  a  noted  Yale  Law  School 
professor,  recently  examined  the  Justice  Depart- 
ment for  the  Clinton  transition  team.  Opines 
Marshall:  "If  we're  talking  about  the  kind  ot 
crime  enforcement  people  are  interested  in,  tlu 
money  ought  to  go  into  building  up  the  local 
police  and  enforcement  rather  than  increasin 
the  bureaucracy  in  the  Department  of  Justice.' 
Despite  the  near  doubling  of  the  Justice  pa\  ro! 
in  a  decade,  state  and  local  governments  st 
handle  94%  of  all  prosecutions. 
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Far  from  helping  local  governments  counter 

me,  the  feds  have  actually  cut  back  their 

ancial  support  for  the  locals.  In  1976,  $872 

Uion,  or  26%  of  federal  justice  spending,  went 

local  law  enforcement;  in  1990,  only  $728 

illion,  or  7%  of  the  pot,  did.  Supreme  Court 

lief  Justice  William  H.  Rehnquist  has  con- 

ided:  "The  nation  can  no  longer  afford  the 

xury  of  state  and  federal  systems  which  work  at 

Dss-purposes  or  which  irrationally  duplicate 

ch  other's  efforts."   Clinton  has  proposed 

itting  more  federal  money  into  support  for 

cal  cops.  But  this  could  simply  lead  to  more 

iplication. 

Too  often  in  federal  enforcement  the  name  of 
e  game  is  publicity,  not  a  reduction  in  the 
nount  of  crime.  In  cases  with  high  publicity 
lue,  federal  prosecutors  sometimes  go  aftier  a 
iminal  who  is  already  under  state  indictment 
is  already  in  the  state  pen.  In  1991  the  U.S. 
ttorney  in  Philadelphia  tried  a  66-year-old 
an  who  had  already  been  convicted  in  state 
)urt  of  running  a  drug  and  crime  ring  and  was 
the  state  pen  facing  a  20-to-40-year  term. 
Federal  prosecutors  are  also  reaching  down 
to  the  local  police  blotter  and  trying  all  sorts  of 
in  and  drug  cases.  "These  are  all  cases  that  the 
cals  can  try,  but  the  federal  prosecutors  cherr)' 
ck  them,"  complains  Newman  Flanagan,  who 
tired  last  year  as  Boston's  district  attorney  and 
now  executive  director  of  the  National  Dis- 
ict  Attorneys  Association. 
Yet  the  Justice  Department  has  been  remark- 
)ly  successful  in  wrapping  its  efforts  in  a  noble 
antle.  Representative  Bob  Wise  (D-W.Va.) 


was  from  January'  1989  through  1992  chairman 
of  a  House  subcommittee  that  attempted  to 
oversee  Justice.  "If  you  criticize  Justice,"  Wise 
says,  "the  implication  is  created  that  you're 
undercutting  the  effort  to  fight  drugs  and  cri- 
minals." The  Justice  Department,  he  adds,  "is 
an  incredibly  deep  bureaucratic  swamp." 

Like  any  swamp,  this  one  is  fiill  of  decayed 
matter.  U.S.  District  Court  Judge  J. P.  Stadt- 
mueller  was  U.S.  Attorney  in  Milwaukee  before 
he  was  appointed  to  the  bench  in  1987.  Judge 
Stadtmueller  says:  "Many  U.S.  Attorneys'  of- 
fices have  25%  to  30%  deadwood.  If  these  people 
were  in  private  law  firms,  they  would  have  been 
out  on  the  street  a  long  time  ago." 

Like  any  bureaucracy,  this  one  moves  inexo- 
rably toward  entrenching  itself  Until  the  early 
1980s  assistant  U.S.  attorneys  basically  served  at 
the  pleasure  of  the  country's  93  U.S.  Attorneys, 
who  are  appointed  by  the  President.  The  U.S. 
Attorneys  could  fire  their  assistant  attorneys. 
But  thanks  to  a  series  of  court  decisions  and  a 
1990  law  passed  by  Congress,  assistant  U.S. 
attorneys  now  enjoy  what  amounts  to  near 
lifetime  job  security. 

Many  Justice  Department  lawyers  have  every 
incentive  to  seek  job  security.  U.S.  Attorneys 
earn  $113,500,  while  assistant  U.S.  attorneys 
without  supervisory  responsibilities  now  earn 
up  to  $87,900  a  year— and  up  to  $94,900  in 
high-cost  cities  like  New  York  and  Los  Angeles. 
National  median  earnings  for  lawyers:  $56,420. 
Former  D.A.  Flanagan  notes  that  as  Boston 
D.A.  his  pay  was  only  $72,500;  he  also  says  his 
assistants  generally  earned  little  more  than  half 
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of  what  their  counterparts  in  the  federal  govern- 
ment did,  while  carrying  a  heavier  caseload. 

No  surprise  then  that  annual  turnover  among 
Justice  Department  lawyers  was  just  5%  last  year, 
down  from  13%  in  1980.  The  federal  govern- 
ment's 31,000  criminal  investigators  (not  all  in 
Justice)  do  nicely,  too,  averaging  $62,000  a 
year,  including  overtime,  compared  with  a  me- 
dian of  $27,500  for  all  police  and  detectives. 

Are  Justice  Department  lawyers  overworked? 
Some  certainly  are.  But  between  1980  and  1991 
the  number  of  criminal  cases  filed  per  assistant 
U.S.  attorney  dropped  40%;  civil  filings  per 
attorney  fell  38%.  The  number  of  individuals 
indicted  per  assistant  attorney  has  dropped  33%. 
There's  clearly  a  productivity  problem  here. 

What  do  these  98,000  Justice  employees  do? 
Three -fourths  are  in  what  might  be  termed 
Justice's  wholly  owned  subsidiaries:  the  Bureau 
of  Prisons,  24,000;  the  FBI,  24,000;  the  Drug 
Enforcement  Administration,  7,100;  U.S.  Mar- 
shals, 3,700;  Immigration  &  Naturalization 
Service,  11,700. 

As  for  the  more  troublesome  balance,  almost 
1,400  are  at  the  top  in  "general  administra- 
tion." Another  13,500  are  lawyers  and  their 
assistants.  Burke  Marshall  says  this  about  the 
swelling  Justice  bureaucracy:  "Because  of  the 
proliferation  of  federal  crimes,  the  turf  fighting 
is  getting  worse." 

For  example,  the  Drug  Enforcement  Admin- 
istration, Federal  Bureau  of  Investigation  and 
Immigration  &  Naturalization  Service  all  have 
some  responsibility  for  waging  the  war  on 
drugs.  The  fbi  and  dea  maintain  separate  com- 
puterized drug  intelligence  systems,  as  do  nu- 
merous agencies  throughout  the  federal  gov- 
ernment. Wouldn't  it  be  more  efficient  if  they 
pooled  their  resources?  Yes,  according  to  esti- 
mates that  DEA  informally  provided  to  Con- 
gress, about  $100  million  a  year  could  be  saved 
by  merging  systems. 

But  instead,  in  1990  yet  another  organiza- 
tion— the  National  Drug  Intelligence  Center — 
was  layered  on  top  to  build  a  new  comprehen- 
sive drug  trafficking  database.  When  fully  opera- 
tional, it  will  have  150  employees  in  Johnstown, 
Pa.,  the  home  of  Representative  John  Murtha 
(D-Pa.),  who  pushed  funding  for  it  through 
Congress. 

Last  year,  sensing  big  bucks  in  guns,  the  fbi 
attempted  to  gain  more  jurisdiction  over  fire- 
arms violations — the  traditional  province  of 
Treasury's  Bureau  of  Alcohol,  Tobacco  &  Fire- 
arms— leading  to  a  personal  confrontation  be- 
tween then  Treasury  Secretary  Nicholas  Brady 
and  then  Attorney  General  William  Barr. 

With  the  collapse  of  the  Soviet  Union,  the  FBI 
can  no  longer  justify  so  many  counterintelli- 
gence agents  (the  exact  number  is  classified). 
Will  it  cut  back?  Don't  be  silly.  So  far  it  has 


transferred  385  to  fight  violent  crime  and  65  t 
investigate  health  care  fraud.  Now  it  is  enthusi 
astically    pursuing    alleged    economic    spyi 
against  the  U.S.,  much  of  it,  it  is  said,  by  oui 
allies. 

The  FBI  isn't  always  the  encroacher.  Th 
Secret  Service,  which  finds  itself  with  rather  toi 
little  to  dp  to  justify  manpower  between  elec 
tion?,  got  friends  on  the  Hill  to  assign  it  s&4 
investigative  duty. 

In  the  early  1980s  the  Reagan  Administrationj 
actually  came  close  to  merging  dea  and  fbi,  and 
in  1984,  56  separate  projects  were  undertaker 
to  integrate  various  functions  of  the  two  agen- 
cies. Only  9  of  the  56  projects  were  completed 
the  rest  dropping  into  bureaucratic  limbo.  One 
successfiilly  merged  area  was  training.  But  now 
DEA  has  gotten  $11  million  and  is  hunting  for 
another  $23  million  to  build  its  own  training 
center  in  Quantico,  Va. 

With  so  many  federal  agencies  involved  in  the 
war  on  crime,  sometimes  they  end  up  not  only 
duplicating  but  tripping  over  each  other.  In  one 
notable  case.  Jay  Stephens,  U.S.  Attorney  for 
the  District  of  Columbia,  had  to  referee  be- 
tween the  DEA  and  the  fbi,  which  were  both 
trying  to  trap  then  Mayor  Marion  Barry  on  al 
drug  charge.  (Stephens  persuaded  the  dea  tot 
backoff.)  i:\ 

The  agencies  are  all  so  keen  to  claim  credit  foi  ittwr 
drug  seizures  that  the  government  had  to  create  Mic 
a  special  Federal-wide  Drug  Seizure  System  to  b  i 
eliminate  double  counting  (fdss  showed  3,034  W  \^ 
pounds  of  heroin  seized  in  1991,  with  Trea-^usncc 
sury's  Customs  Service  claiming  credit  for  2,960f 
pounds  and  DEA  insisting  it  was  responsible  for  ,,. 
2,455  pounds).  lonipjf 

Meanwhile,  Congress  keeps  handing  Justice  ilpro!: 
new  excuses  to  demand  more  money  and  per-  "Thi 
sonnel.  Congress  attempted  to  rein  in  lenient  lubp; 
judges  by  creating  strict  guidelines  for  sentenc 
ing  offenders,  and  decreeing  that  convicts  must 
serve  at  least  85%  of  their  federal  sentences  foi 
crimes  committed  after  Nov.  1,  1987.  Since  it,iL 
then,  responding  to  what  they  saw  as  a  populai  ih. 
demand  for  a  crackdown,  the  politicians  have  itih 
layered  stiff' mandatory  minimum  sentences  foi  j^.^ 
certain  drug  crimes  on  top  of  the  guidelines. 

These  tough  mandatory  sentences  have  dont 
little  to  reduce  drug  traffic,  but  they  have  en 
abled  the  Justice  Department  to  create  new  job 
in  the  prison  system  to  guard  convicted  two-bi 
dealers.  Since  1986  the  Bureau  of  Prisons  ha 
doubled  in  size,  to  24,000  employees.  If 
expected  to  grow  to  37,000  by  1995. 

Harvard  University  Associate  Professor  Marl 
A.R.  Kleiman  is  a  respected  student  of  the  druj 
problem.  He  says  the  money  used  building  jai 
and  hiring  guards  could  more  efficiently  h( 
spent  for  intensive  supcr\'ised  probation  or  pa 
role  with  drug-testing  for  drug-using  offenders 
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We've  got  to  learn  how  to  control  people 
ithout  paying  their  room  and  board  bills." 

The  discovery  by  our  society  of  any  new 
itegory  of  crime  is  a  potential  growth  area  for 
astice.  In  that  sense  environmental  crime  has 
een  a  godsend.  Washington  defense  attorney 
£id  Weingarten,  who  spent  ten  years  as  a 
Listice  prosecutor,  says:  "The  attitude  among 
ideral  prosecutors  is  that  if  a  truck  driver  dumps 
)xic  waste  into  the  river,  the  president  of  the 
ompany  goes  to  jail  if  he  had  a  lax  environmen- 
il  program." 

"The  federal  government  has  no  business 
laking  every  piece  of  dirt  dropped  on  your 
roperty  a  federal  crime,"  complains  Paul  Ka- 
lenar,  executive  legal  director  of  the  Washing- 
on  Legal  Foundation.  Kamenar's  foundation 
as  taken  up  the  causes  of  three  men — in  Flori- 
a,  Pennsylvania  and  Maryland — sent  to  jail  for 
v^etlands  violations.  Warns  Kamenar:  "Con- 
ress  is  ready  to  federalize  anything  they  think  is 
social  ill." 

The  savings\and  loan  mess  certainly  proved 
lat.  No  mattsr  that  Congress  itself  bears  most 
b  )f  the  responsibility  for  the  mess,  no  matter  that 
nany  congressmen  were  deeply  implicated, 
ongress  was  happy  to  give  Justice  the  money  to 
eck  scapegoats  in  the  disaster  (Forbes,  Sept.  28, 
1992).  In  1990  and  1991  Congress  voted  Jus- 
ice  an  extra  1,854  attorneys,  criminal  investiga- 
ors  and  support  staffers,  including  320  new 
)rosecutors  in  the  U.S.  Attorneys'  offices. 

Atlantic  City  attorney  Rudolph  Westmore- 
and  was  indicted  in  Milwaukee  in  1991  on  three 
:ounts   relating  to  an   alleged  conspiracy   to 
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defraud  a  now  defunct  s&L.  His  crime?  Prosecu- 
tors alleged  Westmoreland  fibbed  on  a  mort- 
gage application  for  a  four- bedroom  Phoenix 
house  when  he  said  he  was  buying  it  as  a  second 
home.  Westmoreland,  they  asserted,  was  actual- 
ly buying  the  house  not  for  himself  but  for  his 
brother.  (The  mortgage  in  question  was  paid  in 
full  after  the  brother  took  title  to  the  house  and 
refinanced  it.) 

After  a  three-day  trial,  a  jury  acquitted  West- 
moreland. Cost  to  Westmoreland  to  defend 
himself  $40,000.  Cost  to  the  taxpayers  to 
prosecute  him:  plenty. 

When  the  thrift  mess  is  cleaned  up,  what  will 
happen  to  the  S&L  prosecutors?  Professor  Par- 
kinson would  know  the  answer.  Already  there's 
talk  of  how  useful  they'd  be  pursuing  bankrupt- 
cy fraud  or  other  white-collar  offenses. 

Not  satiated  with  spending  taxpayer  money, 
the  Justice  Department — like  the  Argentinean 
army  under  Peron — builds  revenue  sources  of 
its  own.  The  army  ran  its  own  factories  and 
businesses,  some  built  up  with  seized  assets. 
Since  1988  Justice  has  spent  more  than  $850 
million  realized  from  the  seizure  of  cash  and 
assets  associated  with  criminal  activities. 

Seizures  began  to  be  used  aggressively  in 
1978  as  a  weapon  against  drug  dealers.  But  since 
the  late  1980s  seizures  have  been  used — along 
with  money-laundering  charges — against  all 
manner  of  alleged  white-collar  criminals.  Mon- 
ey laundering  has  replaced  RICO  (the  Racketeer 
Influenced  &  Corrupt  Organizations  Act)  as 
Justice's  favorite  weapon  for  attacking  business 
people.  "RICO  looks  mild  by  comparison  to  the 
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moncy-laundcring  statutes.  Money 
laundering  is  much  easier  to  prove," 
says  Michael  Goldsmith,  a  Brigham 
Yoimg  University  Law  School  profes- 
sor who  is  an  expert  on  both  laws. 

RICO  charges,  though  temptingly 
broad,  turned  out  to  be  difficult  for 
prosecutors  to  prove.  Rudolph  Giu- 
liani, the  publicity-loving  former  U.S. 
Attorney  in  Manhattan,  had  some 
momentary  glory  when  he  won  Rico 
convictions  against  executives  from 
Princeton/Newport  Partners,  for  al- 
leged tax  violations.  But  the  appeals 
court  later  reversed  those  convictions. 

"There's  no  sense  that  Justice  is 
concerned  about  citizens'  rights,  no 
matter  what  kind  of  crimes  they're 
accused  of,"  says  Miami  lav^er  Tal- 
bot D'Alemberte,  past  president  of 
the  American  Bar  Association  and  a 
friend  of  Attorney  General  designate 
Janet  Reno. 

In  Macbeth  Shakespeare  has  Ban- 
quo  say  to  the  witches:  "If  you  can 
look  into  the  seeds  of  time,  and  say 
which  grain  will  grow  and  which  will 
not,  speak  then  to  me.  ..." 

Okay,  we  will.  There  are  several 
grains  in  the  Justice  Department  that 
promise  a  lot  of  growth: 

Justice's  environmental  division  in 
Washington,  with  660  staffers,  is  sure 
to  grow  smartly  under  Clinton,  since 
he  has  promised  even  more  environ- 
mental enforcement.  Look,  too,  for 
more  environmental  cases  to  be  initi- 
ated in  the  field  by  the  U.S.  Attorneys 
who  dream  of  the  exposure  they  could 
get  from  them  on  the  nightly  news. 

The  Civil  Rights  division  (with  510 
employees)  and  Antitrust  (with  460) 
are  almost  guaranteed  extra  business 
and  more  growth. 

Last  year  Congress  made  it  a  federal 
offense  to  fail  to  pay  child  support  to 
children  in  another  state.  Clinton  has 
endorsed  a  bill  being  pushed  by  key 
Democrats  that  would  make  wife- 
beating  a  federal  crime,  too.  More 
work,  lots  more,  for  Justice. 

And  then  there's  the  Bureau  of 
Prisons.  Absent  any  major  revamping 
of  the  sometimes  illogically  harsh 
mandatory  minimum  sentences,  the 
prison  bureaucracy  can  do  nothing 
but  grow  and  grow. 

Any  bets  on  how  big  the  Justice 
Department  will  be  three  years  into 
the  Clinton  Administration?  100,000 
employees?  1 10,000?  More. >  ^ 


If  the  public  would  stop  believing  that  the  federal 
government  can  fix  things  that  are  unfixable  or  too 
expensive  to  fix,  perhaps  government  spending 
could  be  brought  under  control. 

"Collective 


lunacy" 


By  Damon  Darlin 

President  Clinton  stood  before 
Congress,  boasting  of  slashing  his 
Wliite  House  staff  and  pledging  to  cut 
another  100,000  federal  bureaucrats. 
He  urged  the  hiring  of  100,000  local 
police  instead. 

Loud  applause.  It  was  an  empty 
promise  but  a  politically  palatable 
one.  Hiss  the  bureaucrats.  Cheer  for 
the  man  in  blue. 

Not  so  fast,  though.  Hear  out 
James  Q.  Wilson,  who  has  spent  his 
entire  academic  career  studying  bu- 
reaucracies and  crime.  This  University 
of  California,  Los  Angeles,  political 
scientist  has  long  argued  that  bureau- 
crat-bashing misplaces  the  responsi- 
bility for  bad  government.  His  bril- 
liant, beautifully  written  1989  book 
Bureaucracy  zv^ucs  that  it  is  simplistic 
to  blame  bloated  and  inefficient  gov- 
ernment on  greedy  bureaucrats.  The 
political  system  is  the  real  problem, 
the  author  says. 

Interviewed  by  Forbes  in  his  airy 
home  looking  out  to  the  Pacific 
Ocean  just  north  of  Malibu,  Wilson 
pointed  out  that  the  bureaucrats  arc 
simply  doing  what  C'ongress  tells 
them  to  do,  and  that  Congress  is 
responding  to  a  public  encouraged  by 
politicians  to  believe  in  the  myth  that 
the  federal  government  can  cure  all  ills 
and  solve  all  problems.  "The  result  is 
that  everyone  is"  acting  rationally  and 
the  collective  result  is  monstrous  or 
lunacy,"  says  Wilson. 

Take  the  1991  federal  highway  law, 
which  purportedly  will  rebuild  Amer- 
ica's transportation  system.  The  text, 
he  says,  is  ten  times  as  long  as  the 
original  Eisenhower  Administration 


law  creating  the  interstate  highway 
system.  Under  the  1991  law  an  ad- 
ministrator isn't  charged  simply  with 
getting  a  road  built.  He  is  charged 
with  protecting  the  environment,  ad- 
vantaging the  supposedly  disadvan-: 
taged,  preserving  histor)^  and  taking 
care  of  the  disabled.  Little  wonde^ 
that  the  bureaucracy  moves  sluggishl)| 
and  inefficiently.  ■ 

The  resulting  frustrations,  Wilsoif 
says,  do  not,  as  often  supposed,  aris^ 
from  poor  management.  "They  arise 
out  of  governance  problems,"  hci 
wrote  in  Bureaucracy.  < 

Name  most  any  social  problem- 
crime,    pollution    or    poverty — an( 
you'll   see   what   Wilson   is   talkinj 
about.  Everything  has  become  a  con 
cern  for  the  federal  government.  I 
wasn't  always  thus.  As  the  preceding 
story  shows,  there  were  only  3  federa 
crimes  at  the  founding  of  the  Repub" 
lie;  today  there  are  more  than  3,000J 
Redistributing  income  and  creating 
job  c]uotas  was  no  part  of  the  federa 
government's  job.  ' 

But  in  recent  years,  people  have 
come  to  believe  that  the  federal  gov^i 
ernment    is    responsible    for    eveiyj 
thing — from  curing  AIDS  to  rightin] 
ancient  wrongs.  "It's  the  most  pn 
found  transition  that  has  occurred  i 
American    gcwernment    in    my    lifci 
time,"  says  Wilson  of  this  shift  i 
popular  beliefs. 

C.arjacking:  Call  the  FBI.  Scarce  wa^ 
terfowl:   Bring  in  a  U.S.  Attorne 
Wilson:  "You  never  hear  any  debate 
about  the  proper  role  of  the  {cdcn 
government  except  from  a  few  cran 
senators. 
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How  inviting  is  your  home? 

Ifs  the  obvious  but  overlooked  things  that  often  cause  home  burglaries.  You  go  on  vacation, 
but  forget  to  tell  neighbors.  And  so  mail  and  newspapers  pile  up.  Or  you  leave  your  house  totally 
dark.  Or  the  fence  out  back  is  so  high,  it  blocks  the  view  of  neighbors.  Or  maybe  you  forget  to 
lock  up.  Forty  percent  of  home  invasions  happen  because  people  simply  don't  lock  their  doors 
and  windows.  The  list  goes  on  and  on.  To  help  make   'V^-,  J^^  1^  flA  Arl  Vl  O  flH  C 

/instate 


your  home  burglar-proof,  see  your  Allstate  agent. 


For  tips  on  how  to  help  burglar-proof  your  home,  write  to:  Allstate,  Dept.  HB, 

RO.  Box  7660,  Mt.  Prospect,  1L60056-996L  ©  1993  Mlstate  Insurance  Company,  Northbrook,  IL 


Wilson 


Political  scientist 
James  Q.  Wilson 
"You  thus 
provide  an 
opportunity  for 
all  Americans 
to  project  onto 
the  federal 
government  all 
of  our  concerns, 
fears,  demands 
and  wants." 


"It  is  generally  understood  that 
'the  government,'  and  it  can  only 
mean  one  government,  the  govern- 
ment in  Washington,  is  insensitive  or 
out  of  touch  with  people  if  it  does  not 
do  something.  The  question  is  never 
raised,  'What  is  the  appropriate  level 
of  action?'  The  assumption  is  that  the 
go\'ernment  should  do  it,  and  indeed 
the  President  must  have  a  policy  on 
this  question. 

"You  thus  provide  an  opportunity 
for  all  Americans  to  project  onto  the 
federal  government  all  of  our  con- 
cerns, fears,  demands  and  wants. 

"Since  we  are  talking  about  poli- 
tics, we  [those  who  demand  federal 
action]  don't  have  to  put  our  money 
where  our  mouth  is.  The  political 
system  never  has  a  system,  never  has  a 
constraint  that  requires  it  to  think 
through  tradeoffs,  a  constraint  akin  to 
the  profit  motive." 

Big  old  corporations  like  General 
Motors  Corp.  or  International  Busi- 
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ness  Machines  cut  staff  when  they 
finally  recognize  they  have  limited 
resources.  The  federal  government 
does  not.  The  politicians  simply  keep 
adding  staff  and  spending  money  in 
order  to  appear  to  be  tackling  a  prob- 
lem. Then  they  blame  the  bureaucra- 
cy for  failing  to  do  so. 

What's  to  be  done?  "I  think  it  is 
virtually  impossible  to  cut  any  agency 
that  provides  in  a  politically  visible 
way  the  appearance,  if  not  the  reality, 
of  ser\'ing  a  highly  valued  public 
goal,"  Wilson  says. 

"I  am  frankly  skeptical  of  there 
being  any  correlation  between  the 
size  of  the  Justice  Department  and  the 
efficacy  of  the  federal  government's 
war  on  crime.  I  know  for  a  fact,  having 
studied  it  in  person,  that  there  is  not 
much  relationship  between  the  num- 
ber of  police  officers  and  the  magni- 
tude of  the  crime  problem.  But  crime 
is  politically  visible.  And  the  govern- 
ment must  'do  something'  about  it." 


Or  worse,  the  government  simply 
transfers  the  costs  to  the  private  sector 
by  fiat,  as  it  has  done  by  mandating 
access  for  the  handicapped.  Ordering < 
private  business  to  do  something  '< 
rather  than  having  the  government 
do  it  has  both  advantages  and  disad- 
vantages, Wilson  points  out.  "You  get 
ramps  built  faster,  they  are  better 
looking,  and  they  are  built  by  cost- 
conscious  people.  The  minuses  are 
that  since  the  government  is  not  pay- 
ing the  costs,  it  ordered  the  ramps 
everywhere,  whether  or  not  they  arc 
needed." 

Wilson  is  not  entirely  discouraged. 
He  says:  "I'm  optimistic  about  it 
because  the  system  has  enormous  ca- 
pacity for  self-correction."  But  before 
the  self-correction  can  really  take 
hold,  he  adds,  people  must  grasp  a 
simple  truth,  which  they  ha\'c  not  yet 
grasped : 

"You  can  have  less  burcaucrac\ 
only  if  you  have  less  government."  Bii 
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Rockwell  cuts  costs 

for  NASA's  frequent  flyers 

by  more  than  20  percent. 


Continuous  Process 

Improvement  saves  millions 

on  Space  Shuttle  operations 

and  main  engines. 


Whether  it's  helping  NASA 
prepare  the  Rockwell-built  Space 
Shuttle  for  flight,  or  producing  its 
main  engines,  it  takes  innovative 
management  to  reduce  costs  while 
maintaining  quality.  From  factory 
to  launch  pad.  Rockwell  gives  NASA 
more  for  its  money  through 
Continuous  Process  Improvement. 

A  restless  dissatisfaction  with  the 
status  quo  drives  Rockwell  people 
to  seek  better  ways  to  help  all  their 
customers  succeed.  Whether  it's 


cutting  an  avionics  production  cycle 
by  68  percent.  Giving  commercial 
printers  a  pinless  folding  system 
that  reduces  paper  waste.  Or  em- 
ploying simultaneous  engineering 
to  produce  a  complex  truck-hood 
assembly  in  half  the  time. 

Rockwell  continuously  seeks 
better  ways  to  perforn.  for  its 
customers.  Boosting  our  leader- 
ship in  the  Electronics,  Aerospace, 
Automotive  and  Graphics  markets 
we  serve. 


^ 


Rockwell  International 


ELECTRONICS   /    AEROSPACE    /    AUTOMOTIVE    /   GRAPHICS 
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As  it  has  throughout  U.S.  industry,  fast  change 
has  come  to  Madison  Avenue.  The  giant, 
integrated  ad  agencies  face  a  difficult  future. 

Teaching 
elephants  to 
dance 


"This  has  turned  out  to  be  a  very 
tricky  business,  honey,  and  a  lot  of 
tricky  angles  to  it."  That's  what  Greg- 
ory Peck  tells  his  wife  after  his  first 
brush  with  Madison  Avenue  in  the 
legendary  1956  movie  Man  in  the 
Gr2Ly  Flannel  Suit. 

Not  half  as  tricky  as  it  is  today.  In 
many  ways  Madison  Avenue  is  fight- 
ing for  survival  amid  bewildering 
change.  That  man  in  the  gray  flannel 
suit  has  long  since  become  obsolete. 

The  days  of  big,  integrated  agen- 
cies acting  as  the  undisputed  mon- 


archs  of  marketing  are  fast  coming  to 
an  end.  Like  many  institutions  in  our 
society,  the  traditional  ad  agency  be- 
came unwieldy  and  rigid  and  ineffi- 
cient. Inevitably,  many  clients  are  do- 
ing things  themselves  that  formerly 
they  depended  on  agencies  for.  Take 
Heineken.  For  a  recent  ad  campaign 
in  the  Caribbean  and  Latin  America, 
the  big  brewer  tapped  two  indepen- 
dent Miami- based  filmmakers  to  do 
the  job  rather  than  use  any  of  the  20 


or  so  agencies  it  retains  around 
world  as  middlemen. 

Why?  At  a  big  agency,  the  tab  ^ 
the  campaign  might  have  topped  $7. 
million.  But  the  duo  at  Upmarket/Il- 
lustra  Films  brought  it  in  for  less  thaa 
a  third  of  that.  "I  wanted  to  stay  aw^ 
from  big  agencies  with  lots  of  ove^| 
head  and  more  interest  in  the  mon^i| 
to  be  earned  than  in  doing  good  I 
work,"    says    Marinus    Weststrats, ;, 
Heineken's  advertising  manager  fdf 
the  Western  Hemisphere. 

In  mid-February  Coca-Cola  blan 
keted  the  airwaves  with  1 5  of  the  26 
new  commercials  in  its  upcoming  ad 
campaign.  The  work  was  billed  as  a 
"collaborative"  effort  between  agen 
cy  McCann-Erickson,  which  had  held 
a  tight  grip  on  Coke's  advertising 
since  1955,  and  Michael  Ovitz's  po 
tent  Creative  Artists  Agency.  Col 
laboration.^  caa  created  24  of  the  2k 
spots.  Shordy  after  a  preview  of  thr 
Coke  commercials,  McCann's  Gor 
don  Bowen,  tapped  18  months  ago  t( 
breathe  new  life  into  Coke's  ads 
abrupdy  resigned. 

"This  represents  something  of 
paradigm  shift,"  says  Peter  Sealey 
Coke's  senior  vice  president  for  globa 
marketing.  That's  a  mouthftil;  i 
means  that  Coke's  commercials  an 
becoming  more  like  entertainmen 
and  less  like  traditional  commercials. 

For  one  of  Coke's  new  commer 
cials,  a  spaceship  captain  unmasks  at 
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THE  NEW  YORK  STOCK  EXCHANGE 

FAIR  AND  OPEN 


Setting  the  Standard  for  the  Next  200  Years 

JHR 

•  In  1992  we  traded  a  record- 
breaking  51  billion  shares  - 
202  million  or  $6.9  billion  a  day 

•  During  the  year,  we  listed  an 
unprecedented  251  companies, 
$  103  billion  worth  -  50%  more 
than  our  previous  high 

•  Our  market  now  represents 
$4  trillion  -  86%  of  the  value 
of  all  publicly  traded  companies 
in  the  United  States 


For  two  hundred  years  the  New  York  Stock  Exchange  has  been  the 
world's  most  respected  equity  market.  In  1992,  we  entered  our  third  century 
with  a  year  that  was  record-breaking  in  virtually  every  respect.  The  numbers 
are  impressive,  but  more  important  is  the  strength  behind  them.  No  other 
market  offers  more  liquidity,  higher  visibility,  or  access  to  a  greater  number 
of  investors.  No  other  market  offers  shareholders  -  present  and  prospective  - 
a  better  chance  to  get  the  best  possible  price. 

The  New  York  Stock  Exchange  represents  a  community  of  effort  that 
includes  2,089  listed  companies,  503  member  firms,  more  than  10,000 
institutional  and  51  million  individual  investors.  It  is  more  than  just  the 
largest  equity  market.  It  is  the  most  trusted  exchange  in  the  world. 


Not  just  a  place    S  ^2    S*   ^^^^  ^~    A  way  of  doing  business 

THE  NEW  YORK  STOCK  EXCHANGE 


MARKETING 


alien  by  giving  the  crew  a  Coke  trivia 
test.  The  spot  is  directed  by  CAA  client 
Richard  Donner  (Lethal  Weapon). 

"Donner  produced  this  with  a  crew 
you  otherwdse  couldn't  hire,"  says 
Coke's  Sealey.  "This  ad  could  not 
have  been  created  in  a  linear  man- 
ner." Translation:  by  a  traditional  ad 
agency.  Adds  Sealey:  "The  agency 
business  will  have  to  change." 

For  decades,  the  agencies  were  the 
high  priests  of  marketing,  regarded  by 
many  clients  as  creating  arcane  stuff 
beyond  their  comprehension.  That's 
changing  fast.  In  a  recent  survey  by 
the  American  Association  of  Advertis- 
ing Agencies,  the  Industrie's  trade 
group,  85%  of  clients  said  they  don't 
trust  their  agencies  to  coordinate  in- 
tegrated marketing.  This  means  the 
almost  conjugal  bonds  that  used  to 
link  clients  and  agencies  are  breaking 
down.  "We're  de-linking  the  tradi- 
tional relationship,"  says  Gar)'  Moss, 
vice  president  of  marketing  commu- 
nications at  Campbell  Soup  Co.  "We 
expect  ideas  from  agencies,  but  if  they 
come  from  other  sources,  that's  okay, 
too." 

For  a  recent  campaign  for 
its  Black  Top  basketball 
shoe,  for  example,  Reebok 
dealt  not  with  one  agency 
but  with  four  different 
shops.  It  tapped  Chiat/ 
Day  for  advertising,  a 
sales  promotion  agency 
to  run  local  tourna- 
ments, a  design  firm  for  point-of-sale 
materials  and  an  outside  media- buy- 
ing service.  "The  agency  used  to  do 
[all]  that,  but  we're  taking  over,"  says 
David  Ropes,  vice  president  of  mar- 
keting services  at  Reebok,  a  recently 
created  position. 

Part  of  the  client  rebellion  can  be 
traced  to  the  commissions  that  have 
been  a  part  of  the  business  since  the 
19th  century,  when  agencies  started 
out  as  independent  space  salesmen  for 
newspapers.  They  sold  space,  collect- 
ing a  15%  commission,  and  later 
branched  out  to  help  with  the  writing 
and  designing  of  the  ads  they  sold. 
Today  agencies  accounting  for  80%  of 
the  country's  ad  volume  are  still  on 
some  sort  of  commission  system — 
charging  clients  about  5%  for  media 
placed  and  10%  for  other  services. 

That  gives  agencies  windfalls  in  an 
era  when  Super  Bowl  commercials 


cost  about  $1.7  million  a  minute.  It 
has  been  a  kind  of  cost-plus  business, 
where  the  agencies  had  a  stake  in 
getting  maximum  spending  from  the 
client.  "We  are  historically  cursed  by 
the  fact  that  we  made  money  based  on 
how  much  we  spent  on  media,"  says 
John  O'Toole,  president  of  the  Amer- 
ican Association  of  Advertising  Agen- 
cies and  former  head  of  giant  agency 
Foote,  Cone  &  Belding.  "Until  we 
can  free  ourselves  completely  from 
this  kind  of  payment,  we're  going  to 
have  a  ver)'  tough  job." 

Over  the  past  five  years — during 
which  there  has  been  a  bloodbath  in 
the  advertising  business — big  agency 


pretax  profit  margins  have  held  steady 
at  around  1  L%.  But  those  margins  are 
being  propped  up  in  part  by  hiring 
cheaper  workers  in  the  media  depart- 
ment, where  salaries  have  dropped 
sharply  as  a  percentage  of  total  agency 
payroll  costs.  This  at  a  time  when 
media- buying  is  becoming  increas- 
ingly sophisticated,  what  with  the 
fragmenting  of  markets  and  the  pro- 
liferation of  special  interest  publica- 
tions and  special  interest  cable  TV. 

Which  is  why  some  clients  are  farm- 
ing out  their  media-buying  to  special- 
ty shops.  BMW  just  picked  Boston's 
Mullen  Advertising  to  create  its  ads, 
but  tapped  DcWitt  Media  to  choose 
where  its  $80  million  ad  budget  is 
spent.  In  1987  only  7%  of  advertisers 
used  an  outside  buying  service  for 
some  portion  of  their  budgets.  Last 
year  21%  did. 

The  big  agencies  are  well  aware  of 


what  is  happening.  They  have  tried 
fight  back.  Realizing  that  markete 
wanted  more  than  just  traditional  a 
vertising,  Madison  Avenue  went  on 
buying  binge  in  the  Eighties  to  bri 
sales  promotions,  direct  mail,  pub' 
relations  and  special  events  experti 
under  one  roof  Ogilv)'  &  Mather,  ft 
instance,  bought  the  Adams  &  Rin^ 
hart  public  relations  firm  and  A.  Ei 
coff  &  Co.,  maker  of  infomercials. 
then  set  out  to  keep  client  dolla: 
from  straying  by  offering  a  full  ran 
of  marketing  services — O&M  grandlj 
touted  its  Chinese  menu  approach 
"orchestration."  Similar  buzzwor 
abounded — Young       &       Rubica: 
called  its  version  the  "whole  egg. 

But  the  egg-and-orchestra  pitch 
didn't  really  work.  "There  was  a  pe: 
ception  [among  clients]  that  we  we 
just  trying  to  sell  the  whole  store, 
says  G.  Kelly  O'Dea,  president 
client  services  at  Ogilvy  &  Matb 
Worldwide.  "We  overestimated  th< 
number  of  clients  who  need  all  thesi 
things  under  one  roof" 

No  surprise,  then,  tha 
the  big  agencies  are  doini 
what  big  companies  ii 
other  fields  have  been  do 
ing:  trying  to  break  them 
selves  up  into  small© 
more  entrepreneurial  uni 
In  January'  Ogilvy  &  Matb 
launched  "guerrilla"  unii 
for  its  15  top  clients,  eaci 
headed  by  an  account  supervisor  and 
direct-response  specialist.  "We're  t: 
ing  to  give  our  clients  a  small-si 
agency  feel,"  says  O'Dea. 

To  accommodate  its  estimated 
$  1 30  million  en  h  account,  ddb  Need- 
ham  Worldwide,  another  global  ad- 
vertising giant,  recently  created  Focua 
GTK,  a  separate  agency-within-an- 
agency.  Focus  GTK  comprises  an  anial 
gam  of  DDB  Needham's  advertising 
and  nonadvertising  serx'ices,  which  it 
aims  to  weave  together  into  a  package 
for  GTK. 

Some  agencies  will  make  the  transi- ; 
tion  successfully.  But  others  won't  I 
"The  bigger  you  are,  the  tougher  it  h 
to  change,"  concedes  o&M's  O'Dea, 
"You  can't  expect  cvery'body  to  tac 
upwind  like  a  dinghy."  Adds  Camp 
bell  Soup's  Moss:  "You  can  teach  u 
elephant  to  dance,  but  the  likelihciH 
of  its  stepping  on  your  toes  is  wv 
high."  -J.L. 
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Today's  automotive 
marketplace  is  crowded 
with  stylish  4-door  sedans 
—  each  promising  you 
luxury,  comfort,  quality 
and  value. 

There  is  one  car  that 
stands  out  from  this  crowd 
the  Buick  Regal  Sedan. 

AsJ.D.  Power  and 
Associates  discovered  in 
its  1992  Initial  Quality 
Study,^"  no  car  in  its  price 
class,  foreign  or  domestic, 
has  higher  initial  quality 
than  Regal  Sedan.* 


According  to 

J.D.  Power  and 

Associates,  the 

Buick  Regal  Sedan 

has  the  highest 

initial  quality 

of  any  car 

in  its  price  class. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Proving  that  when  you 
experience  the  luxury  and 
quality  of  a  Regal  Sedan,  you 
are  truly  traveling  first-class. 

For  more  information  on 
Buick  Regal  quality,  call 
l-800-4A-BUICK.Orsee 
your  Buick  dealer  for  a  test 
drive  today. 

•Based  on  33,573  consumer  responses  indicating 
owner-reported  problems  during  the  first  90  days 
of  ownership.  Price  class  claim  based  on 
$17,001-$22,000  price  class  category. 

©1992  GM  Corp.  All  rights  reserved. 


GM 


®  Regal  is  a  registered  trademark  of  GM  Corp. 
Buckle  up,  America! 
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Can  you  build  a  big  business  on  a  regulatory  loophole? 
Michael  Goldberg  is  trying. 

Loophole,  Inc. 


By  Roula  Khalaf 

In  less  than  three  years  Michael 
Goldberg  has  built  Newport  Beach, 
Calif. -based  RX  Medical  Services 
Corp.  from  virtually  nothing  into  a 
medical  laboratories  company  with 
about  $14  million  in  revenues,  up 
from  only  $3  million  the  year  before. 
"I'm  just  so  proud,  I'm  almost  deliri- 
ous at  what  we've  achieved,"  he  says. 
The  delirium  has  spread  to  the  stock 


market,  where  the  little  company's 
shares  sell  for  5V4,  achieving  an  Amer- 
ican Stock  Exchange  market  capital- 
ization of  $60  million — more  than 
four  times  revenues. 

All  this  enthusiasm  rests  on  a  pre- 
carious base.  For  RX,  which  started 
out  as  a  37-cent-a-share  outfit  on  the 
pink  sheets,  has  been  built  on  a  loop- 
hole in  a  federal  law  that  became 


RX  Medical  Services'  Michael  Goldberg 
Enthusiasm  resting  on  a  precarious  base. 


effective  last  year.  The  law  prohibits 
Medicare  reimbursements  to  medical 
labs  for  patients  referred  by  physicians 
who  hold  an  ownership  stake. 

But  Medicare  reimbursements  can 
be  made  to  publicly  traded  labs  that 
have  lots  of  doctor  shareholders — 
provided  the  company  has  at  least 
$100  million  in  assets.  Which  is  why 
Goldberg  has  been  acquiring  assets  as 
fast  as  he  can  in  order  to  reach  the 
required  size.  The  43-year-old  former 
Philadelphia  assistant  district  attor 
ney,  who  specialized  in  prosecutin 
white-collar  criminals,  says:  "I  was 
trv'ing  to  find  my  way  into  the  deal 
business.  This  was  my  deal." 

Unfortunately  for  Goldberg's  deal 
the  Health  Care  Financing  Adminis 
tration,  which  regulates  Medicare 
payments,  is  about  to  issue  form 
rules  defining  what  assets  can  be  in 
eluded  in  the  $100  million  calcula- 
tion. The  proposal  specifically  ex- 
cludes any  assets  "obtained  primarily 
to  meet"  the  $100  million  threshold, 
says  the  hc:fa. 

That  could  close  Goldberg's  loop- 
hole. To  achieve  the  required  size,  he 
pulled  a  fancy  deal.  In  the  fall  of  1991, : 
with  only  $26  million  of  assets  on  hist 
balance  sheet  and  virtually  no  cash,  j 
Goldberg  entered  into  a  convoluted! 
transaction   with   a   unit   of  Ohio's". 
BancOne  by  which  RX  acquired  $77 ' 
million  of  computer  leases.  Goldberg ; 
didn't  have  to  put  out  much  cash:  The  ' 
lease  income  would  go  directly  to  pay 
off  the  purchase. 

VVitli  a  stroke  of  the  pen,  Goldbeq 
thought  he  had  his  $100  million.  Hi 
auditor,  Ernst  &  Young,  hovvcve 
barred  him  from  booking  the  a.ssets  o: 
his  balance  sheet.  In  an  six;  filing,  th( 
accountants  say  the  traivsaction  lackc 
"sufficient  economic  sub.stance.' 
Wh)'?  Because  all  the  cash  from  lea 
payments  were  to  go  to  the  seller. 

Since  then,  Goldberg  has  replace 
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Our  most  important  arrival  gate  is  yours. 


A  passion  for  perfection! 


For  every  traveler,  there  is  one  all-important 
final  destination.  Home.  So  you'll  feel  better 
knowing  that  our  flight  crews  are  among  the 
world's  most  experienced.  And  that  our  planes, 
at  an  average  age  of  five  years,  are  some  of  the 
youngest  in  the  air  You  can  be  sure,  wherever 
your  business  takes  you,  getting  you  there  and 
back  safely  to  those  welcoming  arms  is  our 
greatest  passion  of  all. 

Lufthansa 


For  more  information  and  reservations  call  1-800-645-3880  or 
see  your  Travel  Agent.  Lufthansa  Is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 


ONEY  ME. 


Ernst  &  Young.  His  law  firm,  Chica- 
go's Ross  &  Hardies,  told  Forbes  it 
believes  Ernst  &  Young's  treatment 
of  the  transaction  was  wrong.  Gold- 
berg convinced  Laidlaw  Holdings,  a 
New  York  investment  firm,  to  place 
$2.2  million  of  RX  stock  with  its  cli- 
ents last  fall. 

Goldberg  insists  to  Forbes  that  he 
didn't  buy  the  leases  with  the  idea  of 
beating  the  federal  requirement: 
"We're  in  the  leasing  business  and  we 
always  intended  to  be  in  the  leasing 
business." 

Maybe  the  government  will  buy 
that  argument,  maybe  it  won't.  RX 
could  be  in  trouble  on  physician  own- 
ership as  well.  HCFA  says  that  labs 
cannot  be  reimbursed  if  referring  phy- 
sicians sell  their  stakes  in  labs  for  stock 
in  the  acquiring  company.  That  stock 
must  be  purchased  by  physicians  on 
terms  available  to  the  general  public. 
Goldberg  and  his  law^'^ers  say  they'll 
challenge  the  government  on  this. 

Goldberg  has  been  hedging  his  bets 
by  buying  a  series  of  independent  labs. 
But  there  could  be  problems  here,  too. 
In  late  1991  Goldberg  acquired  five 
Florida  labs  in  which  some  physicians 
still  have  indirect  interests.  The  hcfa 
bureaucrats  say  such  arrangements 
may  also  disqualify  the  labs  ft-om  Medi- 
care reimbursements. 

There's  a  lot  at  stake  here  for  rx.  If 
the  regulators  find  it  doesn't  qualify 
for  an  exemption,  a  large  chunk  of  its 
Medicare  reimbursements  to  labs 
bought  from  physicians — which  last 
year  totaled  about  $2  million — would 
stop  immediately.  That  would  cut 
into  the  company's  1992  earnings, 
expected  to  be  around  $1  million. 
Moreover,  a  new  bill  introduced  in 
Congress  this  year  seeks  to  bar  reim- 
bursement by  private  insurers  as  well 
as  Medicare  and  extends  the  ban  be- 
yond clinical  labs  to  physician-owned 
imaging  centers. 

Sure  that  he  is  well  over  the  $100 
million  level,  Goldberg  has  been  busi- 
ly shopping  for  imaging  clinics.  He 
bought  one  physician-owned  center 
last  summer  that  brings  in  $3  million 
in  annual  revenues.  Following  his  ear- 
lier pattern,  Goldberg  issued  RX  stock 
to  the  physician-owners. 

Give  Michael  Goldberg  credit  for  a 
clever  idea.  But  don't  forget  that  his 
enterprise  rests  on  somewhat  shaky 
foundations.  ^M 


How  do  you  make  76%  a  year? 
By  betting  on  speculative, 
expensive  stocks  in  a  market  that  gets 
more  and  more  speculative. 

A  man  for 
all  seasons? 


By  John  H.  Taylor 

When  Cedd  Moses  was  12,  his  grand- 
mother gave  him  100  shares  of  Marri- 
ott. This  is  how  he  remembers  the 
events  following.  He  heads  for  the 
local  librarv',  where  his  research  con- 
vinces him  that  stocks  are  largely  over- 
priced. This  is  in  the  fall  of  1972,  with 
the  Dow  at  1020  and  the  s&P  500 
trading  at  18.4  times  earnings.  Sure 
enough,  the  market  is  about  to  com- 
mence the  great  crash  of  1973-74. 
Litde  Cedd  sells  the  Marriott  and 
persuades  his  mother  to  open  a  mar- 
gin account  on  his  behalf,  in  order  to 
take  a  short  position  in  Mattel.  The 
Mattel  stock  collapses  not  long  there- 
aft:er.  Cedd  Moses  is  hooked  on  the 
stock  market. 

Fast  forward  to  1990.  By  this  time 
Moses  has  piled  up  enough  trading 
profits  to  put  himself  through  college, 
earn  a  mechanical  engineering  degree 
at  UCLA,  spend  several  years  as  a  stock- 
broker at  Los  Angeles-based  Baraban 
Securities,  and  strike  out  on  his  own  as 
a  money  manager  in  1989.  And  he 
hits  another  hot  streak. 

Through  his  Portfolio  Advisor}' 
Services  Inc.,  Moses  signs  up  for 
Money  Manager  Verified  Ratings,  a 
trading  contest  run  out  of  Beverly 
Hills  by  Norman  Zadeh.  Participants, 
mostly  professional  stock  pickers, 
specify  an  account  number  at  the 
beginning  of  the  year  of  at  least  $1 
million  and  then  send  Zadeh  broker- 
age statements  each  quarter.  Zadeh 
computes  quarterly  performance 
numbers  and  publishes  the  results. 
For  the  period  Jan.  1,  1990  to  Jan.  1, 
1993,  Moses  leads  the  pack  with  a 


76%  average  annual  return  for  hi 
"aggressive"  account  and  33%  on  hi| 
"conservative  growth"  accounts. 

How  did  he  do  it?  That's  easy  tj 
see:  Moses  buys  extremely  volatil| 
growth  stocks  with  high  price/earr 
ings  ratios  and  switches  out  at  the  fir^ 
sign  of  weakness  in  the  stock  or 
fijndamentals  of  the  company.  Thz 
particular  strategy  works  beautifiill] 
in  a  runaway  bull  market  of  the  sort  wf 
have  seen  in  the  past  two  years,  whc| 
new  issues  zoom  on  the  first  day 
trading  and  technology  stocks  tradinj 
at  an  outlandish  50  times  earnings  caij 
easily  go  to  100  times. 

Whether  Cedd  Moses  can  keep 
up  is  another  matter.  Volatile  up  il 
volatile  down,  and  Moses,  still  younJ 
at  32,  has  not  been  tested  in  a  sever! 
bear  market.  His  money  managemcnj 
firm  wasn't  around  during  the  crasl[ 
of  1987. 

Moses  isn't  afraid  to  pay  seemingll 
outlandish  prices  for  stocks  if  h 
thinks  the  price  can  become  evei 
more  outlandish.  Two  of  his  favoritc| 
are  Cisco  Systems  and  Wellfieet  C'o 
munications,  both  of  them  fast-growl 
ing  companies  involved  in  compute! 
netu'orking.  They  trade,  respectivcl\| 
at  48  and  72  times  earnings.  Not  [<' 
worry,  says  Moses:  Their  sales  ani 
earnings  are  doubling  every  year,  .in  J 
they  arc  technological  leaders  in  a[ 
industry  that  is  still  in  its  infancy. 

Other    Moses    holdings:     Dane 
Group,   a   maker  of  spinal   implaii| 
devices,  at  52  times  trailing  earninu,*! 
Sybase,  which  sells  database  softw  aiJ 
at  59  times  earnings,  and  America  [ 
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'     "You  Find  A  Winning  Game  Plan 
b  Increase  Copier  Productivity  And  Reduce 
Operating  Expenses,  You  Go  For  It." 


\ 
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Chuck  Daly 
Championship  Coach 

Business  is  like  sports. 

To  win,  you've  got  to  make  sure  your  team  is  performing  to  the  maximum. 
That's  why  Sharp  has  developed  a  Winning  Game  Plan  for  copiers. 

This  booklet  can  help  you  find  the  right  Sharp  Copier  that's  going  to  give  you 
a  big  jump  in  productivity  and  reduce  operating  expenses. 

Copiers  like  Sharp's  SD-3075  high-volume  duplicating  system-a  phenomenal 
player  that  gets  the  job  done  at  75  copies-per-minute.  It  has  every  advanced 
feature  as  standard.  It  collates,  staples,  handles  2-sided  copies,  report  covers, 
inserts  and  computer  fanfolds.  TnTtJ  r, 

In  fact,  this  powerful,  reliable  workhorse  does  it  all.  So  call      qj(|^e  piAH 
for  your  Winning  Game  Plan  today.  Or  fax  1-800-3-SHARP-3.  ;— 

We  guarantee  it:  with  performance  like  this,  there's  no  way         i 
you're  not  going  to  come  out  ahead.  -^ 

CALL  1-800-BE-SHARP  FOR  YOUR 
WINNING  GAME  PLAN  FOR  COPIERS. 
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SHARP 


SD-3075 
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FROM  SHARP  /WINDS 
COME  SHARP  PRODUCTS 
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THE  MONEY  MEN 


Money  manager 
Cedd  Moses 
Buy:  Cisco, 
Weimeet, 
Danek  and 
Sybase. 
Short:  Novell 
and  PictureTel. 


Barrick  Resources,  a  gold-mining 
company,  at  25  times  earnings. 

Moses  says  that,  remembering  his 
childhood  experience,  he  won't  be 
decimated  in  a  bear  market.  In  his 
$120  million  of  private  accounts  Mo- 
ses takes  an  occasional  short  position. 
Among  those  he  has  held  recently  are 
PictureTel  Corp.  and  Novell.  Picture- 
Tel is  a  videoconferencing  company 
that  has  been  unable  to  translate  in- 
creased sales  into  profits  because  new 
competitors  are  constantly  surfacing. 
Novell  sells  sofi^vare  for  networking 
personal  computers  (Forbes,  Mar. 
1).  Moses  figures  it  will  be  damaged 
by  Microsoft:'s  new  NT  soft^vare.  He 
also  notes  that  Novell's  quarterly 
earnings  growth  has  been  falling  and 
there  has  been  a  great  deal  of  recent 
insider  selling. 

Moses  is  a  firm  believer  in  having 
just  a  few  eggs  in  his  basket.  He 
typically  owns  only  1 0  or  12  stocks  at 
a  time,  chosen  with  help  from  a  com- 
puter screen  that  ranks  companies  by 
such  criteria  as  five-year  growth  rate  in 
earnings,  liquidity  in  the  stock  (the 
stock  must  have  enough  daily  volume 
so  Moses  can  liquidate  his  entire  posi- 


tion in  one  day  if  necessan,'),  percent- 
age of  stock  owned  by  management 
and  debt/equit\'  ratio.  He  does  the 
same  with  the  shorts,  searching  for 
companies  with  declining  earnings 
per  share,  excessive  stock  offerings 
and  too  much  insider  selling. 

When  one  of  his  hot  growth  stocks 
disappoints,  Moses  exits  in  a  hurr\'.  In 
mid- December,  shares  of  Ivax,  a  fast- 
growing  drug  company,  fell  more 
than  five  points  in  a  single  day  on 
heavy  trading.  Moses  sold  his  stake 
that  day  at  a  small  loss.  "We  subscribe 
to  the  cockroach  theor),"  he  says.  "If 
you  see  one  cockroach,  more  are  sure 
to  follow." 

What  would  the  young  Cedd  Mo- 
ses, so  precocious  in  figuring  that 
stocks  were  overheated  in  1972,  say 
about  today's  s&p,  now  trading  at  a 
much  steeper  25  times  earnings.'  For 
now,  Moses  is  cautious.  A  t\'pical 
aggressive  account  at  Moses'  firm  has 
$300,000  of  equit)'— with  $180,000 
of  long  positions  and  $90,000  of 
short  positions — and  $30,000  in 
American  Barrick,  the  goldmining 
company.  Moses  sees  American  Bar- 
rick as  a  hedge  against  the  market. 


believing  gold  prices  will  jump  if  thj 
market  goes  through  a  correction 
His  more  conser\'ative  customerl 
have  no  shorts  but  are  now  about  501) 
in  cash. 

The  key  to  investing  in  volati 
growth  stocks,  Moses  says,  is  timin 
Veering  far  from  such  commonsensi 
cal  notions  as  P/Ks  in  his  market  tim* 
ing,  he  has  concocted  an  elaborate 
model  that  incorporates  25  mostlj 
technical  indexes  into  timing  signal 
that  guide  the  degree  to  which  hi 
invests  and  the  ratio  of  short  to  lonj 
investments.  The  indexes  range  frore 
weekly  advance/decline  ratios  to  90 
day  Treasurx'  bill  rates,  to  volume  o 
off-fioor  trading  by  New  York  Stocl 
Fxchange  members. 

Moses'  ser\'ices  don't  come  cheap; 
He  charges  clients  0.5%  to  2.75% 
assets  per  year,  and,  of  course,  all 
runs  up  commission  charges  that 
to  stockbrokers  to  the  extent  tb 
refer  business  to  him.  Is  Moses  wo 
it?  Sorry,  it's  too  soon  to  tell.  Wc 
have  to  check  up  on  him  after  the  nc; 
crash  before  pronouncing  him  ano 
er  Peter  Lynch.  But  for  now  the 
suits  speak  for  themselves. 
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ECONOMY 


OVER  $4  BILLION 

IN  U.S.  MADE  PARTS 

PER  YEAR 


AT  TOYOTA  we  believe  in  the  importance  of  investing  in  the  economies  where  we  do  business. 
That's  why  we've  invested  over  $5  billion  in  our  operations  here  in  America.  That's  why  since  1988 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion  per  year.  And  that's 
why  almost  half  the  Toyota  passenger  cars  sold  in  America  are  manufactured  right  here  in 
Kentucky  and  California.    INVESTING  IN   THE   THINGS   WE  ALL    CARE  ABOUT.    TOYOTA 

For  information    on    Toyota   in   America   write   Toyota   Motor  Corporate  Services,    9   West   57th   Street,    Suite   4900,    New    York,    NY   10019. 


AI^l  IS  TOE  BEST  IN  TOE  BUSINESS. 


Ann( 


ouncing  The  AIKT 
Best  hiThe  Business  Guarantee. 

We  are  committed  to  being  the  best  in  the  business.  Which  means  we  are 
committed  to  offering  your  small  business  the  fastest,  most  reliable  long  distance 
and  800  services  ever  devised.  So  that  you  can  be  the  best  in  your  business. 

So  strong  is  our  commitment  to  your  satisfaction,  we  guarantee  it. 

We  submit  that  no  other  company  satisfies  your  needs  or  stands  behind  their 
performance  the  way  we  do. 

AT&T  has  the  most  reliable  network,  with  exclusive  FASTAR^""  technology  to 
insure  the  fewest  service  interruptions.  (Our  nearest  competitors  network  is  twice 
as  likely  to  have  a  service  disruption  as  AT&T)  We  guarantee  your  satisfaction  with 
our  reliability 

AT&T  has  the  fastest  connections.  (Our  call  set-up  time  is  up  to  50%  faster  than 
other  networks.)  We  guarantee  your  satisfaction  with  the  speed  of  our  connections. 

AT&T  has  the  most  completed  calls.  (Our  competitors  block  anywhere  from 
33%  to  178%  more  calls.)  We  guarantee  your  satisfaction  with  our  rate  of  call 
completion. 

AT&T  has  unsurpassed  sound  quality  (No  other  network  gives  you  clearer 
sound.)  We  guarantee  your  satisfaction  with  the  quality  of  our  sound. 

AT&T  offers  superior  fax  transmission.  (More  faxes  transmit  on  the  first  try  with 
AT&T  than  any  other  network)  We  guarantee  your  satisfaction  with  our  first-try  fax 
transmissions. 

AT&T  provides  accurate  billing.  (Some  lesser-known  long  distance  companies 
have  been  known  to  bill  customers  for  uncompleted  calls.)  We  guarantee  your 
satisfaction  with  the  accuracy  of  our  billing. 

Should  you  ever  be  unsatisfied  with  our  performance  in  any  of  these  areas, 
just  call  us  for  credit.  That's  our  Best  In  The  Business  Guarantee. 

AT&T  also  provides  the  most  reliable  800  Service.  (No  other  long  distance 
company  matches  the  new  5  minute  AT&T  800  Assurance  Policy)  Should  you  ever 
be  out  df  touch  with  your  customers  longer  than  5  minutes,  we  will  credit  you 
for  one  month's  service  charge  for  the  disrupted  service.* 

To  be  the  best  in  the  business  is  to  take  responsibility;  to  guarantee  you  a 
level  of  satisfaction  second  to  none.  To  put  the  best  in  the  business  to  work  for  your 
business,  call  1 800  222-0400  for  more  details.  /KLSTTHE  BEST  IN  THE  BUSINESS 


©  1993  AT&T.  Statistics  are  based  on  3Q  1992  AT&T  Bell  Labs  nationwide  test  results 
and  hourly  probability  versus  MCI  Bell  Labs  study  2/92  -  1C  '92.  Credit  on  per  call  basis 
on  specific  long  distance  services.  Ottier  conditions  apply  'fending  tariff  effectiveness. 
Except  Intrastate  Basic  800  Service.  Other  conditions  apply 


AKT 


■  Ill:l>{ili'ilji] 


EDITED  BY  FLEMING  MEEKS 


K-tel  International  has  had  its  ups  and  downs. 
It's  now  on  another  roll,  thanks  to  the  Europeans' 
love  of  American  gadgets. 

Veg-O-Matic 

does  Europe 


By  Christopher  Palmeri 

"People  love  a  gim- 
mick," says  Philip  Kives, 
the  63 -year-old  founder 
and  chairman  of  K-tel 
International.  "It  was 
that  way  20  years  ago; 
it'll  be  that  way  20  years 
from  now." 

Kives  should  know. 
He's  spent  the  last  31 
years  hawking  gimmicks 
on  TV.  His  merchandis- 
ing technique:  Find  con- 
sumer products  with 
mass  appeal  potential, 
and  pitch  them  in  six- 
week  "saturation  cam- 
paigns" on  local  televi- 
sion stations.  Some  K-tel 
favorites:  Fishin'  Magi- 
cian, a  combination 
tackle  box  and  scale; 
Miracle  Brush,  a  swivel- 
headed  lint  remover;  and  the  Salad 
Queen,  a  vegetable  slicer. 

A  farmboy  from  Saskatchewan, 
Kives  got  his  start  hawking  knife  sets 
on  the  boardwalk  in  Atlantic  City  in 
the  late  1950s.  He  started  K-tel  in 
1962,  selling  Teflon-coated  frying 
pans  on  television.  He  quickly  ex- 
panded into  other  household  gadgets 
as  well  as  into  the  music  business.  In 
1970  he  packaged  a  record,  25  Polka 
Classics,  and  marketed  it  on  TV.  The 
disc  sold  over  a  million  copies.  Anoth- 
er K-tel  album,  Hooked  on  Classics, 
disco  versions  of  over  100  classical 
music  themes,  sold  nearly  10  million 
copies  in  the  late  Seventies  and  early 
Eighties. 

Kives  took  K-tel  public  in  1971. 
Ten  years  later  the  company  earned 
over  $5  million  on  revenues  of  $178 


K-tel's  Philip  Kives  and  Mickey  Elfenbein 
Disco  died,  but  K-tel  lives  on. 


million.  The  stock  hit  ISVe,  and  Kivi 
48%  stake  in  the  firm  was  worth  $] 
million. 

But  Kives  let  the  money  go  to 
head.  He  built  a  plush  Minneapo 
headquarters,  complete  with  saun 
and  an  indoor  racquetball  court,  i 
began  investing  K-tel's  money  in 
and  gas  wells  and  real  estate  develo 
ments  in  petroleum-dependent  citi 
like  Dallas,  Houston,  Denver  and  E 
monton.  "It  was  the  thing  to  do 
those  days,"  says  Kives. 

In  the  early  1980s  the  oil  and  g 
and  real  estate  investments  collapse 
costing  K-tel  some  $30  million.  Di& 
died,  too,  taking  with  i 
huge  chunk  of  K-te 
record  sales.  Worse,  re 
ord  companies  had  go 
ten  hip  to  K-tel's  ma 
keting  game  and  beg* 
competing  with  Kives 
producing  greatest-hi 
packages  of  their  ow 
By  1984  the  compai 
was  in  bankruptcy  coui 
Creditors  got  as  litt 
as  10  cents  on  the  doll 
for  their  claims,  inclua 
ing  stock  in  a  new,  slin 
mer  K-tel.  Kives  himse 
put  in  $3.7  million  i 
cash  to  keep  it  afloat  an 
remain  its  controUin 
stockholder. 

Over  the   next   hal 
dozen  years,  K-tel  s 
vived  by  cranking  o 
low-priced   record   col 
lections  like  Rap:  Straight  Outta  ti 
Ghetto  and  Country  Music  Classi 
This  time,  rather  than  spend  mon( 
on  expensive   television   advertisir 
time,  Kives  promoted  his  albums  wii 
point-of-purchase  displays  at  record 
and  discount  store  chains. 

Four  years  ago  Kives  revived  hi 
gadget  business,  bringing  back  th>  j 
venerable  Veg-O-Matic  slicer  an<; 
dicer,  a  device  orginally  marketed  b 
archrival  Ron  Popeil's  Ronco  Inc.  Bu 
if  you  haven't  seen  K-tel's  30-secon< 
Veg-O-Matic  commercials  late 
there's  a  reason.  Kives  has  largely 
abandoned  U.S.  television  in  favor  c 
greener  pastures  in  FAirope.  , 

That's  right.  Such  quintesscntiallv 
American  products  as  Power  Driver,  | 
high-powered  screwdriver,  Lustre 
car  wax  and  Thigh  Toner  have,  undcj 


ROBE 


^ 


Hi  Neil 
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FINE       ART 


54  Mission  Street 
San  Francisco,  California  94103 


li  Neil.  I  called  you  last  week  and  they  said  you  were  in  Princeton.  Does  your  daughter  go  to  school  there?" 


Merrill  Lynch 


"No,  she  doesn't.  I  do." 


101  California  Street 

San  Francisco,  California  941 1 1 

l-80(W37-7455 


While  our  newly  hired 

Financial  Consultants  undergo  a  two-year 

training  program,  including  classes 

at  our  training  center  in  Princeton,  NJ, 

our  senior  people  benefit  too.  Every 

single  Merrill  Lynch  Financial  Consultant 

receives  ongoing  training.  It  never  ends. 

Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 


UP  &  COMERS 


Kives'  shrewd  handling,  become  hits 
among  French,  Spanish  and  German 
consumers.  How?  Two  reasons:  For 
one,  there  are  still  only  a  few  local 
television  stations  in  each  country,  so 
K-tel's  advertising  reaches  broader 
audiences.  And,  whereas  in  the  U.S. 
K-tel  advertised  its  products  on  TV 
and  sold  them  through  Woolworth, 
Walgreen's  and  other  discount  stores, 
in  Europe  it  sells  most  of  its  wares 
directly  by  taking  orders  over  the 
telephone.  That  way  it  captures  the 
full  retail  markup. 

These  days  the  little  company  is 
solidly  back  in  the  black.  In  fiscal 
1992  (ended  last  June  30)  K-tel 
earned  $1.9  million,  or  50  cents  a 
share,  on  sales  of  $48  million.  Over 
two-thirds  of  its  sales  were  made  in 
Europe. 

K-tel's  financial  trouble  forced 
Kives  to  sell  the  posh  headquarters 
building;  he  now  operates  from  non- 
descript offices  in  a  Minneapolis  in- 
dustrial park.  Other  costs,  too,  have 
been  slashed  to  the  bone.  Kives' 
nephew  and  2 3 -year  K-tel  veteran, 
Mickey  Elfenbein,  makes  this  clear 
when  he  shows  a  visitor  some  of  the 
company's  latest  television  ads,  which 
are  now  translated  into  half  a  dozen 
languages. 

"That's  Phil's  hand,"  says  Elfen- 
bein, as  a  pair  of  K-tel's  industrial- 
strength  Power  Cutter  scissors  goes 
to  work  on  some  carpeting,  a  piece  of 
steel  cable  and  a  chicken  wing. 
"That's  his  backyard,"  Elfenbein 
points  out,  as  a  comely  brunette  goes 
about  her  workout  with  a  K-tel  Thigh 
Toner. 

With  K-tel's  stock  recently  selling 
for  4^4  a  share,  Kives'  stake  in  the 
company  is  worth  $10  million. 
Though  Kives  now  spends  most  of  his 
time  at  home  in  Winnipeg,  Forbes 
reached  him  recently  at  K-tel's  office 
in  Madrid.  Kives  gushed  about  a  long- 
term  advertising  deal  he  had  just 
signed  with  Channel  3,  one  of  Spain's 
largest  television  stations. 

"I've  learned  to  focus  on  what  I  do 
best — finding  products,  writing 
scripts,  talking  to  TV  people,"  Kives 
bubbled.  "We're  going  to  make  a  lot 
of  money  here." 

If  Phil  Kives  can  sell  Veg-O-Matics 
to  the  French,  what  American  prod- 
ucts can't  be  marketed  successfLiily 
overseas?  Hi 


Demonstrating  underwater  survival  gear  nearly  killed 
Brian  Zientek,  but  that  turned  out  to  be  pretty  tame 
compared  with  designing  swimsuits  for  young  women. 

Tfanll  seeker 


By  Elizabeth  Comte 

Ten  years  ago  Brian  Zientek  nearly 
died  on  the  job.  The  executive  vice 
president  of  Fitzwright  Co.,  Ltd.,  a 
small  Vancouver,  B.C. -based  maker 
of  underwater  survival  gear,  Zientek 
was  also  a  skilled  diver  who  regularly 
demonstrated  his  company's  prod- 
ucts. In  the  course  of  a  demonstration 
in  frigid  waters  off  the  coast  of  south- 
ern Chile  in  April  1983,  Zientek  near- 
ly drowned  when  giant  swells  dragged 
him  away  from  the  boat.  He  survived 
only  because  crewmen  were  able  to 
pull  him  in  with  a  safety  line. 


"Did  1  think  I  was  going  to  die?! 
says  Zientek,  now  41.  "Yes,  1  did."[ 

Though  Zientek  insists  he  wasr 
put  off  by  the  hazardous  duty, 
started  looking  for  a  new  line  of  woi 
a  year  later  when  Fitzwright  was  soI(| 
With  $100,000,  pocketed  from 
sale  of  his  5%  stake,  he  went  searchir 
for  a  company  to  buy.  Among  the 
he  considered:  a  maker  of  life 
wetsuit    company,    a    producer 
mountain  climbing  gear  and  a  comp^ 
ny  that  made  clothing  for  surfers. 

Finally,  after  two  years,  Zientel 


Beach  Patrol's  Brian  Zientek 
"This  is  adventurous  enough." 
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THIS  COMPANY  CAN 

OVERHAULJET  AIRCRAFr.  BUT  IT  COULDNT 

GET  A  RETIREMENT  PLAN  lO  ELY. 

The  employees  at  Bizjet  International,  one  of  theTlilsa-based  Hardesty  Companies,  had  a  profit-sharing  retirement 
plan.  But  employee  enthusiasm  for  the  plan  was  low. 

"We  were  convinced  our  employees  would  be  interested  in  the  benefits  of  a  401(k),  but  we  didn't  have  the 
time  or  the  means  to  administer  one.  Wausau's  401(k)  answered  our  concerns"  says  Roger  Hardesty,  Founder 
and  President  of  The  Hardesty  Companies,  including  Bizjet,  a  jet  aircraft  remanufacturer. 
The  plan  was  so  well  received,  in  fact,  that  Mr.  Hardesty  switched  all  his  com- 
panies to  the  401(k)  plan.  It  was  up  to  Wausau  to  explain  the  benefits  and  help 
enroll  the  employees. 
'Wausau  had  to  understand  the  diverse  audience  they  were  speaking  to  and  the  individual  needs 

ach  employee.  I  didn't  go  out  and  try  to  sell  our  employees  on  the  benefits;  Wausau  did  that.  As  a  result,  employee  acceptance 
the  401(k)  program  company-wide  is  tremendous!' 

rhe  Hardesty  Companies  wanted  a  retirement  plan  their  employees  would  be 
thused  about.  With  a  Wausau  administered  401(k),  it  took  off. 


isau  handles  the  adminis- 
on  and  paperwork,  helps 
I  employee  enrollment, 
reports  to  employees  on 
ormance  of  The  Hardesty 
npanies'  401(k). 


INSURANCE 


lusau  Insurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Telephone  (715)  845-5211  A  Member  of  the  Nationwide®  Group 
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found  a  company  that  was  affordable 
and  looked  as  if  it  could  be  turned 
around:  Los  Angeles-based  Dafiy  of 
California,  Inc.,  an  ailing  maker  of 
women's  swimsuits.  Its  manufactur- 
ing costs  and  pricing  were  so  far  out  of 
whack  that  it  lost  $1.5  million  on  sales 
of  $6.5  million  in  1986,  the  year 
before  Zientek  found  it. 

But  Zientek  saw  a  hidden  asset. 
Daffy  enjoyed  tight  relationships  with 
buyers  at  big  retailers  like  R.H.  Macy 
&  Co.  and  Bloomingdale's.  Zientek, 
who  earned  an  associate  degree  in 


Zientek  also  convinced  three  Daffy 
employees — the  designer,  the  prod- 
uct manager  and  the  sales  manager — 
to  stay  and  buy  14%  of  Beach  Patrol 
for  $70,000.  For  his  25%  stake,  Zien- 
tek cashed  in  his  ira,  worth  $17,000 
after  taxes;  borrowed  $18,000  from 
his  father;  sold  his  wife's  Toyota  for 
$4,000;  and  took  a  $7,000  cash' ad- 
vance on  his  American  Express  plati- 
num card.  Western  Glove  also  guar- 
anteed a  $79,000  bank  loan. 

In  his  first  season  out,  Zientek 
raised  prices  on  the  company's  swim- 


Fine-tuning  a  bikini;  Beach  Patrol  suits 

"If  a  suit  squashes  your  breasts,  that's  death  in  the  swimsuit  business.' 


production  and  finance  from  New 
York  City's  Fashion  Institute  of  Tech- 
nology, decided  that  if  he  could 
straighten  out  the  production  prob- 
lems and  build  some  volume,  the 
operating  leverage  in  the  company 
would  make  him  rich. 

Here's  how  Zientek  bought  Daffy, 
which  he  quickly  renamed  Beach  Pa- 
trol Inc.:  He  gave  the  seller  $90,000 
in  cash  and  a  note  promising  100%  of 
Beach  Patrol's  net  profit  in  the  fifth 
year  after  the  acquisition. 

There  was  a  snag.  Zientek  was  out 
of  money.  To  swing  the  deal,  he 
turned  to  an  old  friend  from  the  rag 
trade,  Ronald  Stern,  chairman  of 
Western  Glove  Works  Ltd.,  one  of  the 
largest  blue  jean  makers  in  Canada. 
Stern's  company  put  up  $305,000 
cash  for  61%  of  Beach  Patrol's  equity. 
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suits,  a  wholesome -looking  line  tar- 
geted at  teenage  girls.  Customers 
didn't  bat  an  eye  at  the  higher  prices, 
and  in  its  first  year  with  Zientek  at  the 
helm.  Beach  Patrol  broke  into  the 
black  on  sales  of  $8.5  million.  ¥.n- 
couraged,  he  set  out  to  expand. 

That's  when  Zientek  found  himself 
back  in  treacherous  waters.  In  the 
spring  of  1 988  he  added  a  sophisticat- 
ed line  for  30-to-40-year-olds.  Zien- 
tek would  make  up  several  difi^erent 
samples,  then  let  the  retailers'  buyers 
decide  which  styles  they  wanted.  This 
helped  Zientek  stretch  his  working 
capital  dollars  ftirther. 

But  buyers  aren't  omniscient. 
Many  of  the  suits  they  chose  failed  to 
sell.  On  top  of  that,  Beach  Patrol's 
new  line  didn't  fit  well.  Zientek  had  to 
act  quickly  or  else  find  himself  drown- 


ing again — this  time  in  red  ink. 

Necessity  provoked  a  ver\'  bri 
idea.  Rather  than  letting  the  st 
buyers  determine  which  st)des  he 
duced,  he   began   setting  up  foo 
groups    with    his    customers — hi 
school  and  college  girls  in  places  1 
Los  Angeles,  Florida  and  Hawaii. 

In  exchange  for  T  shirts  and  a  fd 
sodas,  the  young  women  fill  out  qu 
tionnaires  about  their  favorite  styli 
and  colors.  Beach  Patrol's  designei 
then  focus  production  on  the  m 
desirable  new  styles.  Zientek  sh 
the  market  research  with  the  ston 
buyers,  who  often  find  it  persuasive 

But  that  still  left  concerns  about 
"If  a  suit  squashes  your  breasts 
rides  up  on  your  butt,"  Zientek  ai 
knowledges,  "that's  death  in 
swimsuit  business."  To  overcome  t 
obstacle,  Zientek  told  his  designers 
fine-tune  the  fit  of  the  suits  on  li 
models  after  the  suits  were  made 

One  more  hurdle:  the  high  produd 
tion  costs  and  erratic  qualit)'  that  ha 
bedeviled  the  previous  owner.  Hei 
Zientek  made  three  key  change 
First,  he  reduced  the  number  of  se 
ing  contractors  to  4  from  II;  t 
allowed  him  to  place  Beach  Patrol 
own  quality'  control  person  in  eac| 
shop.  Second,  Zientek  reduced  tb 
number  of  fabric  suppliers  to  8  fron 
16  in  order  to  standardize  the  swim, 
suits'  materials.  Finally,  he  moved 
the  entire  production  and  shipmc 
calendar  by  60  days,  to  get  the  suits-^ 
Beach  Patrol  now  produces  five  lin^ 
targeting  young  teens  through  worn' 
en  in  their  50s — to  the  stores  and  int 
the  hands  of  the  consumer  earlier. 

All  these  moves  bore  fruit  in  fisc; 
1992  (ended  June  30),  when  Bcac 
Patrol  grossed  $29.6  million  and  net 
ted  nearly  $700,000.  What  about  thi 
outstanding  note  to  the  company 
previous  owner?  Last  year  Zicnte 
settled  the  note  ahead  of  scheduN 
paying  the  seller  $615,000  in  cash. 

Zientek  says  he  doesn't  miss  tH 
excitement  of  his  days  demonstratim 
marine  sur\'ival  gear.  He  gets  a  diffc 
ent  kind  of  kick  racing  his  1972  filx- 
glass  Volkswagen  in  the  desert  of  Ba 
California  in  his  spare  time.  But  h 
biggest  thrills  come  from  trying 
guess  how  young  women  want 
drape  their  bodies.  "This,"  he  says 
his  swimsuit  business,  "is  advent 
ous  enough." 

Forbes  ■  March  15,  1' 
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Alaska 
Missouri 
Tenj 


Not  Far  From  Alaska. 

Now  there  s  a  state  thatdoesn  t 
have  many  people  or  much  crime. 

Yet  our  crime  rate  is  even  lower 


Right  BetweenTennessee 
Apg  Louisiana. 

In  1990.  we  had  a  civihan  labor 

force  of  1892.000.  one  of  iie 

highest  in  the  region. 


WR?le  exactly  is 


Its  the  same  place  it  was  when  you  studied  geography. 
But  in  economics,  humanities,  history,  and  science,  it  s 
probably  a  long  way  h"om  where  you  think.  In  fact,  during 
the  past  few  years  Alabama  has  risen  in  several  business 
and  lifestyle  rankings,  surpassing  states  that  are  larger 
and  more  populated.  The  surge  in  popularity  is  taking 
place  for  a  cotribination  of  reasons.  First  of  all,  Alabama  s 

always  been  known  for  its  natural  beauty.  But  now 
these  resources  have  been  combined  with  a  modern,  pro- 
business  environment,  creating  a  total  package  that  s  greater 

than  the  sum  of  some  very  strong  parts.  As  a  result,  our 

research  parks,  health  care  industry,  skilled  labor  force,  and 

joint  programs  between  education  and  business  are  drawing 

attention  and  praise  both  nationally  and  internationally. 

Arid  that  s  really  putting  Alabama  on  the  map. 


ALABAMA' 
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WavR>st 
North  Carolina, 
We  have  a  higher 
percentage  of 
high  school 
graduates  than  a 
state  that s  known 
for  its  education. 


A  Little  Above  Rhode  Island. 

Alabama  has  more  Fortune  500 

headquarters  than  states  you 

would  expect  to  find  ahead  of 

us  in  this  category. 
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for  more  inlormalion.  contact  ibe  Economic  Development  Partnership  of  Alabama.  2  North  Jackson  Street.  Montgomery.  Alabama  56104.  Phone  205-225-5700. 


There  are  ordinary  personal  computer  users,  there  are  serious  users 
and  then  there  are  users  who  go  off  the  deep  end. 
Are  you  a  computer  widow  or  widower? 

SuperdupeHtis 


( 


By  David  C.  Churbuck 

Tripp  Lillhy,  a  sophomore  at  Virgin- 
ia Tech,  doesn't  just  have  an  Aber- 
deen 486  computer  in  his  ofF-campus 
apartment,  he  has  a  computer  net- 
work. The  network  connects  Lilley's 
machine  with  a  Mylex  486  belonging 
to  his  roommate  and  with  a  used 
TRS-80  Model  100  he  has  installed  in 
the  kitchen  "for  reading  E-mail  and 
newsfeeds  over  orange  juice  in  the 
morning." 

The  system  is  not  quite  powerful 
enough,  Lilley  has  decided.  He  says 
he  needs  another  112  megabytes  of 
chip  memory  and  an  upgrade  to  a 
hard  disk  with  space  for  a  gigabyte  of 
files.  Lilley  is  also  saving  money  from  a 
part-time  job  in  order  to  buy  a  $300 
bar-code  reader,  so  he  can  scan  food 
packages  as  he  puts  them  in  the  freez- 
er. Then  he  can  dial  his  apartment 
computer  from  the  campus  computer 
center  before  deciding  whether  to  hit 
the  nearby  Pizza  Hut  or  walk  home 
for  lunch. 

Lilley  rationalizes  all  this  equip- 
ment as  being  a  useflil  background  for 
an  engineering  major  who  will  proba- 


bly use  computers  in  his  career.  May- 
be so,  but  what  we  see  here  looks  an 
awful  lot  like  an  incipient  case  of  Geek 
Syndrome.  Victims  of  this  affliction 
start  out  with  a  basic  computer  pur- 
chase, then  feel  they  have  to  trade  up 
to  something  faster,  and  then  have  to 
buy  again  and  again  each  time  a  new 
generation  of  microprocessor  or  hard 
disk  comes  out. 

James  Gordon  Upton,  69,  a  former 
Manhattan  advertising  and  marketing 
executive  now  retired  to  a  farm  in 
Bedford,  N.H.,  bought  his  first  com- 
puter four  years  ago.  Today  he  has  a 
custom-built  486SX  computer  that 
clocks  at  25  megahertz  and  has  a 
Zoom  Telephonies  inter\'al  modem 
running  at  9,600  bits  per  second.  Up- 
ton spends  up  to  two  hours  a  day  in 
fi-ont  of  the  box.  His  passion  is  playing 
Links  386  Pro  computer  golf  against 
prerecorded  players  contained  in  the 
softA\'are.  You  don't  need  a  lot  of  iron 
to  run  that  software,  but  just  in  case, 
Upton  has  two  printers,  a  scanner  (a 
Logitech,  costing  around  $200)  and, 
for  playing  digitized  sound,  a  $180 


Sound  Blaster  sound  board. 

Still  not  enough.   Upton  is  n< 
thinking  of  moN'ing  into  multimed  E 
which  would,  of  course,  mean  buyii 
at  least  one  compact  disk  reader 
$400  and  adding  on  a  24-bit  col 
video  capture  board  ($600)  so  he  els 
edit  his  home  videos  and  capture  si 
images  from  the  tube.  ujjsi 

"These  are  ver)'  seductive  too  y^jj^r 
like  sports  cars,"  says  Russell  Walt  ,^o^ 
45,  author  of  The  Secret  Guide  jj^pf 
Computers Sind  a  computer  consults  yp^^y 
in  Somerville,  Mass.,  who  has  w  '^^^^ 
nessed  PC  addictions  firsthand.  "M<  ^^^q 
people  can  get  what  they  need  fron  \i^^(^ 
computer  for  $1,000.  But  if  y ,  • 
spend  just  a  little  bit  more  you  get  ,|,, 
much  more  power,  and  a  little  mc  ^^^^ 
leads  to  a  little  more  power.  ..."    ].■ 

Walter  has  45  computers  in 
home,  most  of  them  stacked  in  n^^ 
foot-high  piles  on  the  living  roc  fptj),. 


on^ 


floor.  But  the  bedroom,  he  says, 
where  he  puts  his  "emotional"  equi  ^  ^(^i 
ment,  by  which  he  means  hardwj 
that  makes  sounds.  That's  where  1 
five  music  synthesizers  are,  includi 
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^••l  Roland  Jupiter- 6,  which  he  plans 
look  up  to  a  Synergy  386  comput- 
md  a  sound  card. 

^*  Valter  explains  the  addiction:  "It's 
:  drugs.  To  support  your  habit  you 
il  to  others,  and  get  into  the  indus- 
yourself.  You  write  programs  and 
e  them  away,  a  pusher  encouraging 

'  lers  to  become  users." 
That's  how  retired  adman  Upton 
t  hooked.  His  supplier  is  a  self- 
ployed  cabinetmaker  who  devel- 
ed  an  expensive  taste  for  electronics 
d  set  up  shop  as  a  computer  consul- 
it  in  order  to  pay  for  it. 
Penn  Jillette,  38,  the  loquacious 
if  of  the  demented  comic  magic  act 
nn  &  Teller,  has  been  a  PC  fanatic 
ce  1985,  when  he  talked  a  young 
cker  into  showing  him  the  ropes  in 
:hange  for  free  tickets  and  lunch. 
3w  the  compulsive  carrier  of  a 
6SX  Toshiba  T4400C  notebook 
th  color  screen  and  20  megabytes  of 
M  and  120-meg  hard  drive 
7,000),  Jillette  says  he  gets  the 
ne  charge  from  computers  that  his 
list  friends  get  from  their  paints. 
The  glow  of  the  screen  makes  me 
ppy,"  says  Jillette,  who  advocates 
inting  hot-rod  flames  on  the  side  of 
t  computers. 
Do  you  have  a  problem  with  home 
'^puters.'  Are  they  taking  over  your 
You  know  you  are  in  trouble  if 
buy  a  $200  sound  board  just  so 
)u  can  get  your  computer  to  say  the 
Tie  rather  than  display  it,  or  if  you 
ly  a  $600  video  board  so  you  can 
atch  television  on  your  monitor. 
Another  danger  sign  is  practicing 
..t  the  geeks  call  homebrewing — 


manufacturing  your  own  personal 
computers  for  the  thrill  of  it.  Paul 
Matthews,  37,  a  Boston-area  com- 
puter consultant,  is  a  brewer.  He 
combed  flea  markets  and  computer 
magazine  ads  for  the  parts  to  build  a 
custom  486  PC  on  his  kitchen  table. 
But  Matthews'  obsession  is  virtual 


board  that  bills  for  ever)'  minute  of 
connect  time.  "On-line  serx'ices  can 
be  a  serious  problem  to  some  people. 
They  should  be  controlled  sub- 
stances," says  Thomas  Mandel,  a  fu- 
turist at  SRI  International  in  Menlo 
Park,  Calif  and  a  recovered  on-liner. 

Kamal  Singh,  28,  a  systems  analyst 
at  Lehman  Brothers  in  New  York 
City,  has  three  computers  in  his  apart- 
ment, including  a  Sun  Sparcstation 
workstation  running  Unix  ($11,000 
with  32  megabytes  of  memory  and  a 
400-meg  hard  drive).  Between  them 
and  his  workstation  at  work,  he 
spends  16  hours  a  day,  six  days  a  week 
in  front  of  a  screen.  "My  wife  says  it  is 
my  first  wife,"  he  says.  She  might  have 
left  him  by  now,  he  jokes,  except  that 
he  was  once  able  to  pull  up  a  key 
research  paper  on  podiatry  for  her 
from  Medline,  the  on-line  database 
available  from  Dialog  Information 
Services  (60  cents  per  minute). 

How  bad  can  it  get.>  A  1987  medi- 
cal journal  article  relates  the  case  of  an 
18-year-old  Dane  who  spent  12  to  16 


reality.  The  ultimate  in  computer  in- 
terfaces, these  three-dimensional  im- 
mersion systems  cost  lots  of  money 
when  bought  off-the-shelf  So  Mat- 
thews is  making  do.  He  is  rewiring 
and  programming  a  Mattel  Power 
Glove,  a  kids'  videogame  accessory, 
to  substitute  for  an  $8,800  vpl  Re- 
search Dataglove,  the  Spandex  and 
fiber-optic  glove  used  in  commercial 
virtual  reality  systems. 

On-line  benders  are  something  to 
watch  for,  especially  if  you  are  using  a 
service  like   CompuServe's  message 
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hours  a  day  at  the  keyboard.  Doctors 
at  Copenhagen's  Nordvarg  Hospital 
said  the  young  man  took  on  the  per- 
sona of  his  computer,  saying  things 
like:  "Line  10,  Go  to  the  bathroom; 
Line  11,  Next." 

If  you  get  to  this  state,  get  help.  Get 
an  Internet  account,  preferably  with  a 
high-speed  modem  connection,  and 
tap  into  the  Usenet  system.  A  Usenet 
newsgroup  addressable  as  alt. ire. reco- 
very is  a  digital  encounter  session  for 
people  addicted  to  real-time  comput- 
er conferencing.  ^M 
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HOW  10  MAKE  GREAT  COPIES  FROM 
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With  the  new  Panasonic*  FP-2680  copier,  you  don't  waste  time  trying  to  get  legible  copies 
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fast  first-copy  time  of  5.5  seconds.  And,  through 
modular  design,  it's  easily  upgradeable  to  automatic 
document  feed  and  duplexing  capability. 

The  Panasonic  FP-2680  copier.  Another 
demonstration  of  our  approach  to  office  automation: 
creating  products  that  do  a  little  more,  and  cost  a 
little  less. 

More  information?  For  printers,  monitors  and 
peripherals,  call  1-800-742-8086;  for  facsimiles, 
copiers  and  typewriters,  1-800-843-0080,  ext.4016. 
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COMPUTERS/COMMUNICATIONS 


Do-it-yoiurself 
television 


COMMENTARY  RY  JOSEPH  R.  GARRER 


Joseph  R.  Garber  is  a  management 
consultant  with  A.T.  Kearney  Inc.  in 
Redwood  City,  Calif. 


In  1986  Kathryn  Schifferle  was  a  35- 
year-old  commercial  artist  whose 
peripatetic  career  had  ranged  from 
preparing  design  and  layouts  for  re- 
gional magazines  to  doing  graphics 
for  the  American  Embassy  in  Zaire. 
Then  she  got  her  hands  on  a  personal 
computer.  Now  she's  chief  executive 
and,  together  with  her  husband, 
John,  principal  shareholder  of  Multi- 
Image  Systems,  a  privately  held  com- 
pany that  builds  and  sells  a  digital 
impresario-in-a-box  called  Mediastar. 

Here's  how  she  got  hooked — and 
successfiil.  Six  years  ago  the  operator 
of  SchifFerle's  hometown  (Chico, 
Calif )  cable  system  invited  her  to  visit 
his  back  office.  He  had  an  advertising 
problem,  and  he  thought  her  maga- 
zine experience  might  be  helpful. 

While  most  American  cable  systems 
are  owned  by  industry  goliaths  like 
Tele-Communications  Inc.,  Conti- 
nental Cablevision  and  Time  Warner, 
at  the  community  level  cable  typically 
is  a  pocket-size  business.  Indeed,  the 
average  local  cable  operation  has  only 
about  5,000  subscribers. 

Such  minuscule  audiences  do  not 
appeal  to  the  Procter  &  Gambles  of 
the  world.  Thus  many  smaller  cable 
net\vorks  have  banded  together  into 
so-called  regional  interconnects.  But 
on  average  these  comprise  a  scant 
250,000  viewers,  still  too  few  to  at- 
tract the  biggest  advertisers. 


Which  means  that  even  the  regional 
interconnects  have  to  depend  upon 
local  businesses  for  ad  revenues.  This 
creates  yet  another  problem:  Assem- 
bling a  production  crew,  finding 
shooting  locales  and  executing  all  the 
other  tasks  required  to  turn  out  a 
decent  television  commercial  are  too 
expensive  for  the  average  appliance 
merchant.  This  forces  the  smaller  ca- 
ble systems  to  depend  on  such  dreary 
ad  fare  as  the  Used  Car  Channel  or  the 
Real  Estate  Channel,  programmed 
with  tedious  hours  of  cars  and  houses 
for  sale — with  the  inevitable  elevator 
music  playing  in  the  background. 

Standing  in  the  back  office  of  the 
Chico  cable  system,  Kathy  Schifferle 
took  one  look  at  what  was  going  on, 
and  thought  to  herself  that  cable  ad- 
vertising need  not  be  amateurish.  Her 
enterprise  was  born. 

After  six  years  of  backbreaking 
work,  second  mortgages,  running 
personal  credit  cards  over  the  limit 
and  all  of  the  other  joys  of  high-tech 
entrepreneurship,  Schifferle  has  a 
company  that  helps  cable  systems  of- 
fer advertisers  qualit)'  commercials  at 
a  reasonable  cost. 

Built  around  an  IBM-compatible  Pc: 
and  priced  at  $58,000,  her  top-of- 
the-linc  Mediastar  system  comes 
loaded  with  exotic  video  hardware 
and  200,000  lines  of  ingenious  soft- 
ware. The  buyer  gets  the  ability  to 
create  polished-looking  display  ads — 
still  photographs,  colorful  back- 
grounds, text  and  background  audio. 
With  a  little  extra  effort,  the  user  can 
add  animation  or  excerpts  from  vid- 
eotapes. The  power  of  the  system  is 
such  that  a  relatively  unskilled  opera- 
tor can  generate  a  good-looking  vid- 
eo segment  in  an  hour. 

Mediastar's  capabilities  do  not  stop 
there.  The  system  also  automates  the 
grunt  work  of  assembling,  scheduling 
and  airing  the  advertisements  over  a 
cable  network.  It  even  handles  book- 
keeping chores.  In  short,  Mediastar  is 


< 


not  merely  an  ad  creation  system  bi 
robotized  network  programmer. 

At  a  cost  as  low  as  $75  a  week,  sn 
advertisers  can  enjoy  professioc 
looking  30-second  spots  aired 
times  a  day.  Today  Schifferle's  com 
ny  accounts  for  nine  of  every  ten  adv 
tising  systems  sold  to  the  cable  indi 
tr\'.  Beyond  merely  selling  boxes,  ! 
has  created  a  family  of  informat 
community  video  magazines,  is  de\ 
oping  a  video  catalog  ser\'ice  for  t 
direct  mail  industry  and  has  one  or  t 
other  clever  ideas  in  the  pipeline 

Cable  operators  are  threatening 
expand  their  systems  to  deliver  5 
channels  of  video.  But  what  will  tl:: 
show  on  them?  If  you  were  to  pi 
gram  all  500  channels  with  reruns 
ever}'  prime-time  network  show  e^ 
made  and  with  every  American  tal 
ever  filmed,  you  would  run  out 
inventor}'  in  about  nine  weeks.  Wh« 
will  the  programming  for  500  vid 
channels  come  from.^ 

Schifferle's   quick   answer:    Doi 
even  try  to  come  up  with  500  ch 
nels  of  feature  films  and  wresti 
matches.    Instead,    treat    the    exi 
channels  as  pages  in  the  classified 
section  of  a  newspaper.   Let  ev 
small  business  advertise  on  cable, 
put  on  a  decent  show  in  doing  so. 

But     beyond     mere     advertisir 
Schifferle  has  begun  developing  t 
technolog}'  to  support  a  startlinj 
new  form  of  television  programmir 
The  concept  is  to  let  viewers  dcsi 
their  own  programs.  With  a  modicui 
of  effort,  viewers  will  be  able  to  spe 
the  sorts  of  information  that  intcn 
them  and  the  format  in  which  thi 
want  to  receive  it.  Every  viewer  will 
his  or  her  own  programmer,  c\ci 
consumer  a  video  entrepreneur  a: 
every  American  free  at  last  from 
whimsical  scheduling  practices  of 
broadcast  and  cable  network  owner 

The  real  video  revolution  is  goin 
to  be  do-it-yourself  television, 
Schifferle  is  one  of  its  architects. 
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Getting  to  gate  87  in 


Traveling  on  business  can  be  tough.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  pubHc  phone 

two  minutes  isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  dial  and  don't  hear  'AT&T"  after 
the  bong,  hang  up.  Then  dial  10+ATT+O. 

Getting  AIKT  is. 

You'll  get  the  service  you  depend  on.  At 
the  prices  you  expect.  Getting  around  on 
business  should  always  be  that  easy. 

DiallOATT-0 

plus  the  area  code  and  number. 


I't  complete  your  call? 
U  1 800  321-0288. 

>93  .MXT 


AT&T 
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COMMENTARY  BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a  management 
consultant  with  A.T.  Kearney  Inc.  in 
Redwood  City,  Calif. 


In  1986  Kathryn  Schifferle  was  a  35- 
year-old  commercial  artist  whose 
peripatetic  career  had  ranged  from 
preparing  design  and  layouts  for  re- 
gional magazines  to  doing  graphics 
for  the  American  Embassy  in  Zaire. 
Then  she  got  her  hands  on  a  personal 
computer.  Now  she's  chief  executive 
and,  together  with  her  husband, 
John,  principal  shareholder  of  Multi- 
Image  Systems,  a  privately  held  com- 
pany that  builds  and  sells  a  digital 
impresario-in-a-box  called  Mediastar. 

Here's  how  she  got  hooked — and 
successfiil.  Six  years  ago  the  operator 
of  Schiflferle's  hometown  (Chico, 
Calif )  cable  system  invited  her  to  visit 
his  back  office.  He  had  an  advertising 
problem,  and  he  thought  her  maga- 
zine experience  might  be  helpfiil. 

While  most  American  cable  systems 
are  owned  by  industry  goliaths  like 
Tele-Communications  Inc.,  Conti- 
nental Cablevision  and  Time  Warner, 
at  the  community  level  cable  typically 
is  a  pocket-size  business.  Indeed,  the 
average  local  cable  operation  has  only 
about  5,000  subscribers. 

Such  minuscule  audiences  do  not 
appeal  to  the  Procter  &  Gambles  of 
the  world.  Thus  many  smaller  cable 
networks  have  banded  together  into 
so-called  regional  interconnects.  But 
on  average  these  comprise  a  scant 
250,000  viewers,  still  too  few  to  at- 
tract the  biggest  advertisers. 
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Which  means  that  even  the  regional 
interconnects  have  to  depend  upon 
local  businesses  for  ad  revenues.  This 
creates  yet  another  problem:  Assem- 
bling a  production  crew,  finding 
shooting  locales  and  executing  all  the 
other  tasks  required  to  turn  out  a 
decent  television  commercial  are  too 
expensive  for  the  average  appliance 
merchant.  This  forces  the  smaller  ca- 
ble systems  to  depend  on  such  dreary 
ad  fare  as  the  Used  Car  Channel  or  the 
Real  Estate  Channel,  programmed 
with  tedious  hours  of  cars  and  houses 
for  sale — with  the  inevitable  elevator 
music  playing  in  the  background. 

Standing  in  the  back  office  of  the 
Chico  cable  system,  Kathy  Schifferle 
took  one  look  at  what  was  going  on, 
and  thought  to  herself  that  cable  ad- 
vertising need  not  be  amateurish.  Her 
enterprise  was  born. 

Afiier  six  years  of  backbreaking 
work,  second  mortgages,  running 
personal  credit  cards  over  the  limit 
and  all  of  the  other  joys  of  high-tech 
entrepreneurship,  Schifferle  has  a 
company  that  helps  cable  systems  of- 
fer advertisers  qualit)^  commercials  at 
a  reasonable  cost. 

Built  around  an  iBM-compatible  Pc: 
and  priced  at  $58,000,  her  top-of- 
the-line  Mediastar  system  comes 
loaded  with  exotic  video  hardware 
and  200,000  lines  of  ingenious  soft- 
ware. The  buyer  gets  the  ability  to 
create  polished-looking  display  ads — 
still  photographs,  colorful  back- 
grounds, text  and  background  audio. 
With  a  little  extra  effort,  the  user  can 
add  animation  or  excerpts  from  vid- 
eotapes. The  power  of  the  system  is 
such  that  a  relatively  unskilled  opera- 
tor can  generate  a  good-looking  vid- 
eo segment  in  an  hour. 

Mediastar's  capabilities  do  not  stop 
there.  The  system  also  automates  the 
grunt  work  of  assembling,  scheduling 
and  airing  the  advertisements  over  a 
cable  network.  It  even  handles  book- 
keeping chores.  In  short,  Mediastar  is 
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not  merely  an  ad  creation  system  b 
robotized  network  programmer. 

At  a  cost  as  low  as  $75  a  week,  s 
advertisers  can  enjoy  professio: 
looking  30-second  spots  aired 
times  a  day.  Today  Schifferle's  com] 
ny  accounts  for  nine  of  every  ten  adv( 
tising  systems  sold  to  the  cable  indi 
try.  Beyond  merely  selling  boxes, 
has  created  a  family  of  informati^ 
community  video  magazines,  is  devd 
oping  a  video  catalog  service  for  th 
direct  mail  industry  and  has  one  or  tw 
other  clever  ideas  in  the  pipeline. 

Cable  operators  are  threatening  t 
expand  their  systems  to  deliver  SQ 
channels  of  video.  But  what  will  th^ 
show  on  them?  If  you  were  to  prd 
gram  all  500  channels  with  reruns  | 
every  prime-time  network  show  ev^ 
made  and  with  every  American  tall^ 
ever  filmed,  you  would  run  out  j 
inventor}'  in  about  nine  weeks.  Whel 
will  the  programming  for  500  vide 
channels  come  from.^ 

Schifferle's  quick  answer:  Don 
even  tr)'  to  come  up  with  500  chai 
nels  of  feature  films  and  wrestliil 
matches.  Instead,  treat  the  exti 
channels  as  pages  in  the  classified  a 
section  of  a  newspaper.  Let  evel 
small  business  advertise  on  cable,  bi 
put  on  a  decent  show  in  doing  so 

But  beyond  mere  advertisini 
Schifferle  has  begun  developing  tli 
technology  to  support  a  startling 
new  form  of  television  programmin| 
The  concept  is  to  let  viewers  desig 
their  own  programs.  With  a  modicui 
of  effort,  viewers  will  be  able  to  specil 
the  sorts  of  information  that  intcreJ 
them  and  the  format  in  which  tW 
want  to  receive  it.  Every  viewer  will  ^ 
his  or  her  own  programmer,  even 
consumer  a  video  entrepreneur  an! 
every  American  free  at  last  from  tl 
whimsical  scheduling  practices  of  tl 
broadcast  and  cable  network  owner 

The  real  video  revolution  is  goir 
to  be  do-it-yourself  television,  ar 
Schifferle  is  one  of  its  architects,    li 
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Getting  to  gate  87  in 

Traveling  on  business  can  be  tough.  So 
we  made  it  easy  to  get  AT&T  service. 
First,  check  the  sign  on  any  public  phone 

two  minutes  isn't  always  easy 

to  make  sure  it's  AT&T.  If  it's  not  AT&T, 
or  you  dial  and  don't  hear  'AT&T"  after 
the  bong,  hang  up.  Then  dial  10+ATT+O. 

Getting  AIKT  is. 

You'll  get  the  service  you  depend  on.  At 
the  prices  you  expect.  Getting  around  on 
business  should  always  be  that  easy. 

DiallO-ATTO 

plus  the  area  code  and  number. 


rit  complete  your  call? 
11  1  800  321-0288. 

993A1XT 


AT&T 


fmmi 


&  IfcUH 
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Subsidies  for  energy  conservation  are  finding  their  way 
into  a  few  lucky  pockets.  Among  tlie  beneficiaries  is  a 
very  persistent  entrepreneur  named  Peter  Shen. 

Low-calorie  lighting 


By  Andrew  Tanzer  and  Neil  Weinberg 


IT'S  A  CASE  of  delayed  reaction.  Twen- 
ty years  after  the  first  oil  embargo, 
factories  and  office  buildings  are  get- 
ting around  to  making  their  lights 
energy-efficient.  The  switchover  is 
producing  a  burst  of  profits  for  the 
folks  who  make  an  obscure  electrical 
device  called  a  ballast,  which  is  the 
control  unit  inside  a  fluorescent  light 
fixture. 

The  energy  savings  come  from  re- 
placing old-fashioned  magnetic  bal- 
lasts with  transistorized  ones — substi- 
tuting silicon  for  copper,  that  is.  De- 
mand for  the  new  electronic  ballasts  is 
exploding  from  1  million  units  in 
1988  to  25  million  in  1993,  estimates 
Arthur  D.  Little.  Order  backlogs  have 
stretched  to  six  months,  and  manu- 
facturers are  cleaning  up. 

Who  reaps  the  bonanza?  Two  Los 
Angeles-based  companies,  Magne- 
Tek,  Inc.  and  Electronic  Ballast  Tech- 
nology, Inc.,  dominate  production  of 
electronic  ballasts,  each  with  a  third  of 
a  market  totaling  $278  million  last 
year  and  something  like  $450  million 
this  year. 

MagneTek  is  a  former  Litton  In- 
dustries division  that  went  public  in 
1989.  Its  stock  price  has  nearly  dou- 
bled in  the  past  year,  to  2278.  The 
winner  at  Electronic  Ballast  Technol- 
ogy is  Peter  Shen,  52,  a  Chinese-born 
entrepreneur  who  took  control  of  the 
firm  in  1982  and  spent  years  tr^dng  to 
get  lighting  industry  executives  to 
take  him  seriously.  They  do  now.  Last 
November  Shen,  management  and 
venture  capital  backers  sold  an  81% 
stake  to  Philips  Electronics  N.V.,  the 
Dutch  electrical  products  giant,  for 
about  $60  million.  Shen  will  stay  as 
president  and  minority  shareholder. 

Why  the  burst  of  interest  in  efficient 
light  fixtures  now,  at  a  time  when  oil 
prices  are  weak?  In  large  part  because 
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electric  utilities,  under  pressure  from 
state  regulators,  are  getting  heavily 
into  conservation  subsidies.  In  effect, 
all  ratepayers  are  taxed  and  the  pro- 
ceeds are  then  handed  to  selected 
ratepayers — the  ones  retrofitting 
their  homes  and  businesses  with  ener- 
gy-saving devices. 

Conservation  subsidies,  which  cur- 
rentiy  run  to  $1.5  billion  a  year,  go, 
for  instance,  to  landlords,  who  get 
rebates  of  50%  to  100%  of  the  cost  of 
retrofitting  their  lighting  systems. 
The  idea  is  simple:  By  reducing  the 


BELOW: 

Electronic  ballasts 
are  20%  more  effi- 
cient than  the  bet- 
ter magnetic  ballasts. 
Building  owners  ret- 
rofitting their  ballasts 
often  upgrade  to 
better  bulbs,  too,  for 
further  savings. 


The  cost  of  light 

Old  bulbs,'  old  magnetic  ballast 


Old  bulbs,  new  magnetic  ballast 


$26.88     Efficiency 

(lumens /watt) 


$24.64  Annual  cost 


Old  bulbs,  electronic  ballast 


New  bulbs,'  electronic  ballast 


$20.44 


$17.92 

'  Conventional  Tl?  cool  wliilfi  bulbs.  ■  Typicil  pn;  1990  vniliige  ballast.  'Somt.'Whal  motf;  e.nf.mi  cllicieni  design. 
■'A  lumen  is  a  measure  ol  litjIitinK  power.  A  100  watt  incandrscent  bulb  gives  o((  l,/00  lumens,  'f.leclricily  cost  h 
ori(;  (ixliire  givini^  iiK  l-"),/00  lumens  and  conlamlnn  lAo  4  fool  fluorescent  l)ull>s;  assumes  light  is  on  3.500  hwirs 
and  electrK  ily  cost  r.  8  rent"-,  per  kwti,  ''Skinnier  T  8  hiilbs  Soim-r.-  fffTOsctav  Polvlrchnir  Imliliile 
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i.  A 
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demand  for  electricity,  you  take  pres- 
sure off  the  utilit)'  companies  to  build 
costly  new  plants. 

Absent  the  subsidies,  it's  fairly  hard 
to  persuade  the  owner  of  a  shopping 
mall  or  office  building  to  hire  electri- 
cians to  pull  fixtures  out  of  the  ceiling 
and  rewire  them.  But  with  the  subsi- 
dies, retrofitting  makes  a  lot  of  sense. 
The  U.S.  has  at  least  1.2  billion  old 
magnetic  ballasts  installed  in  lighting 
fixtures  and  destined  to  be  replaced 
someday.  Why  not  upgrade  now — 
with  the  utility  splitting  the  cost — and 


cut  your  electric  bill?  If  you  put  ii 
both  new  ballasts  and  new,  supere 
cient  light  bulbs,  you  can  cut  th 
fixture's  wattage  by  a  third  witho 
any  reduction  in  light  output,  sa 
Rudolph  Verderber,  an  authority  oi 
lighting  ballasts  at  Lawrence  Berkck 
Laboratory.    In    a    100,000-squ.iu 
foot  department  store,  the  ballast  uy 
grade  will  save  maybe  $18,000  a  mm 
in   electricity  bills.   F.vcn  withoui 
bulb  upgrade,  an  electronic  ball.i^ 
will  cut  a  fixture's  electricity  use  I 
17%  to  24%.  And  electric  rates  ^.i 
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terShen, 
1y  believer  in 
dronic  lighting  ballasts 
!  bet  the  house^ 
I  them. 


ily  go  up  if  Congress  goes  along 
ith  Clinton's  proposed  Btu  tax. 
If  it  took  lighting  engineers  a  long 
Tie  to  wake  up^to  the  potential  in 
ectronic  controls,  it  could  be  be- 
use  the  50-plus-year-old  magnetic 
illast  was  so  beautifully  simple — and 
leap  to  make.  To  get  a  fluorescent 
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bulb  to  burn  properly,  a  fixture  must 
accomplish  two  things.  First,  it  has  to 
momentarily  goose  up  120-volt  elec- 
tricity to  250  volts,  when  the  light  is 
turned  on,  in  order  to  get  the  juice 
flowing  through  the  tube.  Once  elec- 
tricity starts  flowing,  however,  it  flows 
all  too  readily;  the  fixture  must  choke 
off"  some  of  the  flow  to  keep  the  tube 
from  instantly  burning  out. 

It  happens  that  a  single  device,  a 
coil  of  copper  wire  wound  around  a 
core  of  iron,  can  do  double  duty, 
starting  and  running  the  bulb.  Bal- 


lasts of  this  type,  oblong  black  boxes 
about  the  size  of  a  hero  sandwich,  can 
be  manufactured  for  about  $7  and  are 
extremely  reliable.  Transistorized  bal- 
lasts, in  contrast,  started  out  expen- 
sive and  unreliable.  It  was  a  tough  sale 
at  first,  and  Shen's  firm  barely  sur- 
vived the  early  years.  Early  products 
proved  defective.  "It  was  a  total  disas- 
ter," recalls  Shen.  "I  figure  it  cost 
$750,000  and  took  three  years  to 
replace  them." 

But  Shen  knew  he  was  on  to  a  good 
thing,  and  he  persisted.  Born  in 
Shanghai  in  1940,  Shen  got  degrees 
in  physics  and  math  at  St.  Joseph's 
College  in  Indiana,  then  spent  15 
years  in  semiconductor  research.  In 
1978  Beatrice  Foods  recruited  Shen 
to  develop  power  semiconductors  for 
a  newly  formed  venture  working  on 
electronic  ballasts.  Two  years  later 
Beatrice  launched  its  first  ballasts,  but 
they  were  a  commercial  flop.  Shen 
bought  the  Beatrice  subsidiary  for 
$250,000,  renaming  it  Electronic 
Ballast  Technology.  He  partly  fi- 
nanced the  purchase  by  mortgaging 
his  house  in  Palos  Verdes,  Calif,  for 
$80,000. 

Shen  kept  the  sinking  business 
afloat  by  taking  out  three  more  home 
equity  loans  on  his  house  and  by 
subsidizing  it  with  a  lucrative  side 
business  exporting  semiconductor 
equipment  to  China.  He  cut  costs  by 
moving  production  to  Taiwan  and 
hiring  mostly  immigrant  Chinese  en- 
gineers for  his  lab  in  Torrance,  Calif. 

In  1987  he  had  his  first  big  break- 
through when  his  firm  qualified  as  a 
supplier  to  General  Electric.  Shen  has 
now  pushed  his  defect  rate  below 
0.2%  and  his  manufacturing  cost  be- 
low $20. 

Shen  has  several  selling  points  be- 
sides the  big-ticket  item  of  electricity 
savings.  One  is  that  an  electronically 
controlled  fluorescent  lamp  can  easily 
be  dimmed,  unlike  a  n.agnetically 
controlled  one.  Fluorescent-dim- 
ming technology  is  still  in  its  infancy, 
but  Shen  believes  it  will  eventually 
enable  offices,  stores  and  other  com- 
mercial buildings  to  cut  their  electric 
bills  by  biUions  of  dollars.  The  dim- 
ming systems,  of  course,  will  them- 
selves have  to  be  electronic,  and  Shen 
aims  to  make  a  lot  of  money  selling 
them.  Get  ready  for  another  wave  of 
retrofits  a  few  years  hence.  ^M 
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SCIENCE  &  TECHNOLOGY 


Modem 
conspiracy 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Galileo's  Revenge.- 
Junk  Science  in  the  Courtroom  (Basic  Books). 


After  one  settlement  of  a  private  suit 
last  year,  the  Department  of  Justice  has 
launched  yet  another  attack  against  the 
airlines.  They've  allegedly  used  their 
Byzantine  fare  structures  to  signal 
price  changes  and  enforce  discipline. 
Carrier  X  floats  a  new  fare:  $350  round 
trip  to  Hawaii.  Carrier  Y  responds — at 
midnight  on  Saturday— with  a  suicid- 
ally low  $100  fare.  Through  an  on-line 
reservation  system  like  American  Air- 
lines' Sabre,  the  news  flashes  out  into 
electronic  cyberspace,  where  X's  com- 
puters pick  it  up  and  sound  an  alarm 
bell.  The  kicker:  Y's  fare  expires  Sun- 
day at  noon.  Gazing  into  the  glow  of 
its  terminals,  X  gets  the  message:  Raise 
your  price,  or  we'll  extend  our  cut- 
throat oflfer  indefinitely — and  you'll 
go  bankrupt  before  we  do. 

That,  in  any  event,  is  the  sort  of 
thing  being  alleged.  Given  how  many 
airlines  are  now  in  bankruptcy  or  be- 
yond, however,  it  seems  obvious  that 
rivals  have  not  been  getting  the  mes- 
sage at  all.  But  reality  checks  like  that 
often  don't  make  it  to  Washington, 
where  lawyers  nest  and  rear  their 
young.  So  expect  to  see  antitrust  law- 
yers out  preying  on  the  productive 
sector  again  soon. 

Begin  with  basics:  The  smart  busi- 
nesswoman collects  reams  of  data 
about  her  competitors,  and  acts  on  it 
every  day  of  the  week.  Most  of  the 
time  she's  doing  what  every  good 


competitor  does — trying  to  sell  more 
for  less.  Occasionally,  she's  trying  to 
offer  less  for  more,  pursuant  to  some 
nefarious  antitrust  agreement.  The 
agreement,  if  there  is  one,  may  have 
been  hatched  in  some  Perrier-filled 
back  room  with  the  shades  down.  Or 
it  may  just  have  crystalized  as  a  tacit 
understanding  among  people  who  are 
smart  enough  to  make  deals  without 
any  face-to-face  scheming  at  all. 

Most  of  the  time,  competition  is 
robust.  Even  opec,  which  counts 
among  its  conspirators  people  who  can 
use  Scud  missiles  to  punish  defectors, 
has  found  it  impossible  to  maintain  any 
real  price  discipline  in  its  ranks.  None- 
theless, cooperation  (or  conspiracy) 
can  also  evolve  spontaneously,  even 
with  no  face-to-face  dialogue.  This  is 
especially  likely  within  groups  where 
there  are  repeated  opportunities  either 
to  cooperate  or  to  compete,  and  when 
each  member  can  easily  monitor  how 
others  are  behaving.  Ten  years  ago 
game  theoretician  Robert  Axelrod 
published  a  brilliant  book — JTje  Evolu- 
tion of  Cooperation — that  explained 
why,  and  presented  examples  span- 
ning pigeons,  breakfast  cereal,  and 
trench  warfare  in  World  War  I. 

The  exchange  and  assimilation  of 
information  is,  of  course,  getting  easi- 
er every  day.  Computers,  data  net- 
works and  such  obviously  create  some 
new  opportunities  for  conspiracy, 
antitrust  conspiracy  included.  So 
maybe  some  fools  in  the  airline  indus- 
try really  dici  believe  that  they  could 
fix  prices  (or  "stabilize"  them,  or 
whatever  euphemism  you  prefer)  by 
way  of  computer  modems.  If  so, 
they — like  the  government  lawyers 
who  are  now  pursuing  them — over- 
looked the  fact  that  what  the  terminal 
giveth,  the  terminal  also  taketh  away. 

Consider  again  how  carrier  X  is 
going  to  send  a  message.  X  wants  to 
threaten  Y  with  Hawaii  for  $  1 00,  but  it 
sure  doesn't  want  to  fly  anyone  at  that 
price.  That's  why  the  tariftis  posted  at 


midnight  on  Saturday.  X  knows  thai 
monitors  every  microscopic  fi 
change  with  scrupulous  care.  But 
hopes  that  travel  agents  and  consul 
ers  don't.  Price -fixing  with  computi 
like  price-fixing  with  Perrier,  is  go: 
to  work  only  if  no  one  else  is  watc 

And  if  no  one  else  is  watching, 
Buffalo  Bills  can  use  Uzis  to  win 
Super  Bowl  next  year.  But  millions 
consumers  already  have  instant  aco 
to  the  airline  reservation  system, 
dozens  of  on-line  services — Prodi 
CompuServe,   Genie,  you   name 
Thousands  of  travel  agents  are  linki 
too.  Sure,  airlines  have  software 
tracking  every  new  fare  announceme 
posted  on  Sabre.  So  do  travel  agen 
And  one  of  these  days  some  homi 
oflfice  hacker  in  the  hills  near  Sea 
will  sell  an  equivalent  package  for 
home  user.  You  want  Hawaii  ne 
December  for  $100?  Your  Book- 
program  will  dial  Prodigy  every  ni 
for  the  next  six  months,  searching  ft 
booking,    canceling    and    rebooki 
while  you  sleep.  In  effect,  the  airlin 
computers  will  have  six  months  to  bi 
their  way  down  to  a  price  your  m: 
chine  likes.  This  already  happens  all 
time,  though  a  shade  less  systematica 
ly    than    I've    described.    For   evei 
would-be  price-fixer  hoping  to  se 
high,  there   are    10,000  vacationc 
who  want  to  buy  low,  and  the  term 
nals  glow  on  botii  sides  of  tiie  counte 
The  contest  isn't  close  to  even. 

If  you  look  hard  enough,  you  ca 
always  find  some  downside  to  nc\ 
information  technology;  in  the  mai 
ketplace,  the   most  obvious  one- 
antitrust  conspiracy.  But  overall,  be 
tcr  information  promotes  much  mor" 
competition    than    conspiracy.    Tl 
huge  increase  in  convenience,  flexib 
ity  and  accuracy  created  by  syste 
like  Sabre  has  been  a  trcmendo 
boon  to  the  consumer,  and  has  co! 
airlines  a  bundle.  Indeed,  those 
leged  price-fixers  of  the  skies,  th 
robber  barons,  those  rapacious  gou 
ers  of  the  consumer's  purse,  ha' 
managed  to  lose  $7  billion  in  the  1 
two  years,  to  the  immense  benefit 
the  flying  public.  Use  the  right  so: 
ware,  and  you'll   be  hearing  alol 
instead  of  snow  reports  next  N 
Year's  Hve,  with  cash  to  spare  for  tl 
bubbly.    Unless,  of  course,   fede 
trustbusters  can   find  some  way  t| 
keep  you  safe  at  home. 
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If  spontaneous  guitar  music,  ski  instructors 
who  spout  about  Pushkin,  and  uncrowded  powdery 
slopes  are  your  thing,  get  you  to  Mount  Elbrus 
before  they  turn  it  into  another  Saint  Moritz. 

Skiing 

in  the  Caucasus 


Skiing  down 
CIneget  IVlountain 
in  the  Caucasus 
No  Sno^ats 
groom 
this  mountain. 


By  Craig  Mellow 


Most  of  my  friends  in  Moscow  belit- 
tled my  plans  for  a  ski  week  in  the 
northern  Caucasus.  "You  might  nev- 
er get  there,"  commented  one,  sum- 
ming up  the  general  sentiment. 

I  got  there,  but  it  wasn't  easy.  It 
was,  however,  a  screaming  bargain 
and  a  marvelous,  if  taxing,  experience. 

The  flight  south  from  Moscow  to 
Mineralnyye  Vody  ("Mineral  Wa- 
ters"), in  the  Kabardino-Balkarian  re- 
gion, takes  an  hour  and  40  minutes  and 
costs  about  $126  round-trip.  But  at 
Mineralnyye  Vody  your  trip  has  just 
begun.  From  there  it's  a  three-  or  four- 
hour  drive  into  the  mountains  forming 
the  base  of  Mount  Elbrus — at  18,510 
feet,  Europe's  tallest  mountain. 

It's  an  area  rich  in  history.  You 
follow  in  the  hoofprints  of  genera- 


tions of  Kuban  cossack  horsemen, 
who  arose  from  their  steppes  to  war 
with  the  wild  high-country  Muslims. 
One  of  those  fighting  alongside  the 
Cossacks  in  the  1850s  was  young  Lev 
Nikolayevich,  Count  Tolstoy,  who 
would  recall  the  experience  in  tales 
fiill  of  bloody  double  cross  and  gal- 
lops by  starlight. 

Things  change  slowly  in  this  part  of 
the  world.  Georgians  are  bloodily  re- 
pressing secessionist  rebels  in  South 
Ossetia  and  Abkhazia,  60  to  1 20  miles 
from  Elbrus.  Armenians  and  Azerbai- 
janis  are  slaughtering  each  other  over 
in  Nagorno-Karabakh.  Last  autumn, 
a  day's  drive  cast  from  Elbrus,  the 
Muslim  Ingush  people  started  shoot- 
ing it  out  with  the  Ossetes,  who  are 
mixed  Muslim  and  Christian. 


Lunciiata  local's 
home  in  Badaevka 
Befriend  a  native 
and  you'll  soon 
be  Invited 
to  his  home. 


Given  the  gunplay  and  miseries 
Russian  travel,  I  was  not  surprisj 
that  only  a  dozen  or  so  chilled,  cloj 
mouthed  guests  occupied  a  sp; 
meant  for  hundreds  in  the  dini 
room  at  the  Itkol  hotel  in  TersI 
when  I  arrived  in  January. 

Make  no  mistake.  This  isn't  Gstaj 
The  Itkol  was  built  as  a  trade  uni< 
hotel,  and  feels  like  it:  a  conci 
rectangle  still  bedecked  with  such 
spiring  slogans  as  "Tourism — Tl 
Most  Satisfactory  Form  of  Active 
laxation."  But  the  price  was  right.  |' 
honor  of  my  dollars,  I  was  given  thli 
best  room  in  the  house,  three  me; 
lift  ticket  and  a  private  instructor 
for  $75  a  day,  payable  in  cash  onlyi 

Actually  I  was  being  extravagant 
overcharged.    Holders   of  ex-Scr 
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ssports  pay  the  ruble  equivalent  of 
lOut  $3  a  day  for  the  same  package, 
inus  the  instructor. 
In  the  morning  a  clutch  of  eager 
iers  from  the  Itkol  and  a  few  other 
;arby  hotels  assembled  at  the  sole 
lairlift  of  Cheget  Mountain.  Not  as 
gh  as  Elbrus,' but  steeper,  11,500 
et  tall.  A  real  skier's  hill. 
Remember,  this  is  Russia.  The  lift 
jesn't  start  running  at  any  fixed 
)ur.  Each  day  begins  with  a  ritualis- 
:  struggle  between  the  skiers  and  the 
alkarian  operators,  who  want  to  col- 
ct  the  maximum  in  gate  receipts  for 
le  minimum  electric  bill.  The  earliest 
saw  the  chair  start  up  was  10:00 
m. ,  and  the  slopes  are  empty  by  2 :00 
r  2:30,  so  people  can  make  the  stan- 
ard  3:00  lunch  at  their  hotels. 


Town  of  Terskol,  in  the  shadow  of  Mount  Elbrus,  Europe's  highest  peak 

No  boutiques  or  bistros,  but  the  price  is  right:  $75  per  day,  all-inclusive. 
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But  in  those  four  hours  or  so  the  lift 
runs,  you  get  plenty  of  skiing.  It  is  said 
the  vertical  drop  is  over  3,000  feet. 
The  top  half  of  the  mountain  is  sheer, 
above- the -treeline  faces,  framed  by 
noble,  unforgiving  peaks  that  tower 
on  all  sides.  Once  you  reach  the  stout 
shelter  of  the  pines,  steep  stretches  of 
moguls  begin,  and  last  for  a  long  time. 
No  Sno-Cats  groom  this  mountain. 
There's  no  rope  tow  or  bunny  hill. 
Beginners  sidestep  and  herringbone 
up  as  far  their  legs  or  skills  will  take 
them.  So  do  the  more  energetic  of  the 
experienced  skiers  as  they  wait  for  the 
Balkarians  to  turn  on  the  power. 

My  instructor,  Misha,  and  I  got 
along  famously.  This  skinny  gray- 
beard,  who  has  lived  in  the  mountains 
for  20  years,  ate  a  diet  mostly  of  rice 
and  nuts  and  alternated  between 
snatches  of  folk  songs  and  ruefiil  com- 
ments on  my  excess  body  mass.  Twice 

in  the  late  afternoon  Misha     

invited  me  to  his  shack, 
where  we  shared  tea  and  a 
liquor  brewed  from  herbs 
gathered  on  the  summer 
slopes.  A  lover  of  literature, 
like  many  of  his  country- 
men, Misha  subjected  me 
to  lectures  on  why  Mikhail 
Lermontov,  the  brilliant 
soldier-poet,  was  greater 
than  Pushkin. 

The  rest  of  the  Itkol  be- 
gan to  warm  up  to  me,  too. 
The  second  day  of  my  visit, 
the  wind  was  too  strong  for 
the  Cheget  chair  to  run  at 
all.  So  the  hotel's  driver, 
Zaitoun,  invited  me  to  his  ■■■■ 
nephew's  wedding. 

The  ceremony  involved  symbolic 
last-minute,  open-air  dickering  be- 
tween the  elders  of  the  two  families. 
The  bride  remained  closeted  with  her 
female  relatives.  The  groom.>  He 
made  a  brief,  wobbly  appearance  sup- 
ported by  numerous  seconds.  Zai- 
toun maintained  later  that  the  young 
man  was  nervous  rather  than  drunk.  I 
still  suspect  the  latter. 

If  the  bridegroom  really  was  sober, 
he  was  in  a  minority.  For  the  next 
morning,  with  a  creamy  blanket  of 
calf-deep  virgin  powder  crying  for 
skiers,  the  lift  operators  couldn't  be 
rousted  until  10:30,  and  then  limped 
in  with  pained,  martyred  expressions. 

The  next  day  Galina,  the  Itkol's 


Sauna  time  at  the  Itkol  hotel 

Guests  provide  their  own  entertainment. 


A  cozy  dacha,  formerly  the  property  of  the  Health  Ministry 
Now  available  for  rent  at  bargain  rates. 


Ukrainian  nurse,  took  me  to  drink 
mineral  water  from  a  natural  spring 
and  buy  goat's  wool  sweaters  (for  $8) 
in  the  village  of  Badaevka — so  called, 
it  is  said,  because  everybody  there  is 
named  Badaev.  We  also  got  a  glimpse 
of  life  in  communist  days.  We  visited  a 
dacha  built  for  Health  Ministry  big 
shots,  a  gorgeous  place,  deep  in  the 
woods  with  a  burbling  brook,  and  a 
peak  leaning  over  it.  Want  superlux- 
ury.>  You  can  rent  the  big  shots'  dacha 
for  $10  a  night. 

Mount  Elbrus.^  I  never  got  to  ski 
there.  The  weather  closed  in,  as  it 
usually  does  in  January.  1  was  told  to 
come  back  in  March,  when  there's 
plenty  of  sun  and  the  wind  is  gentle 


enough  for  the  fragile  go^ 
dola  to  lurch  its  way  up 
brus  to  12,000  feet.  You  carl 
use  it  in  the  summer  foif 
climbing,  hunting  (for  w 
goat  and  sometimes  bea 
or,  in  finest  Russian  trac 
tion,  "resting." 

Will  Elbrus  one  day  bi 
come  a  Slavic  Saint  Moritz.^ ! 
hope  not.  What  happenec| 
my  last  night  at  tiie  ltk<] 
would  never  happen  in  Sa 
Moritz.    Four    sympathet 
young  chaps  arrived  fror 
Moscow,  took  a  guitar  a 
some  wine  out  in  tiie  h.illj 
way,  and  pretty  soon  die  rcs'j 
of  the  guests  were  singinJ 
and  talking.  Friends  on  the  staff  filiaj 
my  bag  with  tea  and  jam,  to  keep  ni(| 
healthy  back  in  pestilential  Moscow 

No,  I  don't  recommend  Itkol  for  <| 
gourmet  experience.  The  Itkol's  fooc 
is  not  prizewinning  but  palatable,  w  it! 
plenty  of  beets  and  kasha  (buckwhca 
groats)  to  keep  you  running  on  t 
slopes.  But  if  the  idea  of  vivsiting 
unspoiled  place  for  a  unique  exper 
ence  appeals  to  you,  call   Intouri^ 
(212-757-3884). 

The  morning  of  my  departure,  a  so^ 
snow  fell,  gathering  in  blankets  on 
evergreen   branches.   The   air  taste 
sweet.   "When  you've  gone  away^ 
Misha  told  me,  "you'll  regret  your  st 
was  so  short."  He  was  right. 
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OLDE's  full  service  investment  professionals  provide  you  with 
personal  service,  research  and  recommendations  on  stocks  and 
other  investments  designed  to  help  you  achieve  your  financial 
goals.  By  combining  full  service  with  discount  commissions, 
OLDE  has  set  a  new  standard  in  the  brokerage  industry.  Among 
the  top  five  discount  brokers,  OLDE  is  the  only  broker  that  has 
its  own  staff  of  research  analysts  who  provide  free  research. 


nil  Service 


If  you're  a  person  who  has  come  to  expect  full  service 
at  any  cost,  you'U  be  happy  to  know  that  with 
OLDE  you  don't  have  to  pay  extra.  You  can 
save  up  to  90%*  on  commissions,  receive  a 

no  annual  fee  IRA  and  take  advantage  of  a  no-fee  cash 

management  account. 


As  a  special  incentive,  transfer  your  brokerage  account  or 
open  an  IRA  and  receive  your  first  stock  trade  commission-free. 
For  a  full  line  of  quality  investments,  premium  services  and  low 
commissions,  call  toll  free  and  ask  for  the  OLDE  office  nearest  you. 


*Based  on  a  November  1992  survey  of  several  leading  brokerage  firms.  Savings  depend  on  the  price-per-share  and  number  of  shares  traded. 


1 800  USA-OLDE 

Reference  code  432 


America's  Full  Service  Discount  Broker 


Member  NYSE  &  SIPC 
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PERSONAL  AFFAIRS 


Jigsaw  puzzles— antiques  and  custom-made  new 
ones— make  amusing  and  affordable  collectibles. 
But  watch  out  for  missing  pieces. 

2,500  easy  pieces 


By  Christie  Brown 

Who  DOESN'T  have  childhood 
memories  of  scrounging  for  pieces 
of  border  or  matching  blue  sky  to 
assemble  jigsaw  puzzles  brought  out 
on  rainy  days? 

Anne  Williams,  an  economics  pro- 
fessor at  Bates  College  in  Lewiston, 
Me.,  is  49,  but  she  is  still  piecing 
together  those  puzzles.  With  more 
than  3,000  in  her  attic — one 
of  the  biggest  col- 
lections   in    the 
country  —  she 
has    plenty 
to  choose 


from.  Amassed  over  the  last  15  years, 
the  puzzles  date  from  the  1760s  to 
die  present.  There  are  puzzles  of 
maps,  fairy  tales,  batde  scenes,  cancan 
girls,  cartoon  figures — even  a  1930s 
ad  for  Esso.  The  ad  depicts  cartoon 
monsters  attacking  a  car  and  was 
drawn  by  Dr.  Seuss. 

Williams'  puzzles  range  in  size 
from  2,500-piece  puzzles  about  3  feet 
square  to  a  Japanese  puzzle  only  3 
inches  square  that  came  with  tweezers 
to  assemble  the  150  tiny  pieces.  Doz- 
ens of  Williams'  favorites  are  kept 
assembled  in  map  drawers.  The  others 


get  broken  up  and  put  back  in 
box — after  she  photographs  them. 

As  collectibles,  old  puzzles  are  si 
very  affordable,  although  prices 
rising.  "Prices  have  about  doubli 
over  the  last  four  years  for  the  colo 
cardboard    puzzles    from    the    1 
1800s— diey   bring   from    $200 
$1,000    apiece,"    reports    RichaA 
Opfer  of  Richard  Opfer  Auctionee 
ing.  Inc.,  near  Baltimore,  which  reg 
larly  auctions  puzzles  and  games.  1 
1991     he     hammered     down,    foi 
$2,750,  an  1880s  Santa  Claus  puzzl 
made    of    cube-shaped    pieces    b\ 
McLoughlin  Brothers  of  New  Yorl 
Oddly  enough,  many  of  the  eai 
adult  wooden  puzzles  bring  mu 
less — under  $100. 

The  value  of  puzzles  drops  drasi 
cally  when  pieces  are  missing.  Tak 
Civil  War  puzzle  recentiy  consign 
to  Opfer.  He  estimated  it  at  $400 
$600  until  his  staff  assembled  it  am 
found  it  lacked  several  pieces.  "Nov 
it's  worth  maybe  $50  to  $75,"  say 
Opfer.  Few  dealers  will  take  the  tirm 
to  assemble  inexpensive  puzzles. 


\> 


Anne  Williams  with  map  puzzle  of  Europe,  circa  1766;  upper  left:  a  1969  pu/zk;  [jortraying  W.C.  Fields 
Her  collection  of  over  3,000  jigsaw  puzzles  is  one  of  the  largest  in  the  country. 
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"I  know  bourbon  gets  better  with  age, 
because  the  older  I  get,  the  more  I  hke  it." 


^oo^e/iy^c 


'<^^^ 


B. 


OOKER  NOE  will  never  forget  the  first  time 
he  sampled  the  legendary  bourbon  from  his  grandfather 
Jim  Beam^s  distillery. 

Even  when  he  tells  the  story  today ^  his  face  twists 
into  a  grimace,  his  head  shakes  slowly  back  and  forth  and 
his  big  hand  swats  at  the  air  in  front  of  him. 
"I  didn't  like  it  at  all,"  he  says,  without  apologies. 
Now,  if  that  confession  sounds  a  bit  strange  coming  ^ 
a  man  whds  devoted  his  life  to  making  fine  whiskey,  there  is  a  perfectly  reasonable  explanation. 
Booker  Noe,  perhaps  better  than  anyone  else,  understands  that  an  appreciation  for  bourbon  isnH 
nething people  are  born  with.  "Like  most  people,  learning  to  love  fine  bourbon  took  me  a 
tain  amount  of  time,"  hesays,^'^ut  as  the  years  have  gone  by,  I've  decided  there's  just 
thing  better  than  whiskey  aged  in  charred  white  oak,  uncut,  unfiltered  and  straight 
m  the  barrel."  Which  is  why  Booker  Noe  recently  began  bottling  his  unique  bourbon  and 
king  it  available  to  the  few  connoisseurs  of  fine  spirits  who  can  appreciate  it. 

Depending  on  the  temperament  of  the  seasons  in  the  Bluegrass  State,  Booker^ s  Bourbon 
ches  its  peak  anywhere  from  six  to  eight  years  into  the  aging  process.  And  since  every  barrel 
?j  differently,  each  batch  of  Booker's  has  its  own  unique  proof,  measuring  anywhere  from  121 
127.  With  any  luck,  you*  II  find  Booker's  Bourbon  at  your  local  liquor  retailer.  But  since,  by  its 
^re,  this  is  not  a  mass-produced  bourbon,you  may  have  to  look  further. 

Regardless  how  it  comes  into  your  possession,  Booker  Noe  believes  you  will  find  his 
irbon  well  worth  the  time  and  effort  spent  searching  for  it.  Especially  if  like  Booker  himself, 
years  have  done  for  your  taste  what  they  do  for  a  bourbon's. 


Jf'%'^ 


KE  RESPONSIBILITY  PART  OF  YOUR  ENJOYMENT.  Bookers™  Kentucky  Straight  Bourbon  Whiskey,  60.5%-63.5%  Alc.A'ol.  Bottled  by  James  B.  Beam  Distilling  Co..  Clermont,  KY. 

ni  the  rare  gift  ol  Booker's  Bourbon  to  a  friend,  call  1-800-BC-  THERE.  VoitI  where  prohibited.  1-800-BE-  THERE  is  an  independent  telephone  gift  service  not  affiliated  with  James  8.  Beam  Distilling  Co  ©  1993  James  B.  Beam  Distilling  Co 
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TheNewLincoln  MaikVIII 

Ease  into  the  leather-trimmed 
driver's  seat  of  the  new  Mark  VIII 
and  survey  your  environment. 
No  matter  where  you  look,  luxury 
and  technology  surround  you. 

Ahead  of  you,  precise  analog 
gauges  are  clustered  in  a  dramatic  instrument  panel  that  memory  driver's  seat  to  the  available  voice-activated, 
literally  encircles  you.  On  your  right,  a  powerful  sound  hands-free  phone.  And  behind  you,  a  rear  seat  that  < 
system  and  computerized  message  center.  On  your  actually  accommodate  full-size  adults, 

left,  smartly  arranged  controls  for  everything  from  the  But  even  more  impressive  are  those  things  no 

LINCOLN-MERCURY  DIVISION  C^^^  Buckle  up-togeth«r  we  can  save  lives.  'Driver  and  front  passenger  Supplemental  Restraint  System.  Always  wear  your  lafety  bell. 


GiveUjp.!^ 


briounded. 


Four-Cam  v-8  engine. 

Call  I  800  446-8888  for  a 
comprehensive  Mark  VIII  brochure. 
After  which  you  may  find  the 
thought  of  a  rousing  test  drive 
hard  to  resist. 


i  aly  seen.  Like  standard  dual  air  bags*  and  four- 
:i  ;or  anti-lock  bralces.  An  electronic  air  suspension 

"hugs"  the  road  by  automatically  lowering  the 
idat  highway  speeds.  And  a  32-valve,  280-horsepower 


The  new  Lincoln  Mark  VIII.  Drive  everything  else  first. 


I 


LINCOLN  MARK  VIII 

W  hat   A   Luxury   Car   Should   Be 


PERSONAL  AFFARS 


collectors  buy  at  their  own 
risk. 

Anne  Williams  has 
picked  up  most  of  her  puz- 
zles at  flea  markets,  antique 
shops  and  auctions  for  un- 
der $50.  At  those  prices, 
missing  pieces  are  more 
frustrating  than  of  eco- 
nomic consequence.  Wil- 
liams has  made  new  pieces 
for  some  of  those  puzzles  or 
simply  chucked  them  out. 

But,  for  her  most  unusu- 
al and  valuable  puzzles, 
Williams  buys  from  major 
dealers  who  guarantee  au- 
thenticity and  complete-  ^ilBI 
ness.  One  of  her  prizes 
dates  back  to  1766,  making  it  one  of 
the  world's  oldest  surviving  jigsaw 
puzzles.  Bought  at  Sotheby's  in  Lon- 
don, it  is  a  child's  puzzle  and  depicts  a 
map  of  Europe;  it  was  made  by  an 
Englishman  named  John  Spilsbury. 
Williams  paid  about  $2,000  for  the 
puzzle. 

John  Spilsbury  gets  the  credit  for 
inventing  the  jigsaw  puzzle  as  we 
know  it.  A  mapmaker  by  trade,  he 
began  marketing  map  puzzles  around 
1760  as  an  educational  tool  for  chil- 
dren. A  big  hit  with  parents, 
biblical,  historical  and  fairy 
tale  puzzles  were  soon  be- 
ing churned  out  all  across 
Europe. 

American  manufacturers 
caught  on  after  the  Civil 
War,  led  by  McLoughlin 
Brothers.  Known  for  their 
boldly  colored,  action- 
filled  puzzles,  the 
McLoughlins  hired  such  il- 
lustrators as  Justin  Howard 
(the  creator  of  Uncle  Sam) 
and  Thomas  Nast,  better 
known  for  his  political  car- 
toons than  his  Santa  Claus 
pictures. 

By  the  1880s  Parker 
Brothers  and  Milton  Brad- 
ley (which  bought 
McLoughlin  in  1920)  had 
become  strong  competi- 
tors, and  cheap  cardboarci 
had  replaced  wood  in  most 
children's  puzzles.  But, 
among  well-heeled  adults, 
wood  remained  the  favored 
medium — puzzles    depict- 
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Advertisement  puzzle  for  Esso  from  the  1930s 
Drawn  by  Dr.  Seuss. 


ing  popular  prints  by  artists  like  Max- 
field  Parrish  and  Howard  Chandler 
Christ}'  became  the  focal  point  of 
puzzle  parties.  By  1932  the  whole 
country  was  puzzle  crazy.  Three-hun- 
dred-piece puzzles  were  sold  on 
newsstands  for  10  cents.  Total  sales 
topped  100  million  jigsaw  puzzles  in 
seven  months  in  1933. 

Two  unemployed  New  Yorkers — 
Frank  Ware  and  John  Henriques — 
caught  the  wave  and  founded  the  Par 
Co.  in   1932.  As  the  mass  market 


"April  Fools"  puzzle  by  Stave  costs  $1,000 
Custom-made  and  designed  to  drive  puzzlers  nuts. 


leveled  off,  Par  becam( 
mous   for  its   odd-shai 
custom-made    puzzles 
mahogany    plywood 
into  little  figures.  Persoi 
ized  silhouettes  were 
other  Par  trademark. 
Duke  of  Windsor  ordei 
Par    puzzles    to    inch 
pieces  silhouetting  his 
ily  crest  and  his  four  c; 
terriers. 

Costing     as     much 
$2,000    at    retail    in 
1960s,    Par    puzzles 
highly  prized  by  coUecu 
but  rarely  show  up  for 
today.     Par's     product!! 
slowed    down    after 
death  and  retirement  of  its  found 
in  the  1970s,  but  the  Wantagh, 
company  still  puts  out  about  20  p' 
zles  a  year. 

Other  inventive  puzzlemakers  h 
popped  up  to  take  Par's  place 
biggest  is  Stave  Puzzles,  Inc.  of  N( 
wich,  Vt.,  started  in  1974  by  St 
Richardson,  formerly  a  systems  a: 
lyst  with  a  New  Jersey  accoun 
firm.  Stave  turns  out  unique,  ha 
cut  wooden  puzzles  costing  $95 
$9,000  each.  Some  are  designed 
satisfy  the  most  jaded  p 
zle  addicts — one  of  Sta> 
fits  together  32  ways,  1 
only  one  gives  the  right  i 
age.  Richardson  says  sa 
have  doubled  in  the  1; 
four  years,  to  $1  million-. 
Other  custom  puzi 
makers,  all  started  up  sir 
1985,  include  Elms  Puzz 
of  Harrison,  Me.;  F. 
Bourke  of  Middlebury,  V 
Lucretia's  Pieces  of  Win 
sor,  Vt.;  and  J.C.  Ayer 
Co.  in  Salem,  Mass. 

To  better  acquaint  yo* 
self  with  the  field,  visit  t 
exhibit  of  antique  puz: 
at  the  Fresno  Metropoii 
Museum  in  Fresno,  Ca 
through  the  end  of  the  y* 
Anne  Williams  has  a 
written  an  entertain! 
book,  Jipfsaw  Puzzles, 
Illustrated  History  ol 
Price  Guide,  published 
1990  by  Wallace -Hon 
stead  Book  Cx).,  R^uln 
Pa.  Price:  $24.95.  I 
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I  told  my  dad  I- bought  a  plain  paper  fax  for 

the  office.  He  looks  at  me  and  says, 
"What,  you  couldn't  afford  a  fancy  one?" 


I  I 


■^^^  * 


Muratec  F-72  Plain  Paper  Fax 

Call  1-800-543-4636  for  more  information. 


rilufafec 

Faxes,  phones  and  whatever  we  think  of  next. 


Instead  of  whining  about  the  lack  of  opportunities  for 
women  in  the  brokerage  business,  Judy  Resnick  did 
something  about  it.  She  started  her  own  firm. 

^'I  didn't  know 
I  was  oppressed" 


interested  her,  despite  the  fact  t 
her  broker  had  lost  what  litde  Resn 
had   to   invest,   trading  in   optic 
What   mattered   was   that   she   h 
learned  from  the  experience.   'S 
though  I  was  losing  money,  I  notic 
that  he  [the  broker]  was  making  ifi. 
said  to  myself,   'Even   I   could  |; 
diat.'  " 

The  big,  established  Wall  Str  5,  she 


By  Gretchen  Morgenson 

DON'T  MENTION  glass  ceilings  to  Ju- 
dith Resnick.  Chairman  and  chief  ex- 
ecutive officer  of  Dabney/Resnick  & 
Wagner,  Inc.,  a  well-regarded  Los 
Angeles  investment  banking,  broker- 
age and  money  management  firm, 
Resnick  well  remembers  her  attempts 
to  break  into  the  brokerage  business 
in  1983.  "Shearson  offered  me  a  sec- 
retarial job,"  she  recalls,  "and  Merrill 
Lynch  wouldn't  even  see  me." 

Bias  against  women?  Not  really. 
Then  41,  Resnick  had  never  worked 
professionally  a  day  in  her  life,  had 
little  investing  experience  and  no 
marketable  skills.  Moreover,  she  was 
almost  broke  and  alone  with  two 
teenage  daughters  to  support.  What 
she  did  have  was  an  extreme  motiva- 
tion to  work  hard,  succeed — and  nev- 
er look  back. 

One  of  three  children,  Resnick 
grew  up  in  an  affluent  family;  her 
father  owned  a  group  of  bowling 
alleys  in  Los  Angeles.  She  married  and 
divorced  young;  as  a  single  mother, 
she  was  supported  by  her  father. 

That  support  vanished  when  he 
died  suddenly  in  1977.  A  few  months 
later  her  sister  and  mother  were  killed 
in  a  plane  crash.  Then  her  father's 
former  partners  stopped  paying  her 
income  on  the  5%  of  the  game  ma- 
chine business  in  one  bowling  alley 
her  father  had  bequeathed  to  her. 
Resnick  was  now  practically  destitute. 
"My  dad  had  taken  care  of  me  all  my 
life,"  she  says.  "All  of  a  sudden  1  had 
nowhere  to  turn." 

She  sold  her  house  and  lived  off  the 
proceeds  for  as  long  as  she  could. 
Then  she  started  looking  for  work. 

She  had  no  work  experience;  she 
couldn't  even  type.  The  stock  market 
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firms  she  applied  to — like  Merrill 
Shearson — weren't  so  sure 
friend  introduced  her  to  a  wom 
broker  at  a  Drexel  Burnham  Lamb  lapir 
office  in  downtown  Los  Angeles.  T 
broker's  office  manager  hired  Resn 
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year  she  grossed  $750,000. 

"I  just  didn't  have  time  to  make 
excuses  for  myself,"  she  says.  "I  guess 
I  didn't  know  I  was  oppressed." 

Drexel's  incendiary  success  in  the 
mid-Eighties  created  Resnick's  next 
opportunity.  The  firm's  institutional 
high-yield  desk  was  doing  so  much 
business  that  small  brokerages 
couldn't  even  get  through  to  place 
orders  or  do  trades.  One  of  those 
clients  was  a  regional  Florida  broker- 
age firm  trying  in  the  fall  of  1987  to 
buy  150  bonds.  The  call  was  passed  to 
the  retail  side,  and  Resnick  did  the 
trade:  "That  was  when  I  realized  I 
could  put  together  a  dealer  desk  and 
give  small  institutional  investors 
Drexel's  ideas  in  junk  bonds." 

Resnick  put  in  a  call  to  Mike  Mil- 
ken. He  took  it.  She  told  him  she 
could  handle  small  clients  like  the 
Florida  brokerage  and  keep  them 
from  going  to  other  firms  for  junk 
bonds.  Two  weeks  later,  Milken  hired 
her.  That  was  early  1988;  in  her  first 
year  on  the  job,  she  sold  $200  million 
in  bonds  (face  value)  to  small  institu- 
tional clients.  She  was  joined  by  two 
high-yield  trainees  and  former  institu- 
tional salesman  Neil  Dabney. 

Then  disaster  struck.  Resnick  start- 
ed noticing  piles  of  boxes  labeled  for 
the  Securities  &  Exchange  Commis- 
sion. Milken  soon  resigned.  Afiier  he 
left:  she  felt  pressure  to  push  bonds  of 
doubtftil  quality. 

One  day  a  colleague  strongly  urged 
her  to*sell  some  Eastern  Air  Lines 
bonds  to  her  clients — trading  around 
75  cents  on  the  dollar — out  of  Drex- 
el's inventory.  "1  didn't  think  they 
were  appropriate  for  my  customers,  so 
I  said  no.  That  was  the  day  I  figured  it 
was  time  to  go  out  on  my  own."  The 
bonds  now  trade  around  4  cents. 

Dabney  decided  to  leave  with  her, 
and  the  two  began  quietly  interview- 
ing at  other  firms.  This  time,  the 
reception  was  warm.  But  while  they 
were  interviewing,  Dabney  and  Res- 
nick realized  that  they'd  really  rather 
start  their  own  firm.  They  told  Drexel 
of  their  plans  in  late  1988  and  re- 
mained at  the  firm  for  six  months 
while  they  hunted  for  space. 

By  that  time,  the  Drexel  association 
had  become  a  liability.  "We  went  to 
the  NASD  and  told  them  we  were  from 
Drexel  and  wanted  to  start  our  own 
firm.  They  looked  at  us  like  we  had 
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three  heads,"  says  Resnick.  But  a  local 
bank  was  willing  to  gamble  on  them, 
and  several  hundred  of  Resnick's  and 
Dabney's  clients  were  set  to  move 
their  accounts.  So  Dabney/Resnick 
passed  Nasdaq  muster  and  opened  for 
business  in  Beverly  Hills  in  July  1989. 
The  firm  consisted  of  six  employees. 

More  bad  luck — which  turned  into 
good  luck.  Spooked  by  terrible  pub- 
licity in  the  media,  the  junk  bond 
market  collapsed  just  after  they  set  up 
shop.  This  turned  out  to  be  an  oppor- 
tunity in  disguise.  Most  junk  bonds 
had  become  screaming  bargains 
(Forbes,  Apr.  30,  1990).  While  most 
brokers  and  most  of  the  business  me- 
dia were  telling  people  to  get  out  of 
junk  bonds,  Resnick  and  Dabney 
urged  their  clients  to  buy.  The  market 
rebounded  and  their  clients'  returns 
were  phenomenal. 

Always  conservative,  Dabney/Res- 
nick paid  off  its  bank  debt  after  just 
four  months  in  business.  Now,  with  a 
couple  of  years  of  handsome  returns 
on  its  high-yield  portfolios — up  36% 
in  1991  and  39%  in  1992— Dab- 
ney/Resnick has  expanded  its  money 
management  for  high  net  worth  indi- 
viduals and  corporate  finance.  Last 
year  the  80-person  firm  traded  ap- 
proximately $2.5  billion  in  bonds  and 
also  advised  on  about  $1  billion  in 
leveraged  buyouts,  restructurings  and 
financings. 

Neil  Dabney  attributes  his  part- 
ner's success  to  this:  "Fear  of  failure 
or  rejection  will  not  enter  her  mind," 
he  says.  "She  believes  in  herself  and 
those  around  her;  that  we  will  succeed 
even  if  it  looks  overwhelming  on  the 
surface." 

Living  in  a  Malibu  home  and  bask- 
ing in  her  hard-earned  success,  Res- 
nick reflects.  Being  a  woman  and 
lacking  an  M.B.A.  degree  were,  as  it 
turned  out,  not  real  hurdles.  Raising 
children  alone,  she  says,  taaght  her 
everything  she  needed  to  know  about 
managing  a  brokerage  firm  success- 
fiilly.  "If  you  can  get  your  employees 
to  play  well  with  others,  share  their 
toys  and  remember  the  golden  rule, 
you'll  do  okay." 

For  women  who  want  to  make  it  on 
Wall  Street,  Resnick  has  this  advice: 
"Don't  make  barriers  where  there 
aren't  any.  Work  hard,  of  course,  but 
do  not  become  one  of  the  boys.  Stay  a 
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Art  market  timer 

Now  MAY  BH  THE  TIME  to  buy  art. 
Straw  in  the  wind:  Robert  Mnuchin, 
who  recently  paid  $1.1  million  for  a 
Mark  Rothko  painting  that  fetched 
$3  million  three  years  ago.  But  the 
Rothko  won't  hang  among  Mnu- 
chin's  highly  praised  private  collec- 
tion of  abstract  expressionists.  In- 
stead, as  one  of  the  first  acquisitions  of 
C&M  Arts  L.P.,  an  art  ftind  Mnuchin 
started  with  Los  Angeles  dealer  James 
Corcoran,  the  Rothko  will  be  set  aside 
in  hopes  that  it  can  be  sold  at  a  fat 
profit  in  three  to  five  years. 

Mnuchin,  59,  is  the  former  Gold- 
man, Sachs  managing  partner  who 
helped  develop  the  institutional  equi- 
ty trading  market.  Afl:er  retiring  in 
1990,  he  renovated  a  country  inn  in 
Connecticut's  Litchfield  County  with 
his  wife,  Adriana.  Once  the  inn  was 
up  and  running,  Mnuchin  set  about 
raising  money  for  the  art  ftind.  With  a 
typical  investment  of  about  $1  mil- 
lion, the  fijnd  has  already  attracted 
over  $10  million  in  the  private  place- 
ment market. 

"The  sensible  way  to  invest  is  when 
the  values  are  there,"  says  Mnuchin, 
who  admits  to  buying  a  number  of 
paintings  for  his  own  collection  at  the 
peak  of  the  market.  "It's  much  easier 
to  buy  when  things  are  in  fashion  and 
more  difficult  when  things  are  uncer- 
tain, but  uncertainty  can  create 
opportunity." 

With  Corcoran,  Mnuchin  also  co- 
manages  C&M  Arts,  a  commercial  gal- 
lery, which  is  elegantly  housed  in  the 
first  two  floors  of  his  Upper  East  Side 
town  house.  Both  the  fund  and  the 
gallery  focus  on  paintings  by  big- 
name  artists  from  the  1940s,  1950s 
and  1960s — among  them  Rothko, 
Willem  de  Kooning  and  Jackson  Pol- 
lock. Mnuchin  promises  that  the 
gallery  and  the  fiind  will  not  buy  from 
or  sell  to  each  other.  As  the  fund's 
biggest  investor,  he  adds,  he  has  a 
strong  personal  interest  in  making  its 
value  grow. 

-Christie  Brown 


New  to  The  Four  Hundred 

The  CABLE  television  industry  is  los- 
ing an  owner,  but  The  Forbes  Four 
Hundred  is  gaining  a  new  member. 
Meet  Gustave  Hauser,  who  has  just 
agreed  to  sell  two  cable  systems  in  the 
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ABOVE: 
Art  investor 
Robert  Mnuchin 
A  Rothko 
at  60%  off. 


Gustave  Hauser, 
Hauser 

Communications 
From  a  salary 
to  $300  million 
in  ten  years. 


Washington,  D.C.  area  to  Southwest- 
ern Bell  for  $650  million.  Hauser's 
75%  interest  in  the  systems  will  net 
him  over  $200  million.  This,  plus 
earlier  gains  from  two  Minnesota  ca- 
ble properties,  pushes  his  net  worth 
close  to  $300  million. 

Hauser,  63,  was  a  lawyer  for  the 
Department  of  Defense  until  1960, 
when  he  left  government  service  for  a 
job  at  GTE.  From  there  he  moved  to 
Western  Union  International.  In 
1973  Warner  Communications' 
Steve  Ross  recruited  him  to  build 
Warner's  then-nascent  cable  televi- 
sion business.  "Cable  was  just  getting 
started,"  Hauser  recalls.  "It  was  really 
small  potatoes." 

His  timing  was  superb.  Revenues  at 
the  cable  business  grew  to  over  $500 


million  by  1983.  Then  Hauser  left 
start  Hauser  Communications. 
1983  he  bought  a  cable  system 
Arlington,  Va.;  three  more  system 
Maryland  and  Minnesota  soon  I 
lowed.  "Money  flocked  to  me," 
says.  "Banks,  institutions — all  Wan 
to  lend  me  money." 

Hauser  says  he  sold  out  to  Sou 
western  Bell  because  he  believes 
fiiture  of  cable  lies  in  interactive  i 
vision,  and  the  Baby  Bell  can  h 
develop  the  technology  needed 
operate  such  a  system.  "After  scvi 
discussions,  I  felt  that  Scnithwcsti 
had  a  similar  vision  of  where  the  ca 
industry  should  be  going,"  he  s. 
"Of  course,  the  money  didn't  hi 
either." 

How  does  it  feel  to  be  a  new  nic 
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Fry  with  us  direct  from  New  York  to  Singapore  six  times  weekly  via  Frankfurt 
or  Brussels  on  our  exclusive  MEGATOP™  747-400s.  From  Singapore,  we  offer  immediate 
connections  to  major  cities  throughout  Southeast  Asia.  We  fly  across  five 
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ber  of  The  Forbes  Four  Hundred?  "If 
I  knew  that  all  my  work  would  land 
me  on  your  list,"  Hauser  jokes,  "I 
might  just  have  stayed  in 
government."       -Steven  Zausner 

Gookware  tiger 

From  out  of  nowhere,  Stanley 
Cheng  has  become  the  top  seller  in 
the  U.S.  market  for  expensive  cook- 
ware.  At  45,  Cheng  is  president  of  his 
family's  Hong  Kong-based  Meyer  In- 
ternational. Meyer  sells  lots  of  cheap 
aluminum  pots  and  pans  across  Asia, 
but  very  expensive  cookware  in  the 
U.S.  Its  Circulon,  Anolon  and  Stee- 
lon  brands  sell  in  the  better  depart- 
ment stores  for  as  much  as  $95  for  a 
frying  pan,  and  up  to  $213  for  a  large 
roaster. 

In  a  highly  competitive  cookware 
market,  Cheng  has  differentiated  his 
high-priced  pots  and  pans  by  making 
them  with  nonstick  surfaces  and  heat- 
resistant  plastic  handles. 

Snooty  gourmet  cooks  may  still 
shudder,  but  lots  of  people  appreciate 
handles  that  stay  cool  and  surfaces 
that  are  easy  to  clean.  Meyer  Interna- 
tional did  $50  million  worth  of  busi- 
ness (wholesale)  in  pots  and  pans  in 
the  U.S.  last  year,  five  times  what  it 
did  five  years  ago. 

Cheng,  who  earned  an  engineering 
degree  from  Oregon  State  University, 
has  big  hopes  for  the  North  American 
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Mullen  Advertising's  James  Mullen 
He'll  stop  at  two  car  accounts. 


Free  Trade  Agreement.  He  is  plan- 
ning to  build  a  $10  million  plant  in 
Vallejo,  Calif,  20  minutes  north  of 
San  Francisco.  "Now  we  can  say  we're 
made  in  America,"  says  Cheng,  who 
adds  that  he  plans  to  sell  a  substantial 
amount  of  the  plant's  output  to  Mexi- 
co and  Canada. 

-Christopher  Palmhri 

The  greatest  race  of  all 

James  X.  Mullen  has  been  chasing 
cars  for  over  30  years.  He's  raced 
them — he  won  twelfth  place  at  Lc 
Mans  in  1984  and  first  at  Florida's 


Cookware  maker  Stanley  Cheng 

Pots  and  pans  for  the  upper  classes. 


prestigious  12  Hours  of  Sebring  th 
year  before — and  he's  collected  them 
currendy  his  collection  numbers  15. 

In  his  business  life,  too,  Mulle 
likes  cars.  In  1990  Mullen's  advertis 
ing  agency,  Mullen  Advertising  Inc. 
chased  and  won  the  Rolls-Royce  Mo 
tor  Cars  account  in  the  U.S.,  a  ve 
prestigious  account  worth  an  estimat-l 
ed  $5  million  a  year  in  billings.  Then, 
last    month,    Mullen    caught    some] 
much  bigger  car  business:  the  creativ 
end  of  BMW  of  North  America's  $8 
million  ad  account.  (Another  agency,! 
New  York's  DeWitt  Media,  Inc.,  will] 
handle  media-buying.) 

Mullen,  now  52,  started  writing  ad; 
copy  in  the  1960s,  when  he  was  work- 
ing for  racing  sail  maker  Ted  Hood. 
When  Hood  sold  his  company  in 
1970,  Mullen  opened  his  own  agen- 
cy, hoping  to  make  enough  money  to 
build  a  boat  and  sail  around  tlic 
world.  "I  didn't  know  any  other  busi- 
ness you  could  start  with  no  capital," 
he  says. 

The  boat  never  got  built,  but  Mul- 
len's agency  has  grown  to  $150  mil- 
lion in  billings  from  such  clients  as 
Timberland,  Boston  Whaler,  Digital 
Equipment,  Veryfine,  Reebok,  Rolls 
and  now  BMW.  Mullen  likes  to  con- 
duct his  business  from  large  mansions 
on  large  estates.  After  the  last  one 
burned  to  the  ground  in  1987,  he_ 
moved  his  operations  to  Penguin 
Hall,  a  79 ,000 -square -foot  Jacobean 
mansion  on  a  50-acre  estate  in  Wen- 
ham,  Mass.,  about  20  miles  north  of 
Boston. 

For  BMW,  Mullen's  chief  challenge 
will  be  to  enhance  the  marque's  ap- 
peal to  women  and  families,  without 
losing  its  loyal  performance-minded 
buyers.  Mullen's  first  ads,  for  BMW's  5 
Series  and  its  new  3  Series  convertible, 
will  appear  in  the  spring. 

Intriguingly,  half  a  dozen  car  ac- 
counts— Porsche,  Mercedes-  Benz 
and  Jaguar  among  them — recently 
have  been  up  for  grabs.  But  Mullen 
says  he  didn't  pursue  those  and  won't 
pursue  any  other  car  accounts.  Why 
risk,  up.setting  Rolls-Royce  and  BMW? 

'i  love  cars,"  says  Mullen.  ''But  I 
love  advertising  more.  Business  is  the 
greatest  race  of  all." 
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Oiporate  Emnronmenlalism 


We're  all  in  it  together. 


Environmental  protection  is  everyone's  business. 
AM-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
American  Re-Insurance  Company,  has  specialists  in 
environmental  technology  and  reinsurance.  We 
believe  it's  time  to  stop  focusing  our  efforts  on  who's  to 
blame  for  past  pollution  and  start  opening  lines  of 
communication  on  how  to  minimize  it  for  the  future. 
We  need  to  establish  achievable  goals  for  cleaning  up 
existing  sites.  To  resolve  disputes  outside  the 
courtroom  to  lessen  'frictional  costs'  so  our  nation's 
Superfund  dollars  aren't  wasted  on  litigation.  To  pool 


our  resources  in  research  and  technology  so  we're  all 
not  wasting  so  much  energy  tackling  the  same 
problems.  To  accept  that  our  economic  behavior  may 
have  to  change  in  the  short-term,  if  we  are  to  achieve 
our  long-term  goals.  And  most  importantly,  we  have  to 
build  trust.  Because  though  we  may  compete  in  the 
marketplace,  we're  all  in  this  world  together. 

Communication  is  the  first  step  toward  cooperation. 
Let's  start  talking  about  ways  we  can  work  together. 
For  more  information  on  Corporate  Environmentalism, 
call  Corporate  Communications  at  609-243-4339. 


AM-RE  SERVICES,  INC. 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 

Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Ch;-ago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis,  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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money  and  by  providing  printing  presses,  electronic 
equipment  and  invaluable  publicity  worldwide.  They 
nurtured  Solidarit}',  and,  as  they  say,  the  rest  is  history'. 

Unlike  other  Western  organizations,  the  AFL-CIO 
never  gave  in  to  the  temptation  to  consort  with  organiza- 
tions that  were  really  fronts  for  collaborators  with  com- 
munism. In  the  late  1940s,  when  communism  was  a 
major  factor  in  the  labor  movement.  Lane  and  others 
fought  ceaselessly  to  exorcise  its  influence.  As  a  result, 
American  freedom  and  politics  benefited  enormously. 

All  you  have  to  do  is  look  at  Europe's  politics,  its 
countries'  often  lukewarm  responses  to  aggression  and 
overtures  from  the  Soviet  Union  to  see  how  invaluable 
the  AFL-CIO  and  Lane  were  to  the  fight  for  freedom. 
That  kind  of  thing  does  not  make  a  big  splash  in  the 
history  books,  but  those  of  us  who  study  that  period 
now  and  in  the  fiiture  will  recognize  what  extraordinary 
figures  Lane  Kirkland  and  the  AFL-CIO  were. 

Moreover,  Lane  and  his  colleagues  are  not  resting  on 
their  laurels.  Today  they  are  encouraging  and  promot- 
ing authentic  representatives  and  organizations — not 
simply  puppets  of  political  parties 
or  governments — for  working 
people  in  many  countries.  So,  in 
an  age  of  little  people.  Lane  is  a 
true  giant.  It's  been  a  privilege  to 
work  with  him  over  the  years  on 
the  Board  for  International 
Broadcasting. 

It  is  very  thrilling  tonight,  and 
fitting,  that  Radio  Free  Eu- 
rope/Radio Liberty  is  being  hon- 
ored. Too  often  traditional  diplo- 
mats and  military  strategists  do 
not  ftiUy  recognize  what  potent 
instruments  and  powerfial  weap- 
ons radio  broadcasts  are.  There  is  nothing  more  effective 
at  influencing  events  on  a  daily  basis  than  radio.  Diplo- 
mats tend  to  work  with  other  diplomats  and  govern- 
ments, and  they  develop  a  myopia.  Their  tendency  is  to 
downplay  or  underappreciate  the  impact  that  ideas  and 
information  have  on  events  in  other  countries,  on  the 
world  and  on  public  opinion  in  general.  Too  often  they 
see  themselves  as  molders  of  history  rather  than  as  the 
instruments  of  history. 

A  strong  military  is  central  to  defending  and  advancing 
a  society's  interests,  but  one  hopes  military  weapons 
never  have  to  be  used,  that  they  are  a  deterrent  just  by 
being  there.  But  with  radio  broadcasts,  there  is  an  interac- 
tion with  millions  of  people  on  a  day-to-day  basis — a 
waging  of  the  war  of  ideas.  Unfortunately,  in  the  past 
radio  has  not  always  been  used  in  the  defense  of  freedom. 
Totalitarians  Goring  and  Goebbels  recognized  radio's 
potential  in  the  Thirties  in  Germany;  later  the  U.S.S.R. 
recognized  it;  and  Iran  is  using  it  today. 

RFE/RL  is  unique  in  that  it  does  what  we  call  "surro- 
gate broadcasting"  or  "home  radio  service  broadcast- 
ing." Unlike  any  other  international  broadcaster, 
RFE/R1>  places  an  extraordinary  focus  on  the  internal 
events  within  the  countries  to  which  it  broadcasts  and 
on  events  in  neighboring  countries  that  will  have  an 
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impact  on  or  an  interest  in  the  target  country. 

Another  difference  between  RFE/RL  and  other  bn 
casters — and  I  hope  people  keep  this  in  mind  as  they 
at  what  U.S.  government  broadcasting  should  be  i 
fiiture — is  "cross-reporting."  This  is  when  we  tak 
event  that  happens  in  one  countr)%  such  as  a  de 
translate  it  and  transmit  it  to  a  neighboring  country  w! 
the  subject-matter  is  also  of  major  importance. 

Another  essential  part  of  what  RFE/RL  has  done, 
what  I  believe  is  a  real  heritage  for  the  ftiture,  is 
research  and  archival  service.  RFE/RL  is  not  a  "rip-j  P^'^ 
read"  service.  We  do  not  just  take  what  comes  across  W  ^ 
wires  and  broadcast  it.  We  broadcast  what  is  an  analysi  F''" 
culture,  literature  and  events.  And,  as  a  result  of  ^^i} 
enormous  research  capability,  we  have  the  largest  arch  ctooR 
on  Eastern  and  Central  Europe  and  probably  the  larj  Jnaeei 
on  the  former  Soviet  Union.  ould-^ 

All  the  samizdat  material  is  in  the  archives.  Du|  ii,  ^^ 
communism's  reign,  anyone  who  wanted  something  cjnt 
portant  to  see  the  light  of  day  sent  it  to  our  headquar  it™f' 
in  Munich.  Munich  became  a  true  crossroads  for  Hpfiso'' 

and  West.  The  archival  sen)  -of  ^^ 
and  the  analysts  at  Munich  <  come  I 
abled  RFE/RL  to  do  features  plinth 
analyses  that  gave  an  immediainotw. 
a  texture  and  a  depth  to  i  Of  the 
broadcasts  that  othervsdse  woi  result 
have  been  impossible.  Iwtbn 

Finally,  broadcasting  indepii/Ri 
dence  is  absolutely  essential — a  pliv  i 
something    that    RFE/RL    Hfoamt 
Thanks  to  the  Board  for  Inter)  :n  the 
tional    Broadcasting,    there    isiWiJ 
shield  between  RFE/RL  and  1  tad  of 
State  Department  and  others  w  i.  Vet ! 
are     involved     with     diploma:  kott 
Without  that  shield  and  independence,  the  temptati  ' 
to  meddle  in  broadcasting — as  was  seen  with  Voice  |i 
America  in  Iraq  and  in  other  regrettable  instancesHtjusti 
absolutely  irresistible  to  policymakers.  If  there  is  go*^ 
to  be  a  reorganization  of  the  Radios,  that  shield  It  ... 
better  remain  in  place  or  there  will  no  longer  be  seritldt  1 
surrogate  broadcasting.  There  will  be  simply  anot'l 
international  broadcaster.  * 

The  impact  of  the  Radios  in  Eastern  Europe,  i 
course,  has  been  enormous.  They  broke  the  monopt 
on  information.  Communism  was  the  20th-ccntt 
version  of  serfdom,  and  it  could  only  survive 
isolation.  Because  we  broke  through  the  isolation  ba| 
er,  communism  was  not  able  to  silence  the  idea  that  \| 
could  have  an  alternative  system  of  individual  ch( 
and  responsibility. 

Today  the  forces  of  darkness,  unfortunately,  are 
strong,  and  people  like  Vaclav  Havel  of  the  Czech  repij 
lie,  Jozsef  Antall  of  Hungar)',  Boris  Yeltsin  of  Russia 
Lech  Walesa  of  Poland  have '  all  testified  that  the 
government  needs  to  remain  involved  in  the  affairs  of  J 
world.  All  of  them  have  consistently  said  that  Radio  " 
Europe/Radio  Libert}'  still  has  a  vital  part  to  playj 
helping  their  countries'  transitions  to  democracy  and  f 
markets.  We,  in  this  information-saturated  society,  do 
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ciate  that  their  domestic  media  are  superficial,  still 
corrupt,  inflammatory  and  unreliable.  The  forces  of 
icvq  cracy  in  their  countries  see  RFE/RL  as  a  model  for 
lo  ding  depth  of  news,  analysis  and  objectivity.  They 
;  playing  an  important  role  in  damping  the  flames  of 
;  passions  and  in  helping  to  keep  their  people  calm, 
ew  months  ago  some  Yugoslav  journalists  came  to 
ch  and  asked  some  pointed  questions:  "Why  isn't 
J.S.  doing  these  kinds  of  broadcasts  to  Serbia  and 
cjda,  especially  Serbia?  Don't  you  realize  that  because 
overnment  controls  the  media  in  that  country,  it  is 
to  inflame  ethnic  hatreds,  v^^hich  were  already  at 
pitch,  and  that  that  is  why  you  have  the  tragedy 
ding  there  now.>" 

;  took  those  words  to  heart  and  went  to  the  Office 
anagement  &  Budget  and  said  that  for  $3  million 
ould  set  up  a  broadcast  service  in  a  few  months  in 
)m  :a,  Croatia  and  Albania.  OMB  said, 
ng"  can't  afford  it."  Now,  those  may  not 
m  le  words  of  isolationism,  but  they  are  an 
ir  II  )f  isolationism.  That  is  how  isolation- 
sen  -or  what  is  called  neo-isolationism — 
h :  :ome  back.  It  will  not  manifest  itself  as 
es;  1  in  the  1920s  and  1930s,  but  Congress 
dij  not  want  to  devote  the  resources  need- 
3r  the  U.S.  to  do  its  proper  job  today. 

0  result  will  be  the  same, 
lat  brings  us  to  the  role  of  the  U.S.  and 

cA/RL  in  today's  world.  Only  the  U.S. 
play  the  global  role  of  preserver  of  an 
fonment  where  freedom  can  flourish. 

:ei  ;n  the  success  of  surrogate  broadcasting, 
hould  be  providing  it  to  other  countries 
ad  of  trying  to  find  ways  of  putting  it  out  of  busi- 
Yet  RFE/RL  is  now  in  a  fight  for  its  life, 
le  other  day  a  U.S.  senator  introduced  a  bill  to  stop 
funding  under  the  guise  of  reducing  the  budget 
cit.  [The  Clinton  Administration's  budget  officials 

;. ;  just  made  a  similar  proposal.]  Our  operating  budget 

;o  «th  of  1%  of  the  U.S.  budget,  and  this  senator's  bill 

1  lid  put  us  out  of  business  in  the  name  of  fighting  the 
cit.  That's  not  even  penny-wise,  pound-foolish! 
It's  the  kind  of  attitude,  though,  that  is  too  prevalent 
Congress  and  parts  of  the  country  nowadays. 

t  is  ironic  that  people  who  think  of  themselves  as 

ipjaocracy's  friends  would  unwittingly  ally  themselves 

anti-Semites,  militarists,  extreme  nationalists  and 

nic  cleansers.  Talk  about  strange  bedfellows! 

hat,  of  cours^-,  leads  to  the  ultimate  question:  "Does 

end  of  the  Cold  War  mean  that  the  role  of  radios, 

ether  RFE/RL  or  others,  is  over.''"  The  answer  obvi- 

iily  is  "no."  Because  an  instrument  was  used  in  one 

iiflict  does  not  mean  it  cannot  be  used  after  that 

)i|iflict  is  over.  I  am  reminded  of  an  article  that  appeared 

JForbes  magazine  right  after  World  War  I.  (We  were 

[iinded  in  1917.)  The  focus  of  the  article  was  "Will  there 

1  * 

ja  role  for  trucks  when  the  war  ends?"  Did  the  end  of 
C|)rld  War  II  mean  that  jet  engines  would  no  longer  be 
ijided?  And,  likewise,  just  because  surrogate  broadcast- 
K  succeeded  in  the  Cold  War  does  not  mean  that  it 
iiiot  be  used  in  a  post-Cold  War  world. 


mh 


The  blunt  truth  is  that  only  twice  before  in  this 
century  has  the  world  situation  been  as  fluid  as  it  is 
today — once  following  World  War  I  and  again  follow- 
ing World  War  II.  After  WWI,  America  sank  into 
isolationism.  After  WWII,  we  took  a  very  proactive 
approach  in  Asia  and  one  even  more  so  in  Western 
Europe,  with  ideas  such  as  NATO,  the  Marshall  Plan, 
Bretton  Woods,  the  European  Payments  Union,  the 
European  Coal  and  Steel  Communit)\  These  and  other 
measures  helped  get  Europe  back  on  its  feet.  The 
question  today  is:  "In  which  direction  will  we  go?" 

Radio  broadcasting,  particularly  surrogate  broadcast- 
ing, is  not  the  be-all  and  end-all  of  the  post-Cold  War 
world.  But  in  helping  to  create  an  environment  for 
promoting  growth,  tolerance,  pluralism  and  democracy, 
home  service  radios — as  exemplified  by  RFE/RL — are 
unmatched  in  both  cost-effectiveness  and  impact  on 
millions  of  people. 

I  think  we  should  be  inspired  by  what  we 
did  in  Western  Europe  after  WWII.  It  was 
America  at  its  best,  and  we  helped  nurture 
the  attitude  and  the  institutions  that  devel- 
oped an  extraordinary  new  way  of  life  there. 
It  was  democracy  and  the  security  that 
makes  democracy  possible  that  encouraged 
economic  growth  and  individual  choice — 
and  by  individual  choice  I  mean  giving  peo- 
ple the  notion  that  they  can  develop  in  life, 
that  there  is  a  moral  purpose  in  developing 
all  of  your  talents. 

I  think  that  America  can  once  again  help 
other  countries  learn  that  there  is  more  to 
life  than  setding  old  scores.  Tonight  I 
hope  that  we  will  celebrate  not  only  what  RFE/RL  and 
others  have  done  but  what  they  can  do  in  the  future. 
Remember  that  at  the  beginning  of  this  century,  and 
particularly  in  the  United  States,  there  was  total  faith  in 
progress.  We  knew  there  were  a  lot  of  problems,  but  we 
believed  the  new  century — the  20th  century — would  be 
unprecedented  in  terms  of  material  wealth  and  in  ad- 
vancements in  democracy  and  the  rule  of  law.  Even 
autocratic  Russia  was  lumbering  toward  a  constitutional 
monarchy.  Then  came  World  War  I,  the  seemingly  sense- 
less slaughter  that  led  to  the  undermining  of  faith  in 
Western  institutions  and  to  the  rise  of  communism, 
fascism  and  Nazism.  It  took  another  world  war  to  bring 
down  Nazism  and  fascism.  It  took  40-plus  years  of  Cold 
War  to  bring  down  Soviet  communism.  So  in  a  sense  we 
are  where  we  were  spiritually  and  diplomatically  in  1914. 
As  Europe  was  careering  toward  war  in  1914,  very 
few  people  realized  the  magnitude  of  the  impending 
catastrophe.  Sir  Edward  Grey  was  one  of  those  who 
did,  and,  as  many  of  you  know,  he  said:  "The  lamps  are 
going  out  all  over  Europe;  we  shall  not  see  them  lit 
again  in  our  lifetime." 

Ladies  and  gendemen,  if  the  United  States  recognizes 
and  develops  its  strengths  at  home  and  pursues  strong 
and  responsible  policies  overseas,  those  lamps  can  be  relit, 
not  only  in  Europe,  but  throughout  the  world,  not  only 
for  our  generation,  but  for  generations  to  come. 

Thank  you  ver)^  much.  WM 
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Want  to 

hammer  down 

investment 

security? 

Investment  security 

and  profit  opportunities 

are  goals  of  most  investors. 

Stock  options  may  hielp  you 

acfiievetfiose  goals. 

Because  options  provide tfiings 

that  bank  accounts  can't,  insurance  can't, 

CDs  can't,  money  markets  can't, 

mutual  funds  can't,  and  bonds  can't. 

Namely,  options  give  you 

investment  options.  And  thiat  makes 

options  a  uniquely  versatile  and  valuable 

investment  tool -one  thiat's  used 

by  individual  investors  as  well  as  many  of 

the  world's  largest  institutions. 

But  do  you  know  what  a  stock  option  is? 

Do  you  know  the  best  way  to  utilize 

the  Options  Tool? 

Today,  options  are  traded  on  more  than 

1,000  stocks-from  blue-chip  issues 

of  the  nation's  major  firms 

to  middle-capitalization, 

high-growth  equities. 


Want  to 
pry  up 
new 
profits? 

Do  you  know  how  to  use 

the  Options  Tool's  flexibility, 

diversification  and  control? 

We'll  send  you  a  Free 

instruction  videotape  and  options  guide 

plus  an  options  disclosure  document 

to  help  you  decide  whether  to  add 

the  valuable  options  tool 

to  your  investment  equipment. 

Options  involve  risk 

and  are  not  for  everyone. 

But  if  you  seek  options,  call  now! 

With  the  Options  Tool, 

you  might  hit  your  investment  goals 

righton  the  head! 

Call  nov^  for  your  valuable  Free 
videotape  ''The  Options  Tool- 
Understanding  Stock  Options^' 
plus  a  Free  options  guide 
and  options  disclosure  document. 

1-800-952-TOOL 


The 

Options  Industry 

Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ER  C  S.  HARDY 


h  more  December-quarter  earn- 
5  reports  now  in,  1992  earnings  on 
S&P  500  index  seem  likely  to  settle 
round  $21.71  (after  nonrecurring 
ns),  well  ahead  of  the  $15.97  re- 
ded in  1991.  This  is  despite  hor- 
dous  writeoffs  at  IBM  and  General 
>tors. 

arnings  gains  thus  bring  the  trail- 
price/earnings  ratio  of  the  s&P 
A^n  to  24.  That's  slighdy  lower  than 
/as  a  few  months  ago,  but  still  high 
historical  standards.  Note  also  that 
average  dividend  yield  of  stocks 
?  next  pa0e)  has  been  cut  nearly  in 
f  since  1984,  to  under  3%. 
'hilip  Roth,  Dean  Witter's  chief 
hnical  market  analyst,  is  one  of 
)se  very  skeptical  about  ftirther 
ns  in  the  overall  market.  But  he 
es  find  some  pockets  of  value,  for 
imple  in  materials  suppliers  like 
prus  Minerals  and  Nalco  Chemi- 
,  and  big  oil  companies  like  Chev- 
d  and  Mobil. 


Special  focus 


The  overall  market 


t  rarely  makes  sense  to  pay  very  high  fees  to 
;et  into  even  a  top-performing  fund.  But  to 
»ay  high  fees  and  get  mediocre  perfor- 
nance?  Buyers  must  be  crazy.  These  funds 
11  underperformed  the  S&P  500  index 
)ver  the  last  ten  years,  yet  are  running  up 
xpenses  higher  than  those  of  the  aver- 
"ige  fund. 

Pricey  funds 


Fund 

10-year       5-year 
annualized  cumulative 
total  return    expense 

American  Inv  Growth 

2.5% 

$126      : 

Natl  Worldwide  Opp 

3.9 

165      : 

Lord  Abbett  Dev  Growth 

5.9 

114    : 

Merrill  Lynch  Spec  Value   6.2 

142     ^ 

Alliance  Global-Sm  Cap 

7.3 

169 

Security  Ultra     ' 

7.7 

130 

Rea-Graham  Balanced 

8.3 

150 

Security  Investment 

8.7 

120 

Oppenheimer  Fund 

9.2 

112 

Putnam  Strategic  Inc 

9.6 

118 

Source:  Morningstar. 
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The  Barra  All-US  index  as  of  2/18/93: 

Market  value;  $4,321.1  billion 

P/E:  23.8 

P/E  minus  negative  EPS:  17.0 

Price/book:  2.4 

Yield:  2.6% 


12-month  closeup 


2500 


2400 


2300 


Performance 

Last  4  vi/eeks 
Since  12/31/92 


Price      Total  return 

-1.5%        -1.2% 
-1.1  -0.7 


2200       ■  Barra  index 

■  200-(tay  moving  average 


'85       '86       '87       '88       '89 
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'92 

'93 
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'92               '93    1 

Closeup  on  the  market                                                                       | 

%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index' 

S&P/Barra  Value  index^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  futures  index  ^^ 

Gold' 

Yen'(per$US) 

Oil' 


2-week  change 


The  best  and  worst  performing  stocks- 


m 

Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993 
EPS' 

ICN  Pharmaceuticals 

141/4 

16  3/4 

37% 

24 

24 

NA 

NA 

$1.36 

Kentucky  Cent  Life  Ins 

Netrix 

PacifiCare  Health  Sys 

23/4 

9 
34 

-65% 

$1.35 

Hollywood  Park 

-59 

-40 

0.56 

Input/Output 

13 
9 

2.60 

Wheeling  Pittsburgh 

22 

NA 
0.27 

Student  Loan  Corp 
Checkpoint  Sys 

151/2 
12 

-38 

NA 

Global  Natural  Res 

71/8 

19 

-38 

0.70 

The  best  and  worst  performing  industry  factors^ 


2-week 


Since 


Best 

change 

12/31/92 

Worst 

Forest  products 

7.7% 

25.3% 

Coal  ft  uranium 

Precious  metals 

3.1 

5.7 

Health  care 

Oil  refining  &  distribution 

0.0 

3.1 

Apparel,  textiles 

Misc  mining  &  metals 

-0.2 

6.6 

Leisure,  luxury 

Telecommunications 

-0.7 

3.2 

Misc  finance 

2-week 
change 


Since 
12/31/92 


14.3% 

-13.8% 

-9.7 

-13.5 

-9.3 

-6.3 

-9.2 

-10.8 

-8.9 

-0.8 

"^*?:  Data  for  period  ending  2/18/93.  Ttie  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  wtiich  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets. 

;,  REITs  and  closed-end  funds  are  excluded.   'Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 

'1.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  lov»  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  ^  A  dollar-denominated  capitalization-weighted  index  of 

;"ian  1,000  slocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  *  Index  of  21  commodity  futures. '  Knight-Ridder  Financial  Information. 

'<%  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  ^ShovKS  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 

iid  growth  characteristics.  Multi-industry  firms  have  proportional  contribution-  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corporate  vs.  government  yields 


Corporate  dividend  revisions 
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yield 
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Through  Jan.  31,  1993 


Representative  industry  yields 


Industry 

Auto  &  truck  mfg 

Yield 

Payout 
ratio  ^ 

P/E 

Industry 

Yield 

Payout 
ratio  ^ 

P/E 

5.1% 

NM 

NM 

Household  products 

2.4% 

35% 

19 

Banking 

4.1 

34% 

9 

Integrated  petroleum 

4.9 

103 

17 

Basic  chemicals 

4.3 

97 

21 

Pharmaceuticals 

2.1 

53 

17 

Electric  utilities 

6.6 

71 

18 

Retailing 

1.8 

24 

35 

Electronics 

1.5 

27           17 

Telecommunications 

4.3 

59          11       j 

Last  year  was  a  bust  for  investors 
like  dividends.  Not  only  were  y 
paltry — Standard  &  Poor's  500-sl 
index  ended  1992  with  a  yield 
below  3% — but  the  payments  on 
s&P  500  rose  only  1.5%,  to  $12.31 

This  year  is  off  to  a  better  si 
however.  Standard  &  Poor's  rep< 
20  dividend  cuts  or  omissions  in  J; 
ary  1993,  down  10%  from  Jani 
1 992 .  Among  the  casualties  were  i] 
Sears,  Food  Lion  and  Enserch 
brighter  note,  146  companies  (oul 
1,807  dividend  payers  in  the  s&P 
verse)  raised  their  dividends  in  Jai 
ary,  a  count  that  was  up  18%  fr( 
January  1992. 

On  balance,  predicts  S&P  marl 
analyst  Arnold  Kaufrnan,  dividei 
on  the  S&P  500  index  should  climl 
healthy  6%  this  year,  to  $13.10.  Tl 
would  put  the  coming  yield  on 
index  at  just  over  3%,  based  on 
recent  closing  price  of  434. 

The  table  lists  ten  high-qual 
bank  stocks  that  yield  at  least  3%  i 
have  a  five-year  dividend  growth  r; 
of  at  least  10%.  Each  bank  is  rated  B 
or  better  for  balance  sheet  strength 
the  Value  Line  Investment  Sui 
Bankers  Trust  NY,  for  example, 
raised  its  dividend  in  each  of  the  p; 
14  years,  with  annual  increases  avi 
aging  10%. 


Solid  banking  &  financial  stocks                            1 

Company 

Price 

Indicated 
rate 

Yield 

EPS3 

Bankers  Trust  NY 

66% 

$3.12 
1.02 

4.7% 

$8.83 

Comerica 

30 '/8 

3.4 

1.92 

CoreStates  Financial 

53 

2.16 

4.1 

4.54 

First  Hawaiian 

28 

1.12 

4.0 

2.70 

First  of  America  Bank 

40^8 

1.40 

3.5 

2.86 

JP  Morgan 

61V8 

2.40 

3.9 

6.93 

National  City 

511/4 

2.08 

4.1 

4.19 

PNC  Financial 

29  3/8 

1.14 

3.9 

2.39 

US  Trust 

53% 

1.88 

3.5 

3.76 

Washington  Federal  S&L 

25^4 

0.96 

3.7 

2.55       1 

Solid  dividends 

1 

Company 

Price 

Indicated 
rate 

Yield 

Payout 
ratio^ 

Alltel 
American  Brands 

47 '/8 

$1.60 

3.4% 

66% 

35 '/8 

1.97 

5.6 

46 

Brown-Forman  8 

78 '/4 

2.72 

3.5 

49 

Harsco 

38V8 

1.40 

3.6 

48 

John  H  Harland 

24^/8 

0.94 

3.8 

59 

Lincoln  Telecom 

24V4 

0.88 

3.6 

49 

Minnesota  Mining  &  Mfg 

103 

3.20 

3.1 

58 

Standard  Register 

17V8 

0.64 

3.6 

46 

Sunstrand 

36 '/8 

1.20 

3.3 

47 

Tennant 

46 

1.28 

2.8 

"  1 

Note:  All  data,  except  where  footnoted,  as  of  2/18/93.  Wield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Int  ^ 
through  1/31/93.  ^Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  ^Trailing  12  months.  NM;  Not  meaningful.  Sources:  N' 
General,  Value  Line,  via  Lotus  One  Source;  Standard  &  Poor's. 
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Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Valuemark 
II  annuity,  including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


Daytime  Phone 


FRANKLIN      VALUEMARK      II 

777  Mariners  Island  Boulevard,  San  Mateo,  CA  94404-1585 


FOB93 
1664 


The  annuity  is  issued  by  North  American  Life  and  Casualty  Company  (NALAC)  or  by  Preferred  Life  Insurance  Company  of  New  York, 

a  wholly  owned  subsidiary  of  NALAC.  The  Valuemark  Funds  are  managed  by  Franklin  Advisers,  Inc.  The  annuity  is  distributed  by 

NALAC  Financial  Plans,  Inc.  /  7 

t  If  you  choose  variable  income  payments,  the  amount  of  your  periodic  check  will  vary,  based  on  the  investment  results  of  funds  selected. 

If  you  choose  fixed-income  payments,  the  amount  of  your  periodic  check  will  never  vary. 

f  t  Any  withdrawals  may  be  subject  to  income  tax  and,  prior  to  age  59  1/2,  a  10%  federal  penalty  tax  may  apply  to  the  taxable  amount. 
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Pimco's  William  Gross  has  delivered 
equity-like  returns  from  bonds. 

Hot  hand 


By  Mary  Beth  Grover 

Before  enlisting  in  the  Navy,  Wil- 
liam Gross  spent  the  summer  of  1966 
at  blackjack  tables  in  Las  Vegas.  He 
was  armed  with  a  psycholog}'  degree 
from  Duke,  the  gambling  book  Beat 
the  Dealer'  h\  mathematician  Edward 
Thorp  and  S200. 

By  the  time  he  donned  his  uniform, 
Gross  was  worth  510,000. 

His  Vietnam  tour  up  three  years 
later.  Gross  decided  Wall  Street  was  a 
smarter  place  to  gamble  than  Vegas. 
To  better  his  odds,  he  got  a  master's 
in  finance  at  the  Universitv'  of  Califor- 
nia at  Los  Angeles.  This  time  Gross' 
timing  was  terrible.  In  a  sluggish  mar- 
ket, he  had  to  settle  for  a  stodg\'  job  as 
a  private  placement  analyst  for  Pacific 
Mutual  Life  Insurance  Co.  in  Los 
Angeles.  Even  there  he  knew  how  to 
calculate  the  odds.  One  of  his  first 
loans  was  for  $10  million  to  an  upstart 
retailer  called  Wal-xMart. 

Before  long  the  Ohio  native  was 
running  Pacific  Investment  Manage- 
ment Co.,  backed  by  Pacific  Mutual 
and  a  group  of  partners.  Since  1973 
Gross,  now  48,  has  run  the  Newport 
Beach,  Calif. -based  firm.  It  now  han- 
dles S41  billion  in  bond  money,  S8 
billion  of  it  in  15  no-load  fijnds.  "Sort 
of  like  the  blackjack  table,  only  100 
times  better,"  says  Gross — echoing 
another  successfiil  Newport  Beach 
moneyman,  none  other  than  math 
whiz  Ed  Thorp. 

Better  because  Las  Vegas  doesn't 
pay  winners  with  recurring  annual 
fees — as  money  management  does. 
Gross'  firm  raked  in  more  than  $100 
million  in  fees  last  year,  and  Gross  gets 
roughly  a  tenth.  He  lives  in  a  $7 
million  home  in  ritzy  Laguna  Beach. 

Gross  is  far  more  eclectic  than  most 
bond  fiand  managers.  They  may  spe- 
cialize in,  say,  junk  bonds  or  Ginnie 
Maes  or  foreign  governments  or 
short-  or  long-term  Treasure's.  Gross 
pays  little  attention  to  categories,  in- 
vesting wherever  he  sees  a  good  deal. 


William  Gross,  manager  of  the  Pimco  Funds 
"Sort  of  like  the  blackjack  table." 


Take  a  gander  at  his  Total  Return 
Fund:  As  of  Feb.  19,  its  top  five 
holdings  were  30-year  Treasury'  bond 
fixtures,  8 -year  French  government 
bonds,  collateralized  mortgage  obli- 
gations issued  by  the  Resolution 
Trust  Co.,  30-year  senior  bonds  of 
AMR  Corp.  and  11%%  debentures  is- 
sued by  CTc:  Mansfield,  a  coal  compa- 
ny in  Ohio.  The  portfolio  also  includ- 
ed paper  from  such  off- brand  issuers 
as  the  Canadian  Wheat  Board  and  the 
Province  of  Alberta. 

By  refiising  to  pigeonhole  his  port- 
folios. Gross  has  rung  up  stellar  re- 
turns. His  Total  Return  Fund,  for 
example,  has  compounded  by  12% 
annually  oxer  the  past  fi\'c  years,  beat- 
ing Lehman's  aggregate  bond  index 
by  1.2  points.  Ever\'  one  of  last  year's 
top  five  intermediate  bond  funds  is 
managed  by  Pimco. 

'T  learned  from  blackjack  when  it 
was  appropriate  to  make  big  bets  and 
little  bets,"  says  Gross.  He  played  a 
gutsy  hand  last  fall.  As  Germany's 
refusal  to  cut  interest  rates  sent  Eu- 
rope's bond  markets  into  a  tailspin, 
Gross  doubled  his  holdings  in  Euro- 


gSiriDI 
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pean  bonds  to  $8  billion.  "Frc 
and    German    bonds    were     be 
thrown  away,"  he  recalls.  So  far 
purchase  has  won  $700  million 
gains  for  Gross'  International, 
Duration  and  Total  Return  ftinds. 

Why  is  Gross  buying  the  7-to- 
year  debt  of  beleaguered  Ameri 
United  and  Delta  airlines.^  He  exp 
them  all  to  keep  flying,  making 
yields  of  up  to  9.75%  irresistil 
"Look  to  the  darkness  rather  than 
light,"  says  Gross.  Citicorp's  balai 
sheet  was  a  dark  and  scar)'  place  wl  -j  a  !*l 
Gross  bought  the  bank  holding  cc  jan.  n 
pany's  12.5%,  12-year  notes. 
notes  were  called  in  Januan% 
Gross  netted  a  total  return  of  ^S40 
over  two  years. 

These  days  Gross  has  about  40?ft^c 
his  assets  in  bond  fiitures — two-thi  •  \Vc 
in  the  U.S.,  the  rest  abroad.  Here  \ 
betting  that  interest  rates  will  k( 
dropping  at  home  and  overseas 
question.  Gross  is  taking  chances 
rates  rise  suddenly,  fiand  investors  ^i^  (■() 
lose  money.  The  overall  interest 
sensitivit}'  of  the  Total  Return  Fundr 
about  the  same  as  that  on  a  SVa-yi  ftun 
zero  coupon  bond.  jmir 

Is  this  chance  worth  taking?  Y  p^\ 
says  Gross:  The  market  is  overestim  58  j 
ing  the  risk  of  fijture  inflation.  H  |  j;^, 
also  counting  on  President  Clinton  n.,; 
plan  to  shorten  the  average  maturi 
of  Treasury'  borrowings.  That  shoi^L 
reduce  the  supply  of  long-tei^  j,,nt^;^ 
bonds,  raising  their  prices  and  lowfi  ..m 
ing  their  yields.  Gross  thinks  30-yt 
Treasure's,  recently  yielding  7. 1%,  v\ 
approach  6.75%  by  summer. 

How  can  investors  tap  into  Pimc( 
expertise.^    It   takes   a   minimum 
5500,000  to  invest  direcdy,  but  y 
can  buy  small  lots  through  Char  , 
Schwab  or  Jack  White.  On  a  $25,0i, 
purchase,  Schwab  charges  a  0.4 
commission.  Either  way,  you  woi 
have  to  worr\'  about  those  maiiat 
ment  fees  eating  you  alive.  Pimcc 
Total  Return  Fund's  overall  expcn.' 
run  a  sting)'  0.43%. 

Mind  you,  Gross  doesn't  prom 
that  newcomers  will  do  as  well  as  I 
older  customers.  Like  any  smart  wi 
ner,  he  knows  you  can't  go  on  wi 
ning  indefinitely.  "We  are  definit< 
at  the  tail  of  the  bull-market  comci 
he  warns.  Sounds  like  a  good  time 
invest  with  someone  who  knows  Ik 
to  calculate  the  odds. 
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J)  t  fret  over  the  strange  trading  between  Marty 
^  man's  two  funds.  The  crafty  money  manager  is 
)ly  saving  taxes  for  his  investors. 
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'S  A  MAGICIAN  for  you.  Martin 
nan,  manager  of  the  open-end 
y  Strategies  Fund,  aims  to  make 
:t  asset  value,  now  $33,  pop  up 
;r  $40  overnight, 
you  can't  get  a  piece  of  this 
—the  fund  is  closed  to  new 
■y.  We  present  the  magic  by  way 
jstrating  what  a  skillfiil  money 
ger  can  do  for  his  investors,  in 
ase  to  protect  them  from  a  dose 
)uble  taxation.  If  you  are  im- 
ed,  you  may  want  to  buy  into 
man's  Third  Avenue  Value 
I,  which  is  still  open  and  where 
•  tax  tricks  should  benefit  inves- 
n  years  to  come, 
fuity  Strategies  is  run  by  Whit- 
,68,  the  veteran  bankruptcy  in- 
►r.  Some  years  ago  he  had  the 
make  a  big  bet  in  the  debt  of  an 
Id  services  company,  now  called 
3rs  Industries,  as  it  came  out  of 
ruptcy.  It  was  a  smart  bet.  The 
converted  into  Nabors  com- 
now  worth  $83  million,  six 
s  what  the  fiind  paid  for  the  stake, 
ouble  is,  that  lopsided  winner 

ualifies  Equity  Strategies  from  fa- 
ble tax  treatment.  In  order  to  pass 

ugh  trading  profits  to     ^^^^ 
^leholders    without    in-  | 

ing  a  corporate  tax  of  f 

own,  a  fiind  must  be 

rsified.  Nabors  made  so 

'|:h  money  for 'the  fiind 

it  seriously  unbalanced 

portfolio,   coming   to 

esent    92%    of    gross 

ts. 

Jow  it's  possible  to  run  a 

fl  as  a  taxable  corpora - 
Warren      Buffett's 

kshire  Hathaway,  a  de  "^ 

o  investment  company, 

ixed  just  as  Wal-Mart  is 

;d.  But  the  arrangement 
'bps  Buffett's  flexibility. 
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Were  he  to  take  his  profits  in  Wash- 
ington Post  or  Coca-Cola,  Berkshire 
shareholders  would  incur  two  layers 
of  tax  on  the  gain,  one  a  corporate  tax 
paid  by  Berkshire,  the  second  a  per- 
sonal tax  when  they  sell  their  Berk- 
shire shares.  That's  one  reason  Buffett 
hardly  ever  sells  anything. 

Whitman,  though,  wants  to  sell  the 
Nabors  stock.  How  to  do  it  without 
sticking  Equity  Strategies'  sharehold- 
ers (he's  one  of  them)  with  a  double 
tax?  Via  a  chink  in  the  Internal  Reve- 
nue Code  called  a  C  reorganization. 
The  C  reorg  allows  one  company  to 
acquire  another  one  tax-free  if  it  pays 
for  the  purchase  with  its  own  stock. 
The  provision  has  probably  never 
been  used  by  a  mutual  fiind — but,  as 
Whitman  points  out,  "hinds  don't 
usually  get  in  this  bind." 

How  will  it  work.^  After  liquidating 
Equity  Strategies'  minor  holdings, 
Whitman  will  be  left  with  a  corpora- 
tion whose  sole  significant  asset  will 
be  Nabors  stock.  He  will  then  have 
Nabors  buy  Equity  Strategies,  paying 
for  the  purchase  with  what  will  pre- 
sumably be  an  identical  quantity  of 
Nabors  stock.  Those  new  shares  of 


Nabors  will  then  be  distributed  to 
the  fiind's  shareholders.  Nabors,  of 
course,  can  then  cancel  the  shares  it 
gets  from  the  Rind  and  be  left  with  the 
same  number  of  shares  outstanding  it 
had  before.  Will  Nabors  inherit  Equi- 
ty Strategies'  unrealized  capital  gain.> 
It  would  if  it  were  buying  assets  such 
as  real  estate  or  a  going  business.  But 
not  in  this  case.  Corporations  are 
exempt  from  tax  on  profits  in  their 
own  shares. 

As  of  now,  Whitman  carries  a  po- 
tential tax  liability  on  his  fiind's  books 
for  the  Nabors  shares.  But  his  distri- 
bution plan  should  succeed  in  vapor- 
izing both  the  fiind  and  its  corporate 
tax  liability.  Only  a  personal  tax  will 
remain:  If  and  when  a  fiind  investor 
sells  the  Nabors  stock,  he  will  have  a 
capital  gain  equal  to  the  difference 
between  what  he  paid  for  his  Equity 
Strategies  shares  and  what  he  gets  for 
the  Nabors. 

If  Marty  Whitman's  unorthodox 
investment  style  appeals  to  you,  you 
can  buy  into  his  Third  Avenue  Value 
Fund,  a  sister  to  Equity  Strategies  that 
has  been  playing  a  helpfiil,  if  eyebrow- 
raising,  role  in  liquidating  the  latter  by 
trading  with  it.  Third  Avenue  has 
acquired  such  illiquid  Equity  Strate- 
gies holdings  as  Empire  Gas  Corp. 
convertible  debentures,  Royal  Palm 
Beach  Colony  partnership  units  and 
common  stock  in  Liberty  Homes  and 
National  Loan  Bank,  a  liquidator  of 
distressed  Texas  bank  loans.  Third 
Avenue  has  delivered  an  impressive 
32%  compound  annual  return  over  its 
2V2-year  existence.  The  main  draw- 
back is  its  5.75%  sales  load. 

One  of  Third  Avenue's  more  in- 

triguing  positions  is  a  5% 

block  of  Danielson  Holding 
Corp.,  successor  to  the 
failed  Mission  Insurance 
Group.  Whitman,  who  con- 
trols Danielson,  aims  to  cap- 
italize on  its  more  than  $1 
billion  in  net  operating  loss 
carryforwards,  most  of 
which  expire  between  1999 
and  2002.  He  can  do  that  by 
having  Danielson  acquire 
profitmaking  businesses. 
With  taxes  going  up  under 
Clinton,  the  kind  of  tax- 
beating  strategies  Whitman 
has  mastered  should  come 
in  right  handy.       -J.Z.  ^ 
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If  you  want  a  piece  of  the  rapidly  growing  software  . 
industry,  you  don't  have  to  buy  a  big  name 
like  Microsoft  or  Novell. 

Between  the  toes 
of  giants 

By  Eric  Hardy  and  Robert  Rosenstein 


Software  companies  couldn't  be 
happier  about  the  collapse  in  comput- 
er hardware  prices,  since  cheap  hard- 
ware expands  the  population  of  soft- 
ware buyers.  Sales  of  U.S. -based  soft- 
ware and  service  vendors  have 
climbed  at  an  18%  compound  annual 
rate  over  the  past  three  years,  to  an 
estimated  $25  billion  last  year. 

Five  giants — Microsoft,  Lotus, 
Borland,  WordPerfect  and  Novell — 
own  71%  of  the  PC  software  market. 
These  companies  have  their  strength 
in  operating  system,  spreadsheet, 
database,  word  processing  and 
networking  software.  Since  every- 
body knows  this,  their  stocks  are,  to 
put  it  mildly,  ftiUy  priced.  But  those 


basic  programs  aren't  the  whole  soft- 
ware story.  Dean  Witter  analyst 
Timothy  McCoUum  points  out  that 
the  average  user  of  a  Windows  operat- 
ing system  will  also  buy  two  to  four 
Windows -specific  programs,  pro- 
grams that  don't  have  to  come  from 
Microsoft. 

Home  education  is  one  of  the  fast- 
est-growing sofi^vare  segments,  but 
Microsoft,  Lotus  and  Borland  aren't 
big  in  it.  It  is  litde  outfits  like  Software 
Toolworks  that  are  selling  programs 
to  help  you  learn  how  to  forecast  the 
weather,  touch-type,  or  play  the  pi- 
ano or  chess. 

Smaller  software  companies  are  an 
excellent  way  to  participate  in  the 
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computer  sector,  says  Daniel 
ard,  whose  Financial  Strategic 
nology  Fund  rose  11%  over  the  1; 
months.  His  $256  million  poi 
includes  not  a  single  hardware 
but  does  have  Oracle  Systems, 
sells  database  management  so; 
and  Banyan  Systems,  which  sells 
puter  networking  software. 

Don't  go  into  these  stocks  loi 
for  any  Ben  Graham -style 
price/earnings  ratios  as  higlvi 
Microsoft's  (which  is  29)  are  nofi 
common.  Realizing  this,  Leo| 
looks  especially  for  high  growth 
in  sales  and  earnings  to  select  p^ 
tial  winners. 

The  table  lists  15  small  soft:i 
companies — those  with  sales  ui 
$200  million  and  market  capita 
tions  under  $500  million.  Each  fii 
expected  to  increase  profits  this 
and  has  a  price/sales  ratio  no  gn 
than  6.4.  In  this  ratio,  price  mean 
sum  of  debt  outstanding  and  m 
value  of  common  stock. 

Software  Publishing  has  salei 
$  1 56  million  and  a  price/sales  ra 
0.9  (to  Microsoft's  8.1).  Its  Har^ 
Graphics  is  a  leader  in  PC  graphing 
charting.  Aldus  Corp.,  a  vendoi 
desktop  publishing  products  for  b 
ness  applications,  is  a  little  more 
pensive  at  1.5  times  sales  but  enj 
better  profit  margin. 
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Second-stage  software 


Company/software  products 

—Earnings  per  share- 

P/E 

Sales 

Sales 

PricQ 

Recent 

latest 

1993 

1993 

{$mil)i 

growth^ 

sales) 

price 

12mos 

est 

est 

Systems  Center/networking 

8 

$-1.15 

$0.64 

12.5 

$126 

35% 

al 

Phoenix  Technologies  Ltd/compatibility  tools 

5% 

0.20 

0.45 

11.4 

71 

10 

Software  Publishing/graphics,  word  processing 

lF/8 

0.02 

1.10 

10.8 

156 

15 

o.i 

Ross  Systems/business  services 

ioy2 

0.21 

0.42 

25.0 

76 

NA 

1.4 

Aldus/desktop  publishing 

17 

0.62 

0.84 

20.2 

168 

28 

1.^ 

Continuum/insurance 

19% 

0.85 

0.89 

21.8 

126 

24 

1.7; 

Marcam/production  aids 

18% 

0.93 

1.14 

16.4 

80 

NA 

.1.91 

Frame  Technology/desktop  publishing 

13 

0.19 

0.73 

17.8 

42 

NA 

2.q; 

Easel/graphics 

10 

-0.52 

0.29 

34.5 

28 

NA 

2.0 

Software  Toolworks/education,  entertainment 

yvz 

-0.61 

0.23 

32.6 

103 

106 

2.01 

Intersolv/programming  aids 

8% 

0.56 

0.72 

12.2 

79 

55 

2.1 

Electronics  for  Imaging/desktop  publishing 

16V4 

0.74 

0.83 

19.6 

16 

NA 

a.i 

Cerner/health  care 

42%       . 

1.29 

1.64 

26.1 

75 

22 

4.1 

Sulcus  Computer/information  retrieval 

8 

0.36 

0.60 

13.3 

18 

104 

4.^ 

Caere/optical  character  recognition 

20 

0.68 

0.83 

24.1 

32 

NA 

6.1 

^Latest  fiscal  year,    ^compound  annual  rate,  past  three  years.    ^Debt  plus  market  value  of  common  equity,  divided  by  sales. 
Sources:  Institutional  Brokers  Estimate  System;  Value  Line  Database  Service  via  Lotus  One  Source. 

Products  of  these  15  fledgling  software  firms  complement  Lotus 
or  Microsoft  packages  without  necessarily  competing  with  them. 


154 


Forbes  ■  March  15,  1 


. 


r 


Still  Pacing  Your  Broker 
$100  A  Year  For  An  Asset 
Management  Account? 


Maybe  It's  Time  lb  Switch  lb 
The  No-Fee  Fidelity  Ultra  Service  Account 


Today,  many  investors 
are  asking  themselves  why 
they  should  continue  paying 
high  fees  just  to  do  business 
as  usual.  If  you're  already 
paying  higher  commissions 
to  trade  stocks,  why  should 
you  also  pay  extra  for  an 
asset  management  account? 

Now,  you  don't  have  to. 
The  Fidelity  Ultra  Service 
Account  gives  you  all  the 
tools  for  efficient  financial 
management  -  a  wide 
range  of  investment  choices, 

a  single  consolidated  statement,  checkwriting  and  much  more  -  but  without  an  annual  fee.  So  you  never  pay  for 
services  you  don't  want  or  need.  And  it  only  makes  sense  that  an  account  designed  to  help  you  stay  on  top  of  your 
finances  should  have  complete,  24-hour  account  service. 

CrII  lOCmy.  Find  out  why  so  many  investors  are  switching  to  the  Fidelity  Ultra  Service  Account.  Call  our  finan- 
cial representatives  anytime  for  a  free  fact  kit  to  learn  how  Ultra  Service  can  save  you  money  and  help  you  manage 
your  portfolio  the  way  you  want 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 


Compare  the  Fidelity  I'ltra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 

Annual 
Fee 

Consoli- 
dated 
Statement 

Worldwide 

ATM 

Access 

VISA 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Checking 

Brokers 

Available 

Weekends 

&  Evenings 

Minimum 
Invest- 
ment 

Fidelity  Ultra  Service 

$0 

Yes 

Yes 

Yes 

Yes^ 

Yes 

Yes 

$5,000 

Merrill  CMA 

$100 

Yes 

Yes 

Yes^ 

No 

Yes 

No 

$20,000 

^bearsooFMA 

$100 

Yes 

^s 

No^ 

No 

Yes 

No 

$10,000 

Prodestlal  Coaunimd 
Accoont 

$75 

Yes 

%s 

Yes^ 

No 

Yes 

No 

$15,000 

Dean  Witter  AAA 

$80 

%s 

Yes 

No 

No 

Yes 

No 

$10,000 

FideKiy 


Investments 

Discouni  Brokerage 


'Commissions  are  discounted  up  to  76%  compared  to  those  of  full  cost  brokers.  Based  on  October  1992  conunission  survey.  Minimum  commission  $38.  ^Additional  charge 
for  gold  credit  card.  'American  Express  gold  card  available.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  I6l  Devonshire  Street,  Boston,  MA  02110. 
Member  NYSE,  SIPC.  CODE:  FORB/USA/031593 
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All  proceeds  from 
this  book  go  to  a  non- 
profit orgarization 
for  Uk  homeless 
veterans. 


eanMHe  Seal  {state 

$11  MlliMS  In 

tlieN«wRJJ.Maplft 

AIM  Keep  itfi 

'  dWUwa  tea!  Estate  Sanjo 


But  to  get  the  scoop  on  this  decade's  hottest 

investor  -  and  help  the  homeless  with  a 

$12  donation  -  he'll  want  to  buy  a  copy  anyway. 


ilo0  Atiaelee  9ime 

^    ==  METRC 


Shelter  From  the  Storm"' '' 


Former  Homeless  Vet 
Donates  House  to  Give 
Others  New  Direction 

81  Biih  Pool  lime>  Slujf  Writer 

Talk  about  flashbacks. 
A  group  of  homeless 
veterans  faced  a  grimly 


The  sprawling  fouj 
bedroom  house  will  co 
tinue  10  be  used  by  vetd 
ans  who  are  trying  to 
kick  drug  and  alcohol 
problems  and  re-enter  t 
civilian  work  force 
through  an  organi/aiioni 


Volume  CLIV  Number  359  Tliumtoy,  De<emb«r  It.  I9W  N 


Millionaire 
buys  home  for 
veterans 

B>  Cary  Libow 
Courant  Staff  Writer 

NEW  HAVEN- 
After  surviving  a 
nightmarish  Vietnam 
tour  in  the  late  l%Os. 
Stephen  Murphy 
ahiiost  lost  his  battle 
against  desperation, 
the  bottle  and  home- 
lessness  when  he 
returned  home. 

But  through  rehabili- 
tation, the  Army  veter- 
an straightened  out  his 
personal  and  profes- 
sional life  and  is  now 
dedicating  himself  to 


reviving  other  desti- 
tute veterans.  His 
work  is  about  to  pay 
off  for  some  of 
Connecticut's  veteran 
who  will  live  in  a 
house  Murphy  has 
bought  at  22 1 -223 
Howard  Ave. 

The  multimillionain 
investment  counselor 
just  completed  a 
$127,000  deal  for  the 
two-family  home. 
About  six  veterans 
will  live  there  in  a 
supervised  setting 
while  under  ireutmen 
at  the  nearby  Vetera 
Administration  Med- 
ical Center  in  West 
Haven.  Murphy  .said. 


THE  NEXT  GENERATION  IN  INVESTMENT 

The  explosive  1 980's  forever  changed  the  face  of  real 
estate  investment.  It  also  caught  some  major  high-stakes 
players  in  the  credit  crunch  ending  the  decade.  But  from  the 
ashes  of  the  over  extended  80's,  a  smarter,  shrewder  genera- 
tion of  commercial  real  estate  investors  has  emerged.  And 
leading  the  way  is  Stephen  Murphy,  the  $50  Million  Real 
Estate  Baron. 

THE  $50  MILLION  REAL  ESTATE  BARON 
Stephen  Murphy  is  a  new  breed  of  investor:  Up  front. 
Honest.  Gutsy.  AJid  most  uniquely,  with  a  commitment  to 
giving  something  back.  A  homeless  Vietnam  veteran  less 
than  a  decade  ago,  Murphy  knows  all  about  hardship  and 
sacrifice,  discipline  and  determination.  And  success.  At  last 
count.  Murphy  and  his  investors  in  American  Capital 
Investments,  Inc.  (ACI)  partnerships  had  purchased  more 
'than  $50,000,000 
of  prime  commercial 
property. 


WISER  $  MILLION  STRATEGIES  FOR  THE  90'S 

Stephen  Murphy's  revolutionary,  market  research-driven 
ACI  investments  have  been  making  millions  for  him  and  his 
investors,  and  flabbergasting  the  competition  -  with  1992 
profits  of  156%  to  over  200%  annualized.  How  does  he  cre- 
ate such  astounding  returns?  Learn  all  about  Stephen 
Murphy's  incredible  rise  to  the  top  -  and  his  breakthrough 
investment  strategies  for  the  90's  -  in  his  new  book,  ONE  UP 
ON  TRUMP.  Hot  off  the  press  and  bound  for  the  financial 
bestsellers  list,  Murphy  shows  you  how  investors  large  and 
small  are  successfully  participating  in  the  upward  cycle  of 
commercial  real  estate  -  with  amazing  financial  rewards. 

A  $12.00  INVESTMENT  YOU  CAN  FEEL  GOOD  ABOUT 

Throughout  his  meteoric  financial  success,  Stephen 
Murphy  hasn't  forgotten  the  despair  of  life  on  the  streets.  All 
earnings  from  ONE  UP  ON  TRUMP  go  to  fund  and  support 
the  American  Capital  Foundation  For  The  Homeless,  a  non- 
profit organization  providing  homes  and  new  living  pro- 
grams to  the  needy. 


Discover  for  yourself,  the  money-making  secrets  mOneVpOn  Trunip  FREE  for  30  days. 

You  pick  up  the  $3.75  shipping  &  handling  charge  ($13  for  overnight  delivery) 

and  we'll  rush  your  book  immediately.  If  One  Up  On  Trump  doesn't4)rove  its  value, 

simply  return  it.  No  catches.  Otherwise,  30  days  after  you  receive  your  order, 

we'll  charge  your  credit  card  the  balance  of  $  1 2.(X).  It's  RISK  FREE.  And  remember, 

the  $  1 2.(X)  goes  directly  to  helping  the  homeless! ! 


EE  BONUS! 

Charge  or  send  check  within  15  days  upon  receipt  of  this  book, 

and  you'll  receive  a  FREE  telephone  consultation  with  Stephen  Murphy, 

personalizing  your  investment  objectives  in  the  New  REO  market. 

To  Order  Now. .  .Call  Toll  Free!!  1-(800)  95M544 

To  order  by  mail,  .send  check  to;  American  Capital  Foundation  for  the  Homeless,  inc. 
330  VS/ashington  Blvd.,  Penthouse.  Marina  del  Rey,  CA  90292 


ONE  UP  ON  TRUMP... 
"SEO^TS  EXPOSED" 

•  Creating  Winning  Opportunities 

•  Making  the  Real  Estate  Cycle  Work  for  You 

•  Balancing  Your  Investment  Portfolio 

•  Where  To  Invest  Your  Real  Estate  Dollar 

•  Why  Distressed  Properties 

•  Choosing  the  Right  Type  of  Property 

•  Negotiation  and  Due  Diligence 

•  Leverage  and  Equity  through  Syndication 

•  The  Key  To  Maintaining  Positive  Cash  Flow 

"I  was  very  imjm'ssed  by  the  performance  of  my  inilial  invenl- 
ment  with  American  Capital  in  the  Orlando  project.  To  make 
50%  in  i  months  is  almost  unheard  of  with  any  investment 
vehicle,  and  they  showed  me  it  was  possible  with  their  REO 
project.'!'.'    -  NICK  Dl  PAOLO 

"Stephen  Murphy  has  increased  my  investment  as  quickly 
as  he  promised.  Small  investors  shoiddjoin  the  Ameiican 
Capital  Investments  team!"  -  G.A.  TOBliY 

"ACI  is  a  hard  working  team  that  provides  true  leadership  w 
seeking;  fiiumcial  opportunities  in  today's  commercial  real 
estate  market.  They  provide  a  realistic  decree  of  capital  ami 
profit  proteclicm.  incorporating  a  traditional  environment  aj 
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MONEY  &  INVESTMENTS 


n  the  pros  noted  that  Alan  Greenspan  was  seated 
,  next  to  Hillary  Clinton,  their  bullishness  on 
Ip  -term  Treasurys  was  seriously  reinforced. 


i 


uy  Treasiuys 


now 


iw  Winkler  is  editor-in-chief 
mberg  Business  News. 


I 

[DENT  Clinton  has  proposed 
of  the  biggest  tax  increases  in 
.history.  This  may  or  may  not 
shrink  the  budget  deficit,  but  it 
ad  news  for  holders  of  long-term 
sury  bonds.  If  you  don't  own 
you  should. 

le  yield  on  the  Treasury's  bench- 
30-year  bond,  now  about  7%, 
eading  to  6%,"  says  John  Jenney, 
ney  manager  at  Smith  Affiliated 
tal. 

)me  people  thought  Fed  Chair- 
Alan  Greenspan  looked  a  bit 
:)mfortable  when  he  was  seated 
t  next  to  Hillary  Clinton  during 
husband's  first  speech  to  Con- 
5.  Nevertheless,  the  seating  ar- 
ement  was  symbolic  and  bodes 
for  long-term  interest  rates, 
hat  was  Hillary's  way  of  showing 
she  and  William  Jefferson  were 
ig  to  be  downright  cozy  with 
enspan.  Reagan  and  Bush  may 
*  appointed  Greenspan,  and  he 
ht  not  wholly  like  the  Clinton  tax 
kage,  but  he's  getting  from  the 
tonites  what  he  has  long  insisted 
getting:  a  serious  move  toward 
ing  the  $325  billion  federal  bud- 
deficit.  Greenspan,  like  Paul 
cker  before  him,  pined  for  the  day 


a  President  would  tell  Congress  that 
deficits  matter  and  must  be  reduced. 
Now  that  that  day  has  come,  don't 
expect  the  Fed  to  raise  interest  rates 
anytime  soon. 

Every  bond  trader  knows  deficit 
reduction  is  bullish  for  Treasurys.  If 
Clinton  makes  headway  in  reducing 
the  deficit,  long-term  interest  rates 
will  decline  and  the  bond  market  will 
rally.  That's  because  lots  of  people, 
including  money  managers  from  such 
big  institutions  as  corporations, 
banks,  central  banks  and  pension 
fijnds,  buy  Treasury  bonds  because 
there  is  no  alternative.  (They  have  to 
buy  the  highest-rated  debt  for  pen- 
sion liabilities  or,  in  the  case  of  central 
banks,  something  equivalent  to  sover- 
eign paper  for  current  account  bal- 
ancing.) If  paring  the  deficit  reduces 
the  supply  of  fresh  Treasury  paper, 
therefore,  pressure  from  these  com- 
pulsory^ buyers  will  inevitably  push 
yields  down  and  prices  up. 

Treasury  bonds  have  been  a  terrific 
investment  since  Feb.  18, 1992  when 
Clinton  became  the  first  ftiture  presi- 
dent to  finish  second  in  the  New 
Hampshire  primary.  The  market  did 
well  for  the  same  reason  Clinton  did 
well.  It  was  the  stupid  economy. 

As  the  recovery  generated  few  jobs, 
anemic  production  and  meager  sales, 
interest  rates  tumbled  across  the 
board.  A  five-year  Treasury  note,  for 
example,  provided  a  total  return  of 
13.2%  since  Clinton  dubbed  himself 
"the  comeback  kid."  Owning  three- 
month  T  bills  during  the  same  period 
would  have  netted  a  puny  3.85%. 

Until  recendy,  the  pros  in  the  bond 
market  didn't  pay  much  attention  to 
Clinton  because  they  didn't  have  to. 
Treasurys  have  proved  to  be  one  of 
the  surest  and  least  risky  markets  for 


banks  and  other  lending  institutions 
to  make  money.  These  folks  realized  a 
year  ago  that  it  is  cheaper,  safer  and 
consistendy  more  lucrative  to  take 
short-term  deposits  and  buy  interme- 
diate Treasurys  than  make  old-fash- 
ioned loans. 

During  the  past  year,  banks  trans- 
formed themselves  into  bond  fiands, 
holding  portfolios  of  bonds  instead  of 
loans.  These  transactions  make  a  lot  of 
sense  because  there  is  no  credit  risk, 
only  the  risk  that  interest  rates  might 
climb.  That  risk  was  minimal  as  long 
as  the  economy  remained  in  a  fiink. 

So  while  Aunt  Agatha  continued  to 
make  deposits  into  a  savings  account 
earning  litde  more  than  3%,  banks 
were  taking  her  deposits  and  buying 
five-year  notes  yielding  more  than  5%. 
Banks  have  been  earning  so-called 
spreads  of  about  230  basis  points 
since  these  trades  swept  the  bond 
market  last  year.  They  need  only  sta- 
ble rates  to  make  this  money.  Declin- 
ing rates  last  year  were  a  bonus. 

How  have  they  performed. > 

Look  at  bank  stocks.  NationsBank, 
now  considered  the  Salomon  Broth- 
ers of  the  1990s  because  of  its  bond 
trading  prowess,  has  climbed  18.36% 
since  the  New  Hampshire  primary. 
BankAmerica  has  climbed  28.39% 
during  the  same  period. 

Now  that  the  economy  shows  signs 
of  getting  smarter,  bonds  still  may 
prove  the  right  investment,  because 
Clinton's  deficit  reduction  plan  could 
diminish  the  supply  while  all  these 
lending  institutions  continue  to  take 
advantage  of  the  yield  disparity  be- 
tween what  Aunt  Agatha  gets  and 
what  Uncle  Sam  offers. 

But  watch  the  seating  arrangement 
next  time  Alan  and  Hillary  attend  the 
same  ftinction.  The  above  scenario 
remains  bullish  as  long  as  Alan  keeps 
sitting  next  to  Hillary. 

If  the  budget  deficit  declines  $100 
billion  during  the  next  four  years,  why 
should  interest  rates  fall!"  Foreigners, 
who  like  Treasurys  partiy  because  it's 
nice  to  lend  to  the  world's  only  po- 
liceman, have  been  begging  for  U.S. 
deficit  reduction  for  ten  years. 

Finally,  they  may  get  their  wish. 
When  that  happens,  they  probably 
will  buy  even  more  Treasurys  just  to 
encourage  the  wayward  debtor's 
newfound  rectitude.  Isn't  it  wonder- 
fiil  to  be  patriotic?  Hi 
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Asset  allocation  is  the  broker's  latest  gizmo. 

It's  not  a  bad  gizmo,  but  you  can  save  lots  of  money 

by  doing  it  yourself  and  bypassing  the  broker. 

Design  your  own 


BY  KENNETH  L.  FISHER 


Kenneth  L,  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  His  third  book  is 
100  Minds  that  Made  the  Market. 


Last  year  brokerage  firms  put  sofi:- 
ware  on  their  terminals  and  now  sell 
"asset  allocation"  for  big  fees  to  folks 
like  you.  It's  a  great  revenue  producer 
for  the  brokers.  A  billion  bucks  is 
going  into  it  monthly.  They  charge 
you  about  3% — every  year.  In  return, 
they  regularly  adjust  the  allocation 
and  help  you  parcel  out  money  into 
appropriate  asset  styles  among  a 
screened  list  of  specialty  money  man- 
agers or  mutual  hands. 

Two  questions  arise.  First:  Should 
you  bother.^  Yes.  Smart  asset  alloca- 
tion can  do  as  much  for  investment 
performance  as  the  choice  of  money 
managers  or  stock  selection.  And  us- 
ing asset  allocation  protects  you  from 
indecision  and  timidity.  Too  many 
investors,  on  their  own,  penalize 
long-term  results  by  keeping  too 
much  of  their  savings  or  defined  con- 
tribution plans,  like  401  (k)s,  in  cash. 

Recendy  I  heard  sec  Commission- 
er J.  Carter  Beese  Jr.  grousing  on  the 
SEC's  fear  that  the  fast- growing  area 
of  individual-controlled  defined  con- 
tribution plans  will  keep  growing  but 
generate  poor  investment  returns  be- 
cause folks  hold  too  much  cash — and 
accordingly  won't  do  well  enough  to 
afford  retirement.  Sticking  to  a  fixed- 
asset  allocation  plan  protects  from 
this  danger. 

Second  question:  Do  you  need  a 


broker  who  eats  up  a  good  chunk  of 
your  return  in  fees.'  No.  You  can  easily 
allocate  your  own  assets. 

The  first  step:  Don't  be  awed  by 
this  fancy  term.  It  simply  refers  to  how 
you  spread  your  available  assets 
among  stocks,  bonds  and  cash  based 
on  your  age.  I'm  going  to  show  you 
how  you  can  do  it  on  your  own  and 
save  those  3%  fees. 

Most  corporate  pension  fund  asset 
allocations  end  up  at  about  54% 
stocks,  32%  bonds,  14%  cash.  Pension 
fiands  pay  fat  fees  for  extremely  fancy 
studies  that  tell  them  to  do  this.  Since 
they  all  end  up  with  very  similar  asset 
allocations,  what  do  they  get  from 
these  studies.''  Litigation  protection. 
They  have  a  legal  fiduciary  responsi- 
bility to  employees  to  cross  every  "t" 
and  dot  every  "i"  (i.e.,  the  corporate 
pension  plan  can  be  sued). 

These  corporate  plans  are  based  on 
a  simple  algebraic  formula  for  how 
much  of  varying  asset  categories  to 
own,  based  on  the  ages  of  the  partici- 
pants. In  your  case,  there  is  only  you, 
so  it's  very  much  simpler. 

Here's  what  you  do:  How  old  are 
you?  If  you  are  20  years  old  and  just 
starting,  hold  90%  equities.  If  you  are 
80,  you  can't  risk  much,  hold  only 
10%  equities.  If  you  are  in-between  in 
age?  It's  a  straight-line  fimction;  as 
your  age  increases,  cut  back  equity.  At 
40  you  are  down  to  63%  equities.  At 
age  60  you  are  down  to  40%. 

Until  you  are  40,  as  you  slowly  cut 
back  equity,  year  by  year,  it  all  goes 
into  bonds,  which  in  the  longest  term 
also  beat  cash.  After  40,  as  you  age 
and  slowly  cut  equity  exposure,  half  of 
what  comes  out  of  equities  goes  into 
cash  and  half  into  bonds.  So,  for 
example,  at  age  65,  you  are  30%  equi- 
ty, 54%  bonds  and  16%  cash. 

Assuming  you  don't  want  to  make 
studying  the  stock  market  a  major 
part  of  your  life,  use  good  no-load 
mutual  fijnds  for  the  bond  and  equity 


portions.    Fund    families    like 
guard.  Fidelity'  or  T.  Rowe  Price 
good  no-load  products. 

Within  equity  you  break  it  by 
Here,  too,  to  make  it  easy  and  c 
you  can  use  no-load  mutual  fiind| 
with  annual  fees  of  1%  or  less 

Unless  you  are  an  active  and  shi 
investor,  in  which  case  you  don't 
my    advice    on    asset    allocation, 
wouldn't  suggest  putting  all  youi 
uity  eggs  in  one  basket.  Split 
equity  money  according  to  ma 
segment.  For  details  on  mutual  fu 
study  the  Forbes  mutual  fiind  sui 
The  latest  annual  one  is  Aug. 
1992;  the  latest  interim  one,  Feb 
1993.  Or  Morningstar  2X  your  lib 

Most  allocation  studies  sug 
about  15%  of  equity  money  b 
foreign  stocks.  (Thus,  if  you  are  a 
age  that  calls  for  50%  in  equities, 
would  put  7.5%  of  your  total  asse 
foreign  stocks.)  Here,  my  fav4 
mutual  fiinds  are  Harbor  Internal 
al,  Lexington  Worldwide  Emer 
and  Scudder  International.  Own 
two  of  the  three. 

For  U.S.  equities,  weight  style 
their  average  share  of  tiie  market 
the  last  20  years.  For  example,  a 
45%  of  U.S.  equities  historically 
big-cap  growth  stocks.  For  repre 
tation   here   my  favorite   ftmds 
SteinRoe    Stock,    T.     Rowe 
Growth    Stock   and    20th    Cen 
Growth  or  20th  Century  Select 

Big-cap  value  stocks  average  a 
37%  of  the  market  over  time.  For 
part  of  your  holdings,  I  suggest  Bi 
son  Value,  Dodge  &  Cox  Stock 
Windsor  II.  About  9%  of  U.S.  equitj 
are  small-cap  growth.  Use  C^oluml 
Special,  Scudder  Development  or 
Rowe  Price  New  Horizons.  Fin 


t 


another  9%  of  your  allocation  to 
equities  should  go  into  small-cap  V 
ue.  Tr)'  Nicholas  II,  PennsyKa: 
Mutual,  Southeastern  Small-ca[i  i  n 
Rowe  Price  Small-cap  Value. 

Each  year  adjust  your  equity,  be 
and  cash  balances  by  the  formi 
Then  be  patient  and  relish  the  1  V'fi 
more  per  year  you  saved  by  doi 
it  yourself  By  using  these  no 
mutual  funds  you  will  be  paying 
nual  management  fees  of  1%  or  U 
not  the  3%o  brokers  will  charge  yep 
And  you  don't  need  expensive  sti 
ies.  After  all,  you  are  most  iinlik 
to  sue  yourself 
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The  most  precious  thing  yd 


Land ...  wlut  else  can  give  yon  so  much  ideasore  now  and  to  years  to  eo^ 


■Hhe  land  we're  offering  is  far 
B  nrom  the  crowds  and  rat  race  of 
Jim  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    3WK2 
Ft.  Garland,  CO  81133. 


iin  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anyttning  No  Federal  agency  has 
ed  the  merits  or  value,  if  any.  of  this  properly.  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offenng 
sment  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  Yo-k,  The  filing  does  not  constitute  approval 
B  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
1  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
ches-  NYA86-1 53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
6  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
nng  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 


MONEY  &  INUESTMENTS 


"Buy  'em  when  they're  hot"— that's  terrible 
advice  to  give  to  fund  buyers. 

sprinters  versus 

long-distance 

runners 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  Ttie  Hulbert  Guide  to  Financial 
Newsletters  {Dearborn  Financial  Publishing). 


Recently,  an  article  in  the  Wall  Street 
Journal  gave  investors  some  bad  ad- 
vice on  mutual  funds.  The  newspaper 
apparendy  swallowed  an  argument 
based  on  faulty  statistics  and  faulty 
logic.  Its  Money  &  Investing  section 
headed  the  article  "Buy  Last  Year's 
Hot  Funds." 

By  contrast,  Forbes  has  preached 
for  years  that  investors  should  seek 
consistent  long-term  performance  in 
picking  funds  rather  than  a  single 
year's  hot  performance.  Virtually 
every  serious  study  into  the  use  of 
performance  statistics  supports  the 
Forbes  view. 

The  Journal 's  journey  down  this 
primrose  path  started  innocently 
enough.  The  newspaper  set  out  to 
measure  the  relative  performances  of 
three  different  investors,  each  of 
whom  buys  funds  that  are  ranked  in 
the  top  25%  for  past  performance,  and 
holds  them  for  five  years. 

One  of  the  Journal 's  hypothetical 
investors  picked  funds  that  did  great  in 
the  latest  year.  A  second  picked  flinds 
that  had  sparkled  over  five  years.  The 


third  chose  on  ten-year  performance. 
The  exercise  was  repeated  for  every 
year  from  1970  to  1992. 

The  Journal  proudly  trumpeted 
the  result:  Investors  did  best  by  always 
picking  last  year's  hot  fiinds. 

Don't  believe  it.  The  Journal  study 
is  shot  hill  of  holes. 

Professor  losef  Lakonishok  of  the 
University  of  Illinois  at  Urbana- 
Champaign  points  out  that  the  study 
suffers  severely  from  what  statisticians 
call  a  survivorship  bias.  The  Journal 
simply  ignored  all  funds  that  have 
gone  out  of  business  over  the  years — 
which  is  a  huge  error  because  over  half 
the  fimds  that  traded  in  the  1970s  no 
longer  exist.  The  reason  this  leads  to  a 
bias,  according  to  Lakonishok:  A  fLmd 
with  an  outstanding  one -year  but  dis- 
mal ten -year  record  is  more  likely 
to  go  out  of  business  than  one  with  a 
great  ten-year  record  but  mediocre 
one -year  performance.  Had  these  dis- 
continued funds  been  included,  La- 
konishok thus  suspects,  the  pattern 
found  by  the  Journal  study  would 
have  disappeared. 

An  example:  Imagine  following  the 
Journal 's  advice  five  years  ago  at  the 
beginning  of  1988.  Since  you  are 
betting  on  the  previous  year's  hot 
funds,  you  buy  Oppenheimer's  Pre- 
mium Income  fiind,  1987's  top-per- 
forming diversified  fund.  You  proceed 
to  underperform  the  market  by  more 
than  1 0%  annually  over  the  next  sever- 
al years.  But  then,  in  1991 ,  Oppenhei- 
mer  discontinues  the  fund  and,  voila, 
the  Journal  ignores  it  altogether. 

But  that's  only  half  the  bias.  If  at 
the  beginning  of  1988  you  ignored 
the  Journal's  advice  and  bet  on  the 
ten-year  winners,  you   would   have 


shunned  the  Oppenheimer  Pre 
Income  hand — since  its  1978-8 
formance  placed  it  in  the  lower 
tiles.  Its  subsequent  loss  vindii 
your  decision  to  shun  the  hind, 
again — the  Journal  ignored  it 

Apart  from  statistical  defects' 
Journal's  conclusion  is  wrong  or 
er  grounds.  In  essence,  all  it  sh 
that  investment  styles  go  in  and  ( 
favor.  Small-cap  hinds  were  hot  i 
late  1970s  and  early  1980s,  for  c 
pie,  before  turning  cool  durin 
mid-  and  late  1980s.  Value 
growth  investing  underwent  si 
cycles.  The  investor  who  confim 
purchases  to  hinds  at  the  top  c 
trailing  five-  or  ten-year  rai 
wouldn't  buy  hot  funds  until 
were  near  the  end  of  their  hot  s 

So  what.>  All  last  year's  results 
is  which  investment  style  curre 
hot.  If  you  want  to  bet  on  that 
you  still  would  be  better  off  pi 
the  funds  within  that  style  that 
the  best  long-term  performance 

My  experience  monitoring  in' 
ment  letter  performance  has  ta 
me  that  one-year  records  are  extr 
ly  unreliable  guides  to  future  pc 
mance.  More  often  than  nor, 
year's  best  go  on  to  become  the 
year's  worst. 

This  is  essentially  the  same  co 
sion  that  was  reached  last  year 
major  study  by  Lakonishok  and 
other  academics  on  the  pension 
industry  [Brookings  Papers  on 
nomic  Activity).  What  is  true  of 
sion  flinds  is  also  true  of  mutual  fij 
One-year  sprinters  rarely  go  the 
distance. 

In  contrast,  performances  ove 
years  and  longer  do  correlate  wi 
hiture.  This  is  especially  so,  I 
found,  when  performance  is  adji; 
for  risk. 

In  my  just-released  book,  Tpjc 
bert  Guide  to  Financial  Newslctt, 
report  just  four  letters  ahead  o 
market  on  a  risk-adjusted  basis  ; 
mid- 1980,  when  I  started  monit( 
the  industry.  They  are:  Growth 
Outlook  (edited  by  Charles  Alln 
the  Zweijf  Forecast  (Martin  Zw 
the  Chartist  (Dan  Sullivan)  aiu 
Value  Line  Investment  Survey  ( 
Line,  Inc.).  I'll  bet  the  Journal 
these  letters  will  do  far  better  ovc 
next  five  years  than  last  year's 
funds.  Any  takers? 


Is 
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Carnegie  HailKeept^  Good  Company 

Carnegie  Hall  gratefully  acknowledges  the  following  corporations  for  their  generous  support: 

Spon.wr.t  oj 

Carnegie  Hall  Concert.* 

and  Special  ProjecL* 


Cadillac  Tri-Statesmen 

Chemical  Bank 

Essex  House,  Hotel  Nikko  NY 

General  Foods  USA 

New  York  Telephone 

PepsiCo 

Sony  Music  Entertainment  Inc. 

The  Starr  Foundation 

United  Airlines 

Westdeutsche  Landesbank  Girozentrale 

Guardians  $30,000  and  above 
(donors  to  annual  operations  or 
endowment) 

American  Express  Company 

Arthur  Andersen  &  Co. 

CITIBANK 

Marsh  &  McLennan  Companies  Inc. 

Primerica  Foundation 

The  Revlon  Foundation 

S.  G.  Warburg  &  Co.,  Inc. 

Salomon  Brothers  Inc 

Warnaco  Inc. 

Pace.ietter.i  $10,000  to  $29,999 

Aetna  Life  and  Casualty 

Bristol-Myers  Squibb  Foundation 

Carter-Wallace,  Inc. 

Caxton  Corporation 

CBS  Inc. 

Liz  Claiborne  Foundation 

Credit  Suisse 

General  Electric  Foundation 

Institutional  Investor,  Inc, 

Japanese  Chamber  of  Commerce  & 

Industryof  New  York,  Inc. 
Mitsubishi  International  Corporation 
The  Morgan  Stanley  Foundation 
Philip  Morris  Companies  Inc. 
Montblanc 

The  Pfizer  Foundation  Incorporated 
Polo  Ralph  Lauren  Corporation 
Joseph  E.  Seagram  ffSons  Inc.  Fund 
Time  Warner  Inc. 

Gtuirantord  $5,000  to  $9,999 

ABD  Securities  Corporation 

Allen  &  Company  Incorporated 

Amax  Foundation 

Amelior  Foundation 

American  Re-Insurance  Company 

Automatic  Data  Processing 

Bankers  Trust  Company  Foundation 

BMI 

Capital  Cities/ABC,  Inc. 

The  Chase  Manhattan  B^nk 

The  Coach  Dairy  Goat  Farm 

Colgate-Palmolive  Company 

Con  Edison 

Creditanstalt 

Debevoise  &  Plimpton 

DuPont 

Hoechst  Celanese  Corporation 

IBM  Corporation 

IFF  Foundation  Inc. 

ITT  Corporation 

Johnson  &  Higgins 

KPMG  Peat  Marwick 

Lazard  Freres  &  Co. 

The  McGraw-Hill  Foundation,  Inc. 

Merck  &  Co.,  Inc. 


Mitsui  USA  Foundation 

Mobil  Foundation,  Inc. 

J, P.  Morgans  Co.  Incorporated 

National  Westminster  Bancorp 

Paramount  Communications 

Price  Waterhouse 

Prudential  Securities 

Republic  National  Bank  of  New  York 

Sterling  Winthrop  Inc. 

Toyota  Motor  Corporate  Services, 

North  America 
U.S.  Trust  Company  of  New  York 
Viacom  International 
E.M.Warburg,  Pincus  &  Co.,  Inc. 
Westpac  Banking  Corporation 
The  Xerox  Foundation 

Benefactor.i  $2,500  to  $4,999 

AGVAR  Chemicals  Inc. 

All  Nippon  Airways 

Banca  Popolare  di  Milano 

Bank  Julius  Baer&  Co.  Ltd. 

The  Bank  of  New  York 

Bertelsmann  Music  Group 

Brother  International  Corporation 

Cantor,  Fitzgerald  Foundation 

Chanel,  Inc. 

CPC  International  Inc. 

Dai-lchi  Kangyo  Bank 

Deloitte  Ross  Tohmatsu 

Elektra  International  Classics 

Gordon/Rousmaniere/Roberts  Fund 

Hosokawa  Micron  International  Inc. 

Industrial  Bank  of  Japan 

ING  Bank 

International  Creative  Management,  Inc. 

Jaeckle,  Fleischman  &  Mugel 

Kenwood  U.S.A.  Corporation 

Kronish,  Lieb,  Weiner  &  Hellman 

Thomas  J.  Upton  Foundation  Inc. 

LTCB  Trust  Company 

Marubeni  America  Corporation 

Matsushita  Electric  Corporation  of 

America 
The  May  Department  Stores  Company 
Metallgesellschatt  Corp. 
Metropolitan  Life  Foundation 
Mikimoto  (America)  Co.  Ltd. 
Mitsui  Toatsu  Chemicals,  Inc. 
NBC  Entertainment 
Nichimen  America  Inc. 
Nozaki  America.  Inc. 
NYK  Line 

Pinelands  Corporation 
R.H.  Macy  &  Company 
Saatchi  &  Saatchi  Advertising 
Sandoz  Corporation 
The  Sanwa  Bank  Limited 
Siemens  Capital  Corporation 
Sony  Corporation  of  America 

Foundation,  Inc. 
Sulzer  Brothers.  Inc. 
Sumitomo  Bank 
Tohoku  Electric  Power  Co.,  Inc. 
The  Tokio  Marine  &  Fire  Insurance 

Company,  Ltd. 
Wertheim  Schroder  &  Co.  Incorporated 
William  Morris  Agency 
Witco  Corporation 
Yamaha  Communication  Center 
Yasuda  Fire  &  Marine  Insurance  Co. 

Patron.*  $1,000  to  $2,499 

American  Cyanamid  Company 
American  Home  Products  Corporation 
Ametek  Foundation  Inc. 


ABN  AMRO  Bank,  N.V. 

Angel/EMI  Classics 

Asahi  Glass  America 

Ashland  Oil  Foundation,  Inc. 

AT&T 

Backer  Spielvogel  Bates,  Inc. 

Banca  Commerciale  Italiana 

Banca  Nazionale  del  Lavoro 

Banfi  Vintners  Foundation 

Bank  of  Tokyo  Limited 

Bowne  &  Co.,  Inc. 

Canon  USA,  Inc. 

The  CIT  Group,  Inc. 

Crane  Co. 

Credit  Commercial  de  France 

Croscill  Inc. 

Daiwa  Securities  America 

Deutsche  Bank 

The  Dun  &  Bradstreet  Corporation 

Foundation 
First  Manhattan  Co. 
Ford  Motor  Company  Fund 
Fortunotf 

The  Friars  Foundation 
Grey  Advertising  Inc. 
The  Guardian  Life  Trust 
Hotel  Parker  Meridien 
J.M.  Huber  Corporation 
ItalCable  USA 
Kobe  Steel 

Mannesman  Capital  Corporation 
Minolta  Corporation 
Mitsubishi  Cable  America 
Mitsubishi  Materials  America 

Corporation 
Mitsui  OSK  Lines  (America) 
The  New  Yorker/Samuel  I.  Newhouse 

Foundation 
Nippon  Credit  Bank 
Nishizawa  (USA)  Ltd, 
Nissho  Iwai  American  Corporation 
Normchukin  Bank 
Ogiivy  &  Mather 
Pall  Corporation 
Panalpina  Inc. 

James  Stewart  Polshek  and  Partners 
Rapid  Industrial  Plastics  Co.  Inc. 
Robert  Plan  Corporation 
Rockefeller  Group 
Paul  Stuart  Inc. 

Sumitomo  Corporation  ot  America 
Syms  Corporation 
J.  Walter  Thompson  Company 
Toyobo  America  Inc. 
Toray  Industries  (America),  Inc. 
White  &  Case 
Wien,  Malkin  &  Bettex 

Siutainer.t  $999  and  under 

Cranston  Print  Works 

Elias  and  Bertha  Fife  Foundation  Inc. 

Holborn  Agency  Corporation 

Independence  Savings  Bank 

C.  Itoh  &  Co.  (America)  Inc. 

Judith  Leiber,  Inc. 

Loehmann's,  Inc. 

LQM  Petroleum  Services 

Mitsubishi  Rayon  America 

Orion  Capital  Corporation 

Panwy  Foundation 

Richloom,  Inc. 

Saudi  Petroleum  International.  Inc. 

Toronto  Dominion  Bank 

Wintherthur  Swiss  Insurance  Co. 

Woolworth  Corporation 


For  more  information  on  corporate  giving  opportunities  at  Carnegie  Hall,  please  call  Vicki  Freeman, 
Director,  Corporate  Fund  at  (212)  903-9653. 
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When  you  look  at  the  numbers,  you  might  conclude  that  the 
stock  market  looks  high,  but  it  looked  high  in  1960,  too. 


Inflation 
is  the  key 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


It  has  become  fashionable  to  say 
that  dividends  do  not  matter,  only 
capital  gains  do.  I  disagree.  Dividends 
account  for  a  solid  40%  of  the  12% 
that  stocks  have  returned  on  average 
over  the  past  67  years. 

Dividend  yields  generally  trade  in  a 
range  of  3%  to  6%,  although  the  level 
has  dropped  as  low  as  2.87%  and  has 
gone  as  high  as  8.77%.  When  the  level 
drops  below  3%,  investors  worry.  To- 
day the  dividend  yield  is  2.9%.  The 
yield  has  moved  south  of  3%  on  only 
four  other  occasions — 1961,  1968, 
1972  and  1987 — and  each  time  the 
market  corrected  sharply. 

Should  investors  start  to  worry  now 
that  dividends  have  dropped  into  this 
apparent  danger  zone?  No.  The  two 
keys  to  interpreting  dividend  yields 
are  inflation  and  corporate  health — 
and  both  are  favorable. 

Let's  look  first  at  inflation.  When 
dividend  yields  exceed  the  inflation 
rate,  stock  prices  do  quite  well,  even  if 
dividend  yield  is  toward  the  low  end 
of  the  range.  After  all,  investors  own 
stocks  for  the  fliture  flow  of  dividends 
that  they  will  deliver.  With  inflation 
moderating  to  a  2%  to  2V2%  annual 
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rate,  stocks  promise  investors  a  real, 
current  return  on  their  money. 

The  outlook  on  inflation  is  very 
encouraging. 

First,  the  economy  is  suffering  from 
a  chronic  employment  problem.  Lay- 
offs in  the  manufacturing  and  ser\ace 
sectors  are  painfull  at  many  levels,  but 
they  also  are  boosting  productivity. 

Second,  the  world  economies  are 
not  synchronized  at  this  time,  so  there 
is  not  much  pressure  on  prices  caused 
by  higher  demand  levels  from  our 
trading  partners. 

Third,  commodity  prices  are  still 
declining. 

Fourth,  the  depression  in  the  com- 
mercial real  estate  market  continues 
to  exert  a  powerful  deflationary  influ- 
ence on  the  economy. 

Finally,  the  U.S.  dollar  is  strong. 
The  strength  puts  upward  pressure  on 
dollar-denominated  prices  in  foreign 
markets,  taking  away  American  com- 
panies' ability  to  raise  prices.  Mean- 
while, imports  are  cheaper.  All  of 
these  factors  will  restrain  inflation 
growth  for  some  time. 

Now  what  about  corporate  health, 
the  other  ingredient  needed  to  pro- 
duce real  dividend  yields?  Here  again 
the  prospects  look  favorable.  Based 
on  my  estimates  of  earnings  and  divi- 
dends for  the  s&P  500  this  year,  the 
payout  ratio  is  currently  48%.  Histori- 
cally, the  ratio  moves  in  a  range  of  40% 
to  60%,  so  today's  payout  ratio  is 
toward  the  low  end  of  the  scale. 
Moreover,  the  payout  ratio  is  headed 
lower:  Dividend  growth — estimated 
at  6%  to  8%  over  the  next  few  years — 
will  be  outstripped  by  earnings  ad- 
vances of  12%  to  15%. 

When  payout  ratios  are  low  as  now, 
the  potential  for  growth  in  dividends 
is  obviously  high,  especially  when 
companies  are  strengthening  balance 
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sheets  by  selling  massive  amount: 
equity  and  repaying  debt. 

People  worried  about  what  they 
as  a  current  high  level  of  stock  p 
would  do  well  to  study  the  1950s 
that  decade  equities  appreciated 
compounded  annual  rate  of  19 
People   were   worried.   The   marl 
couldn't  keep  this  up. 

Not  only  had  the  market  done  t 
ceedingly  well,  but  stock  yields 
3.31%  reached  historical  lows  in  abi 
lute  terms  and  dropped  below  boj' 
yields  for  the  first  time  ever.  It  seerrj  ■ 
clear  that  stocks  were  overpriced 

Def\ang  what  was  then  convi 
tional  wisdom,  stocks  produced  a 
spectable  return  during  the  dec; 
that  followed.   To  be  specific,  t 
compound  annual  return  was  7.1l 
during  the  1960s — not  as  high  asi 
the  1950s  but  more  than  satisfacto 

A  dramatic  change  in  investnu 
psychology  produced  this  unexpel  *"'^^" 
ed  outcome.  Earnings  began  to 
analyzed    more    closely,    predict! 
more  frequently,  and  would  ultima ' 
ly  displace  dividends  as  a  critical  c ' 
ment  in  valuing  stocks.  At  the  sai 
time,  investor  perceptions  of  the  ri: 
inherent    in    bonds    as   opposed 
stocks  also  changed.  As  it  turned  o 
stock  and  bond  yields  never  revert 
to  the  pre- 1959  relationship. 

There  is  much  to  be  learned  fn 
the  experience  of  the  1950s.  Today' 
then  we  have  come  off  a  decade 
superhigh  returns.  Today  as  then  dt" 
dend  yields  exceed  inflation,  with  I 
result  that  investors  win  in  real  tcH 
on   a   current   basis.    Until    inflati 
moves  ahead  of  yields,  I  believe  i 
stock  market  will  perform  well.  Huy 
should  not  expect  a  repeat  perf 
mancc  of  the  past  decade,  but  they  i 
anticipate  10%  to  12%  returns  over  i 
next  several  years. 


Forbes  ■  March  15,  1 
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MONEY  &  INVESTMENTS 


V  iuing  the  yen  probably  won't  do  much  to  reduce 
)  ^panose  trade  surplus,  but  it's  a  politically 
i^  able  way  of  seeming  to  be  doing  something. 


p  the  yen 


IDREWJ.KRIEGER 


tia* 


I.  Krieger  is  managing  director 
rrency  Advisors,  Inc., 
exchange  investment  management 
ging/advisoryfirm 
Englewood  Cliffs,  N.J. 
hor  of  The  Money  Bazaar. 


LAST  COLUMN  I  Outlined  some 
\  enormous  pressures  that  are 
ng  on  the  spot  dollar/yen  rela- 
ip,  and  I  noted  how  these  pres- 
m\\  probably  resolve  themselves 
;  next  few  months  through  a 
currency  shift.   This  shift  is 
/  under  way.  The  Bank  of  Japan 
wered  the  official  discount  rate 
basis  points,  to  2.5%,  and  there- 
it  a  strong  message  to  the  mar- 
Kat  this  may  be  its  last  easing  of 
urrent  cycle.   The   market  re- 
ied  with  a  resounding  vote  of 
)val,  as  the  yen  began  to  surge 
■r  on  very  heavy  volume,  rallying 
-ly  from  125  to  120. 
is  interest  rate  move  has  implica- 
vis-a-vis  broader  policy  shifts.  It 
:hat  the  next  round  of  Japanese 
oniic  stimulation  is  almost  cer- 
to  come  in  the  form  of  a  fiscal 
t.  This  combination  of  stable-to- 
;  interest  rates  coupled  with  fiscal 
th  packages  is  generally  a  very 
:rful  recipe  for  a  strong  currency, 
I  suspect  that  the  current  situa- 
.\ill  prove  no  difterent. 
le  pressures  for  a  strong  yen  will 
irther  intensified  by  the  far  more 
rontational  trade  stance  that  the 
U.S.  Administration  is  apparent- 
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ly  set  to  endorse.  Driving  U.S.  anger  is 
the  continuing  spectacle  of  mounting 
Japanese  trade  surpluses.  By  strength- 
ening the  yen,  the  Japanese  govern- 
ment would  relieve  some  of  these 
pressures  by  making  Japanese  goods 
more  expensive  abroad. 

Such  a  move  wouldn't  necessarily 
do  much  for  the  trade  balances. 
Strengthening  the  yen  was  tried  dur- 
ing the  1980s  but  did  not  do  much 
either  to  increase  Japanese  imports  or 
decrease  Japanese  exports.  The  Japa- 
nese trade  surplus  remained  embar- 
rassingly high.  Between  1985  and 
1987  the  value  of  the  yen  doubled,  yet 
Japanese  exports  continued  to  chug 
along  at  a  healthy  clip.  This  seems  to 
indicate  that  there  are  noneconomic 
problems  involved  that  do  not  yield  to 
currency  revaluation. 

But  even  though  strengthening  the 
yen  might  not  do  much  to  get  Ameri- 
cans to  buy  fewer  Japanese  goods  or 
Japanese  to  buy  more  American,  it 
would  enable  the  politicians  on  both 
sides  to  show  the  voters  they  were 
doing  sopiething. 

Alternative  methods  of  dealing 
with  Japan's  chronic  surpluses  are 
even  worse.  Tariffs  and  retaliation  can 
unleash  destructive  forces.  Trade  pro- 
tectionism is  to  be  avoided  at  nearly 
any  cost. 

A  third  way  of  dealing  with  the 
Japanese  surpluses  would  be  through 
a  transformation  of  the  Japanese  in- 
frastructure, particularly  as  it  relates 
to  the  procurement  of  goods  and 
services.  This  would  be  exceedingly 
difficult  to  implement,  and  is  there- 
fore unlikely  to  happen. 

So,  1  would  expect  fiirther 
strengthening  of  the  yen.  The  curren- 
cy solution  would  likely  entail  a  bilat- 
eral agreement  between  the  U.S.  arid 
Japan  (or,  alternatively,  a  multilateral 
agreement  encompassing  the  balance 
of  the  G7  as  well)  in  which  the  deci- 
sion woi^ld  be  taken  to  push  the  yen  to 


much  higher  levels  against  both  the 
dollar  and  the  major  European  cur- 
rencies. The  government  officials 
would  issue  strong  statements  about 
the  undervaluation  of  the  yen  and 
about  the  need  for  ftirther  yen  appre- 
ciation to  address  the  growing  global 
trade  imbalances.  Official  currency 
market  intervention  could  also  be  an- 
ticipated to  reinforce  the  perception 
that  yen  purchases  should  be  transact- 
ed without  delay.  This  policy  move 
would  likely  generate  at  least  a  10% 
currency  appreciation  because  it  is 
backed  up  by  many  critical  ftindamen- 
tal  conditions. 

Whether  or  not  this  development 
occurs,  the  new  U.S.  Administration 
has  shifted  to  an  aggressive,  combat- 
ive mentality  toward  its  trading  part- 
ners. This  goes  deeper  than  the  last 
election.  It  came  about  after  the  col- 
lapse of  the  Soviet  Union  and  the  end 
of  the  Cold  War.  Upon  the  U.S.S.K's 
demise,  the  U.S.  was  no  longer  driven 
by  the  gamesmanship  of  geopolitical 
power  maneuverings,  but  rather 
turned  its  attention  to  international 
economic  competitiveness. 

After  only  a  modicum  of  self-ex- 
amination, the  U.S.  discovered  to  its 
dismay  that  it  had  suffered  a  notable 
decline  in  economic  and  financial 
power  versus  the  rest  of  the  world.  It  is 
natural  for  ruling  parties  to  seek  a 
scapegoat,  preferably  a  foreign  one, 
when  domestic  issues  are  proving 
troublesome.  What  handier  target 
than  the  "Japanese  export  machine"? 

These  problems  and  the  need  for  a 
scapegoat  are  going  to  be  around  for  a 
long  time.  Thus  the  issue  of  free  and 
fair  trade  may  very  well  prove  to  be  the 
key  factor  in  the  currency  markets 
(and  bond  and  equity  areas  as  well)  for 
quite  some  time. 

In  the  Nov.  23,  1992  issue,  I  rec- 
ommended that  you  buy  a  March  73 
mark/yen  put  at  the  price  of  38.  Since 
then,  the  option  has  increased  in  value 
to  a  price  of  240.  Even  though  1  think 
the  yen  is  headed  higher,  I  wouldn't 
be  greedy;  take  your  profit  by  selling 
your  options.  If  you  want  to  speculate 
on  the  likelihood  of  fiirther  apprecia- 
tion in  the  yen,  I  recommend  that  you 
continue  to  run  your  remaining 
March  87  yen  strangle.  I  previously 
advised  you  to  sell  half  the  position 
that  cost  about  60  at  a  price  of  124. 
The  current  price  is  85.  ^ 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


^^^^^      My  new  Performance 

#         |H      Ratings  of  all  NYSE 

1  ^  |C^^H     stocks  show  200  ex- 

W^m     tremely  vulnerable 

.^^T      stocks  (rated  8  or 

l«|^^  9)-includlng  some 

^  MM  very  famous  names 

^H        ^H   -which  I  believe 

MARTIN  ZWEIG     could  "take  a  bath." 

I'll  rush  you  the  Performance  Ratings 

for  the  next  3  months  ($45  value)  as 

a  BONUS  with  your  trial  to  The  Zweig 

Forecast.  I'd  also  like  to  send  you,  as 

a  gift,  the  hardcover  edition  of  my 

book,  "Winning  on  Wall  Street," 

showing  the  long-term  performance 

of  my  key  market  indicators  which 

helped  The  Zweig  Forecast  score 


608.7%  gains,  with  exceptionally  low 

risk,  for  the  12  years  since  Hulbert 

began  monitoring  advisory  services. 

(Past  results  do  not 

guarantee  future 

results.)  Call  today  for 

bonus  Performance 

Ratings  and  gift  book 

($20  retail)  with  your 

Zweig  Forecast  trial. 

Time  is  crucial. 

EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9060 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 
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BUSINESS  OPPORTUNITIES 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  MarujfaclurIng  to  Small  Retail  Shops 
No  Brokerage  Fees 
To  Buy  or  Sell 

1-800-999-SALE 

GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 
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^LAST 
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VOICE  MAIL 
^^ '   TELEMARKETING 
«*CALL  PROCESSING 

Transform  your  PC/XT/AT/386  into  a  multi-ime  voice  pto 
cessing  command  center  Intelligently  process  yoor 
sales,  inquires,  and  messages  Complete  package 

Multi-Line  'voice  soiunom       $995 

SINGLE  LINE  IBigmOulhl  S29S 

(Develooer'OEM  packagK  availaOler 

VISA_MC-AMEX-COD 
FOR  SALES  OR  ^FORMATION 

Call:  1-800-947-4884 

CALL  15101522  3800  •  FAX   15101522  5556 

TALKING  TECHNOLOGY,  INC.   :K=r 

1125  AILANIIC  WE    •  ALMEOi    CA  9«01      /// 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelt  Corporations. 
^MuuKirt'     CaM/Wrtte  for  FREE  KIT: 
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P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321  -CORP  •  302-662-6532 


U.S.  EXPORTS -JAPAN 

WELL  ESTABLISHED  U.S.  COM- 
PANY (50  YEARS)  WITH  OWN 
OFFICES  IN  TOKYO  &  OSAKA. 
SEEKS  U.S.  MANUFACTURERS 
OF  INDUSTRIAL  PRODUCTS  FOR 
EXPORT  TO  JAPAN.  CONTACT 
ROY  S.  LANGE  TEL:  (212) 
244.5022/FAX:  (212)  564.4107     . 


CATJILOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  «o: 

Free  Business  Catalog 

U.S.  Government  Printing  Office 

Office  of  Marketing— Stop  SM 

Wuhlngton.  DC  20401 


National  Public  Company 

First  time  offer  Coin-operated  fiot 
pizza  machiines  Worldwide  patents 
FDA connpliance.  ULIisted  Un- 
limited potential  Tested,  proven 
moneymaker  $5000-$6000  weekly 
cash  earnings  possible  Prime  areas 
available  for  minimum  investment 
Call  Mr.  Alberts  1-800-949-2158 
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Receive  Value  Line 
for  only  ^Si  $55 

An  introductory  subscription  to  The  Value  Lme  Investment  Survey  brings  you  the 
2(XX)-page  Investors  Reference  Library— Value  Line's  nnost  recent  Ratings  and  Reports 
1700  stocks  and  the  practical  guide  How  \o  Invest  in  Common  Stocks.  You  will  also  n 
analyses  of  about  130  stocks  each  week  for  10  weeks  for^jes  $55.  Available  only  once  & 
years  to  any  household.   SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME  TAX  1 
(Retail  price  $14.00).  With  your  subscription  you  will  receive  absolutely  free  J.K.  Lasser's] 
Income  Tax  1993  (528  pages)  with  •  hundreds  of  money-saving  tips  for  reducing  your  l 
complete  instructions  for  preparing  your  tax  return  •  year-round  financial  planning  advice 
hour  telephone  helpline  •  free  tax  update  supplement  with  forms  for  filing  and  late-breakii 
law  changes.  (Available  while  supplies  last.)  Your  subscription  to  Value  Line  may 
be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with 
name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 


(Ext  2903-Dept  216L15)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 

7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery 

NY  reskJents  add  sales  lax.  Foreign  rales  upon  request. 

The  Value  Line  Investment  Surrey* 

711  3rd  Avenue 
NY  10017-4064 


COMPUTER  SOFTWARE 


10  Million  Businesses  &  Phone 
Numbers. ..on  one  CD-ROM! 


Frustrated  with  Telephone  Company  Directory  Assis 
lance?  Tired  of  spending  hours  trying  to  locale  a 
company?  Stop  going  in  circles!  Witti  Ifils  ons  CO- 
ROM  you  can  have  every  business  &  phone 
number  right  on  your  PC,  Find  companies  bv  name 


EDUCATIONAL  SERVIC 


even  if  you  don't  know  where  they're  located  Or 
search  bv  phone  number  to  lind  the  business 
name  Order  yours  today,  complete  with  a  CD-ROM 
drive  lor  $995!  That's  right  —  a  "plug  it  in  and  go" 
system  for  $995i  Call  1-402-593-4595  now! 

American  Business  Inlormation 

S711  Soulli  tern  Circia  •  P  0  8oi  27347  •  Omaha.  NE  6(127 

Phone:  402-S93-4S9S  •  Fax:  402-331-6681 
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OFF  SHORE  BANKING  GUIDE 


Enjoy  tax  free  banking  in  the 
Cayman  Islands,  or  any  other 
Caril)l)ean  tounti-y.  Dii-cctory 
includes  addre.sses  and  phone 
nunil)ers  of  ail  ofT  shore  banks. 

.$39.95  check  to*  Spy  Supply 

7(:olbyCt.,Dept.FI 
Bedford,  NH  03110  (617)  327-7272 


Earn  YOUR  Degre 
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Administration,  International 
ness.  Human  Resources.  ^ 
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FREE  VIDE* 


EXTERNAL  DEGRi 

BA/BS  MS/MBA  PhD/JII 
I  Credit  lor  worV/life  exp    •  Accr«(J 
(800)  955-8879  (24  hrs. 

LaSalle  UniversiiI 

I  D«pt.  879  Mandevilla,  LA  70470  j 
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,^«"'  Don't  Lose  Their  Attention! 
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FREEISUND 
RESORT  GUIDE 

Only  resort  in  the 

world  with  three 

courses  ranked  in 

Golf  Digest's  Top 

75!  Plus,  10  miles  of 

beacn,  tennis,  18 
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Ravenel  Associates. 
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^NTEED  LIQUIDITY!!! 
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^  Quality 

Imaging  from  Your  Files 


Digital  Output 

•  Slides  •  Overheads^ 

•  Canon  Color  Lasers 
Photo  Color  Prints 
Pre-Proofs/Scann/np 

-  Sliort-Run  Color 


12  Hour  Turnaround 

Call  for  info! 

800-232-5411 

404-874-6740' 

22  Sevetith  St.  •  Atlanta,  GA  30308 


EXECUTIVE  GIFTS 


•  16"  to  22"  mcxJels  ore  hand- 
crafted from  solid  mohogony  with 
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•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guoranteed 

Call  1-800-950-9944 
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TICKETS 


Global  Ticl<et  Service 

Concerts,  Sports,  Theatre-Nationwide 
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Tour  Packages  and  Air  Tickets  Available- 
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Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

RO.Box  24426,  Dept.  FG3,  Seattle,  WA  98124 


EXECUTIVE  GIFTS 


S^  Behold 


One  has  been  eaten  by  an  elephant- 
three  times;  others  have  sail&d  in  Amer- 
ca's  Cup,  and  gone  to  war  with  the  Canadians  in  the 
Gulf.  Acknowledged  the  world's  best  outdoor 
hat,  the  Tilley'  floats,  ties  on,  repels  rain, 
won't  shrink  and  lasts. 

Natural-coloured,  strong,  soft,  USA-treated, 
cotton  duck  blocks  UVA  &  B  radiation.  British 
brass  hardware.  Sewn  with  care  in  Canada.  Four- 
page  Owner's  Manual.  Every  size.  $45;  $3  s/h. 

Free  but  priceless  64-page  catalogue  of  the 
world's  best  travel  and  adventure  clothing. 
(Sir  Edmund  Hillary:  "I  wear  it;  it's  jolly  good 
stuff")   Refund?   Anytime. 

liUey  Endurabfes  isoo  338  2797 

3525  Seneca  St.,  West  Seneca.  NY  14224 
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ORGANIZERS  «.  DATA  BANKS 


diiVSIO    B.O.S.S. 

SF-R20 237.95     SF-R10 209.95 

SF-9300 139.95     SF-8300 99.95 

SF-5300 64.95     SF-4300 46.95 

SHA.RP    WIZi<VRD 
OZ-9600 CALL     OZ-8600 349.95 


OZ-8200 249.95 

OZ-7420 179.95 

IQ-8200 199.95 

ZQ-5200  119.95 


OZ-8000S 209.95 

IQ-8400 269.95 

YO-600 157.95 

ZQ-2400 77.95 


MONTBLANC  PENS 


IVIEISTERSTUOK  SERIES 

149  LARGE  FOUNTAIN  PEN  (BK) 249.95 

146  MEDIUM  FOUNTAIN  PEN  (BK/BU)  ...199.95 

144  SLIM  FOUNTAIN  PEN  (BK/BU) 159.95 

164  TWIST  BALLPOINT  PEN  (BK/BU) 89.95 

163  TWIST  ROLLERBALL  (BK/BU) 109.95 

ORDER  TOLL  FREE;  800-572-5349 
IN  NY  STATE:  718-634-2220  •  FAX:  7IS-634-3S99 

Satisfaction  GuARANfTttDi  14-Day  Money  Back  Guaran- 
tee (with  prior  approval)  minus  shipping  &  handling  charges, 
if  returned  in  mint  condition  and  in  original  pacltaging  with 
unfilled  warrantee  cards  SHIPPING  &  HANDLING  ADDI- 
TIONAL. NY  STATE  RESIDENTS  ADD  SALES  TAX 
MHz  Enterprise,  Corp. 
264  B.  141  Street,  BaiE  Harbor,  tvJY  11694 


MAIL  ORDER 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette",  the  custom- 
built  residential  ele- 
vator that's  ideal 
tor  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
Information; 


INCLINAIOR 


COMPANY     OF 

Dept.  7 
P.O.Box  1557 
Harrlsburg,  PA 
17105-1557 


AMERICA 


EXECUTIVE  GIFTS 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent  and 
reUeve  back  pain. 

•Forward-tilt 

feature 
•Adjustable 

neck  rest 
•Built-in  adjustable 

lumbar  support 

To  fit  individuals  from  5'2"  up  to  6'6". 


BackSaver  caU  1-800-251-2225 

Ia\  Z^  lirs.  l-«(H)-4-iV')WI') 

5.^  leffrtv  .\ve..  F.\IE.  HoUistoii.  M.\  t)174(i 


iriiimii/n^kHii 


EDITED  BY  THOMAS  JAFFE 


Defiant  on  Pfizer 

It  takes  cour.\ge  to  recommend  a 
drug  stock  when  even  the  President  of 
the  U.S.  is  attacking  the  group  for 
making  too  much  money.  But  Gra- 
ham Tanaka  of  New  York's  $95  mil- 
lion (assets)  Tanaka  Capital  Manage- 
ment is  telling  clients  to  buy  $6.9 
billion  (sales)  Pfizer  Inc.  Recent  price, 
57%,   off  31%   since   last   summer. 

For  six  years,  1986-91,  Pfizer's 
earnings  were  relatively  flat.  The  com- 
pany's pipeline  of  new  drugs  ran  dr\^ 
But  during  the  period  Pfizer  spent 
over  $3  billion  on  research  and  devel- 
opment. The  result:  Since  1989  it  has 
introduced  six  very  promising  drugs 
in  the  U.S.  market.  Three  of  them — 
Procardia  XL,  Nor\  asc  and  Cardura — 
are  for  hypertension  and/or  angina. 
The  other  three  are  antibiotic  Zithro- 
max,  antifijngal  Diflucan  and  antide- 
pressant Zoloft. 

Tanaka  notes  Pfizer  also  has  already 
spent  many  millions  to  launch  these 
drugs.  As  a  result,  he  says,  the  compa- 
ny is  set  to  enjoy  widening  profit 
margins  ft"om  their  sale. 

In  anticipation  of  controls  on  how 
much  it  can  charge  for  its  drugs,  Pfizer 
has  said  that  this  year  it  will  limit  price 
increases,  across  the  board,  to  just  3%. 
Even  so,  Tanaka  says  the  company's 
potential  for  incremental  margin 
growth  cannot  help  but  show  up 
strongly  as  the  year  goes  on.  He 
thinks  Pfizer  can  still  earn  over  S4  a 
share  this  year,  roughly  a  30%  gain 
over  last  year.  That  means  the  stock  is 
selling  for  a  cheap  13.5  times  Tana- 
ka's  1993  earnings  estimate. 

Norfolk  Southern's 
albatross 

A  HUSBAND-AND-WIFE  TEAM  of  ana- 
lysts— Joel  and  Luella  Price,  of  Don- 
aldson, Luflcin  &  Jenrette — think 
$4.6  billion  (sales)  Norfolk  Southern 
Corp.  is  the  premier  company  in  the 
railroad  business.  Based  in  Norfolk, 
Va.,  the  company  provides  nearly 
15,000  miles  of  rail  serx'ice  in  20 
states,  mainly  east  of  the  Mississippi. 
This  year,  as  the  economy  recovers, 
the  Prices  expect  the  railroad  to  enjoy 
a  modest  rebound  from  shipping 
high-margin  coal  as  well  as  general 
merchandise.  Norfolk  also  makes 
good  money  moving  popular  auto- 
mobiles such  as  Ford's  Taurus,  made 
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North  American  Van  Lines  trucks 

An  albatross  in  search  of  a  turnaround. 


in  Atianta  and  Chicago,  and  the 
Toyota  Camn',  made  in  Kentucky, 
and  has  signed  a  big  contract  with 
Chn'sler  to  ship  its  cars. 

Alas,  Norfolk  has  an  albatross, 
North  American  Van  Lines.  In  1991 
it  took  a  S498  million,  or  S3. 37  a 
share,  earnings  charge  related  to  sev- 
erance payments  and  asset  write- 
downs at  the  motor  carrier.  Last  year 
it  took  another  SIS  million  earnings 
charge  to  increase  North  American's 
casualt}'  claim  and  \\'orkers'  compen- 
sation reserves. 

No  matter.  Despite  its  trucking 
woes,  last  year  Norfolk  earned  a  rec- 
ord S3. 94  a  share.  The  analysts  Price 
expect  Norfolk  to  earn  S4.55  a  share 
this  year,  up  16%,  and  S5.05  in  1994. 
The  Prices  note  that  David  Goode, 
Norfolk's  new  chief  executive,  has 
made  fijrther  restructuring  at  North 
American  a  top  priorit\'. 

For  the  past  year  and  a  half  or  so, 
Norfolk  stock  has  been  stuck  in  a 
trading  range  between  the  mid- 50s 
and  mid -60s.  Recent  NYSE  price,  6  3  Vs. 
The  Prices  think  the  stock  will  go  to 
78  over  the  next  12  months. 

A  savior  for  Safeway? 

Safeway  Inc.,  1992  sales  of  SI 5.2 
billion,  operates  some  1,100  super- 
markets, mainly  in  the  western  U.S. 
and  Canada.  In  1986  Kohlberg  Kravis 
Roberts  &  Co.  acquired  the  Oakland- 
based  chain  in  a  $5.7  billion  leveraged 
buyout.  Four  years  later,  in  April 
1990,  KKR  took  Safeway  public  at 
SI  1.25  a  share.  That  year  Safeway 
earned  91  cents  a  share. 

Alas,  the  following  year  earnings 
dropped  to  69  cents  and  last  year 
recovered  to  only  96  cents  a  share — 
excluding  a  I2-cent-a-share  charge 
for  warehouse  consolidation. 
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Safeway's  Big  Board  stock, 
got  as  high  as  21%  in  1991,  h 
fallen  to  a  recent  1 1%,  just  ab 
IPO  price. 

There   are   three   culprits 
Safeway's    troubles:    the    rec 
tougher  competition  and  low 
tion.  Things  are  especially  bad  i: 
ada,  home  to  about  20%  of  its 

To  turn  the  tide,  KKR,  whic^' 
controls  67%  of  Safeway's  stock,Lj 
to  have  made  a  management  c^p' 
at  the  top.  Peter  Magowan,  51, 
of  Safeway's   founding   family  j- 
teamed  with  KKR  in  the  LBO,  relp' 
chairman  but  is  no  longer  in  char, 

daily  operations.  Now  the  presidsp^ 

Steven  Burd,  43,  a  turnarounff-^ 
who  previously  worked  at  rir  ' 
bisco,  Fred  Meyer  and  Stop  &  She 
which  were  also  KKR  buyouts. 

Analyst    Gary    Giblen    of   P 
Webber,  applauds  the  move.  Re 
ly,  Safeway  announced  that  it  \\ 
make  corporate  staflfcuts  and  c(»pnw 
date  its  Sacramento  warehouse  oj"  ' 
tions  into  a  new  Tracy,  Calif  tac: 
Giblen  thinks  it  should  consider  ipcDoi 
its    excess    distribution    capacir 
ser\'e  other  supermarketers. 

Giblen  suggests  that  Safew  a\ 
sell  its  Washington,  D.C.  and  P 
nix  divisions,  both  struggling 
notes  that  Washington  is  its  onl 
operation  east  of  Denver.  The 
agement  of  the  Portland,  Ore. 
Seattle  divisions  could  be  consol 
ed  as  well.  Meantime,  Safeway  coi 
ues  to  upgrade  its  stores  to  a  Li 
format,  so  they  can  carry  a  hig 
margined  mix  of  goods. 

Giblen  estimates  Safeway  will 
$1 .22  a  share  this  year,  up  2(S 
last  year's  95  cents  a  share,   : 
continuing  operations.  He  sees 
stock  at  19  in  12  months. 


Alaska  gusher 

Oilmen  are  buzzing  over  the  Img 
strike  recently  made  by  Atlantic  P 
field  and  Phillips  Petroleum  in  • 
ka's  North  Cook  Inlet.  The  find  <- 
amount  to  anywhere  from  300 
lion  to  1  billion  barrels  of  recovn 
oil,  making  it  perhaps  the  bii 
domestic  discovery  since  Pm 
Bav.  Production  is  scheduled  to  1  > 
in  1996. 

The  stocks  of  Arco  (recent  i 
116%)  and  Phillips  (28y8)  are  b.  -i 
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news.  But  the  North  Cook 

blind  may  have  a  far  greater  im- 

i  the  fortunes  of  two  smaller  oil 

nies,  $50  million  (estimated 

ales)  Global  Natural  Resources 

nd    $37    million    (revenues) 

ix  Resource  Cos.  Both  are  ves- 

j  )f  Bernie  Cornfeld's  infamous 

3rs  Overseas  Services. 

le  1960s  oil  promoter  John  M. 

ichdwho  ended  up  in  jail)  bought 

acts  of  Arctic  drilling  rights 

;h  his  King  Resources,  which 

Dsely  associated  with  Cornfeld's 

ncluded  were  10,000  acres  in 

)ok  Inlet  under  an  existing  Phil- 

%   s  field.  After  lOS  collapsed  in  the 

ii.r7  .,  those  rights  were  transferred 

vP  )enix  and  Global,  both  of  which 

Si"  restructured.  But  neither  com- 

1  :ould  afford  to  develop  the  field. 

hoenix,   which   controlled   the 

je,  sold  the  drilling  rights  for 

million  to  Phillips,  which  was 

oined  by  Arco. 

:kily,  however,  Phoenix  kept  a 
oyalty  interest  on  any  fijture 
iction  from  the  site.  As  for  Glo- 
still  retains  a  1%  overriding 
y  stake. 

lile  those  small  positions  get  no 

ion  in  Global's  financial  disclo- 

and    only   scant    mention    in 

nix's,  their  impact  could  be  spec- 

ar.  If  the  new  find  is,  say,  500 

m  barrels,  Global  will  get  5  mil- 

Darrels  of  oil.  Starting  in  1996, 

ould  add  $10  million  a  year  to 

al's  profits — double  what  it  may 

this  year  from  its  other  oil  and  gas 

itions.  In  Phoenix's  case,  annual 

ngs  could  jump  25%  come  1996. 

;spite  these  prospects.  Phoenix 

there  are  4.2  million  shares, 

owned  by  Goldman,  Sachs — has 

/  been  little  changed,  trading  on 

\mex  at  around  32.  Ditto  Glo- 

23.7  million  Big  Board  shares. 

;nt  price,  about  7V2.  (Prudential 

21%.  Insiders,  including  New 

:   investment   partnership    Noel 

up,  own  another  28%  or  so.) 

lobal's     management,     led     by 

irman  James  Niven  (son  of  the 

David)  and  President  Robert 

is  eagerly  buying  up  Global 

k.  Said  Vagt,  who  bought  another 

)0   shares   the   day   Streetwalker 

d : '  'We  're  not  privy  to  the  drilling 

,  but  we  hope  the  find  is  as  big  as  it 

be."     -James  R.  Norman     Hi 
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Get  Started  Now 
On  Lowering  Your 

1993  Tax  Bill 

If  you're  concerned  about  rising  taxes  in  1993,  now  may 
be  the  time  to  consider  tax-free  investing.  And  Fidelity  has 
created  an  entire  family  of  tax-free  frinds  to  help  you  pay 
less  tax  and  keep  more  of  what  you  earn. 


You  can  choose 
a  low  risk  strategy. 

Our  Spartan®  Short-Intermediate 
Municipal  Fund  offers  higher  current  federally 
tax-free  yields  than  fixed- 
price  money  market  fijnds.' 
Yet  it  has  low  share  price 
volatility  because  it  invests 
only  in  high  and  upper 
medium  quality  short- 
term  municipal  bonds. 
(Minimum:  $10,000.) 


Spartan  Short- 
Intermediate  Municipal 


6.07* 

Tax-equivalent  Yield* 


4.19* 

Current  Yield* 


Let  Fidelity  show  you  how  to 

benefit  from  tax-free  investing.Call  for  a  fi'ee  fact 
kit  which  includes  a  prospectus  with  more  com- 
plete information  including  charges  and  expenses. 
Read  it  careMy  before  you  invest  or  send  money 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments® 


2r 


*30-(layyieldasof2/10/93.  U.  lO  ,Di3^  andO.uU  were  the  average  annual  returns  for 
1-year,  5-year,  and  the  hfe  of  the  hind  (commencement  of  operation  1 2/24/86) ,  respectively  for  the  period 
ended  12/31/92.  The  tax-equivalent  yield  is  based  on  the  1993  federal  income  tax  rate  of  31%.  Yield,  share 
price  and  return  will  vary.  Performance  figures  are  historical  and  total  return  includes  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  $5  account  closeout  fee  on  an  average  size 
account.  You  may  have  a  gain  or  loss  when  you  sell  your  shares.  'A  portion  of  income  may  be  subject  to  the 
federal  alternative  minimum  tax.  Fidelity  Distributors  Corporation.  CODE:  FORB/STM/031 593 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA^" 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
I  here  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


jat.  It 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flig; 

Find  out  more  about  this 
paradise  in  the  Fijis  and  ou 
Special  Island  Exclusive. 
Laucala,  owned  and  operate 
by  Forbes  Magazine.  For 
more  information  write  I 
Errol  Ryland,  Manager,  31 
Box  149,  Fort  Garland,  O 
81133,  or  call  1-800-FORBF,' 
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lore  things  change . . ." 
:ars  ago  in  Forbes 

THE  issuK  OF  Mar.  17, 1923) 


il-range  transmission  gave 
I GMC  truck  its  pulling  power. 


j:  luch  soft  coal  has  been  used  in 
fork  this  winter  that  in  the  little 
[.paces  in  the  industrial  sections 
[low  has  taken  on  a  coating  of 

ithin  a  day  or  two  after  falling. 

hs  who  have  read  Bleak  House 

)een  reminded  of  Dickens'  de- 

[on  of  soot  flakes  so  large  hanging 

)ndon  town  that  they  looked 
how  gone  into  mourning." 

I  adjournment  of  Congress  is 

Jted  to  open  the  way  for  the 

jusion  of  many  mergers  which 

?een  held  in  abeyance  because  of 

iwillingness  to  have  Congress 

tnt  committees  which  would  sit 

|e  proposed  business  deals  during 

immer." 

jrears  ago 

I  THE  ISSUE  OF  Mar.  15, 1933) 
km  the  Pacific  Coast  has  spread  a 
ig  plan  that  has  food  manufactur- 


A  thermometer 
21  stories  high 
was  built  to 
advertise  Havo- 
line  motor  oil 
to  visitors 
.at  the  1933 
Chicago  Century 
of  Progress 
Exposition. 


ers  clinging  desperately  to  the  fence, 
chain  stores  worried,  independent 
grocers  up  in  arms,  and  manufactur- 
ers of  other  goods  eagerly  watching 
developments.  That  new  idea  is  the 
so-called  'super-market,'  or  large- 
scale,  cut-price  food  store." 

"Last  year  vegetables  brought  more 
cash  income  to  farmers  than  did 
grains,  cotton  and  cottonseed,  or 
poultry  and  eggs.  In  pre -depression 
years,  they  ranked  sixth  as  sources  of 
farm  income;  now  they  have  moved 
up  into  third  place  behind  dairy  prod- 
ucts and  livestock." 


50 


years  ago 


(From  THE  ISSUE  OF  Mar.  15,  1943) 
"All  suggestions  and  signs  are  that 
the  United  Nations  are  preparing  to 
invade  Europe.  ...  It  may  be  that  a 
grand  assault  in  Continental  Europe 
will  be  delayed  until  the  Axis  forces  in 
North  Africa  are  decisively  defeated, 
driven  into  or  across  the  Mediterra- 
nean. [But]  Allied  leaders  may  shordy 
feel  justified  in  incurring  the  risk  of 
invading  Western  Europe  on  a  magni- 
tudinous  scale,  although  a  venture  is 
calculated  to  incur  heavy  casualties." 

"Medical  care  costs  money — more 
money  than  the  majority  of  Ameri- 
cans can  afford.  The  specter  of  medi- 
cal expenses,  which  average  $120  an- 
nually per  family,  haunts  most  homes; 
even  a  minor  illness  perilously  rocks 
the  famUy  budget.  Yes,  medical  care 
comes  high,  yet  such  is  the  paradox  of 
medicine  that  few  doctors  get  rich  and 
most  hospitals  operate  at  a  deficit." 


25 


yeai*s  ago 


(From  THE  ISSUE  OF  Mar.  15, 1968) 
"The  nation's  total  health  bill  ran 
to  $54  biUion  in  1967.  This  was  6%  of 
the  gross  national  product.  By  1975, 
the  bill  will  be  well  over  $100  bilUon, 
8%  of  the  projected  gnp.  Your  taxes 
are  paying  for  a  good  part  of  this  bill. 
Last  year,  the  Federal  Government 
alone  spent  $10.8  billion  on  medical 
care.  This  year,  it  will  spend  $15.6 
billion." 

"It  sticks  out  like  a  sore  thumb:  As 
the  gross  national  product  reaches 
new  highs,  only  84.3%  of  plant  capaci- 
ty is  being  used,  while  factory  orders 
dropped  4.6%  in  January,  the  sharpest 


drop  in  II  years.  Why.''.  .  .  Says  Frank 
P.  Murphy,  a  General  Electric  econo- 
mist, 'The  capital  expenditures  boom 
of  the  last  three  or  four  years  has 
produced  an  on-rush  of  capacity  that 
is  ahead  of  current  needs.'  " 

10  yeai^  ago 

(From  the  issue  of  Mar.  14, 1983) 
"The  simple  truth  is,  most  people 
receiving  Social  Security  regard  it  as  a 
debt  the  government  is  paying  back  to 
them  after  years  of  their  payments  to 
the  government.  And,  of  course, 
that's  partially  true.  But  most  recipi- 
ents of  Social  Security  retirement 
benefits  are  getting  back  a  great  deal 
more  than  their  investment  could 
ever  produce.  The  remainder  of  their 
Social  Security  check  is,  like  it  or  not, 
public  assistance." 

"The  big  givers  to  charity  in  1982 
were  oil  companies,  and  education 
was  the  favorite  cause,  according  to  a 
711  -company  survey  by  the  American 
Council  for  the  Arts  in  New  York.  The 
average  gift  to  education  was 
$629,000;  and  to  health  and  welfare, 
$473,000.  .  .  ." 

"It  would  be  hard  to  imagine  a  Wall 
Street  broker  strolling  through  the 
financial  district  attired  in  a  tall  silk 
hat,  with  a  tighdy  rolled  umbrella 
over  his  arm,  as  does  Her  Majesty's 
Broker  Nigel  Althaus  in  the  City  of 
London.  Althaus  is  responsible  for 
raising  up  to  $15  billion  annually  for 
the  British  government  through  the 
London  Stock  Exchange.  In  effect, 
Althaus  is  go-between  for  his  borrow- 
er client,  the  government,  and  the 
City  of  London's  capital  lenders.  "■§ 


Her  Majesty's  Broker  Nigel  Althaus 
raises  billions  for  the  British  government. 
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In  all  the  thrashing  about 
that  results  from  our 
dwindling £lold  reserves, 
it's  about  time  that  this 
country  and  other  countries 
get  some  perspective  on  the 
situation. 

The  day  this  country  is 
out  of  the  stuff,  that  day 
gold  becomes  what  it's 
worth  as  a  metal  and  no 
longer  will  have  much 
significance  as  a  monetary 
measurement. 

It  isn't  the  gold  we  have 
that  makes  this  nation  rich. 
It's  what  we  make,  our 
knowhow,  our  productivity. 
So  long  as  this  country 
produces  more  and  better, 
the  world  will  continue 
to  want  what  we  make. 


-Malcolm  Forbes 


It  is  a  profound  truth 
that  women  as  a  sex  are 
vain;  it  is  also  a 
profound  truth  that  men 
as  a  sex  are  vain. 
-Arnold  Bennett 

The  most  common  sort  of  lie 
is  the  one  uttered  to 
one's  self 
-Nietzsche 

No  estimate  is  more  in  danger 
of  erroneous  calculations 
than  those  by  which  a  man 
computes  the  force  of  his 
own  genius. 
-Samuel  Johnson 

We  lie  loudest  when  we 
lie  to  ourselves. 
-Eric  Hoffer 

He  who  is  in  love  with 
himself  has  at  least  this 
advantage — he  won't 
encounter  many  rivals. 
-Georg  C.  Lic:htenberg 


A  Text... 

Every  man  shall  give 
as  he  is  able, 
according  to  the 
blessing  of  the  Lord 
thy  God  which  he 
hath  given  thee. 
-Deuteronomy  16:17 


Sent  in  by  Raymond  Anderson, 
Davenport,  Iowa.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Everyone  gives  himself 
credit  for  more  brains 
than  he  has  and  less  money. 
-Itall\n  proverb 

Vanity  is  truly  the  motive - 
power  that  moves  humanity, 
and  it  is  flattery  that 
greases  the  wheels. 
-Jerome  K.  Jerome 

Every  ass  loves  to  hear 
himself  bray. 
-Thomas  Fuller 

Lying  to  ourselves  is  more 
deeply  ingrained  than 
lying  to  others. 
-Fyodor  Dostoyevski 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


The  cloak  of  naivete  was  die 
uniform  of  our  success: 
we  didn't  know  it  couldn't 
be  done. 
-Mark  Peters 

We  do  not  deal  much 
in  facts  when  we  are 
contemplating  ourselves. 

-Mark  Twain 

Such  is  the  weakness  of  our 
nature,  that  when  men  are  a 
little  exalted  in  their 
condition  they  immediately 
conceive  they  have  additional 
senses,  and  their  capacities 
enlarged  not  only  above 
other  men,  but  above  human 
comprehension  itself 
-Richard  Steele 

Our  own  self-love  draws 
a  thick  veil  between  us 
and  our  faults. 
-Lord  Chesterfield 

Few  people  are  modest 
enough  to  be  estimated  at 
their  true  worth. 
-Vauvenargues 

We  are  only  falsehood, 
duplicity,  contradiction; 
we  both  conceal  and  disguise 
ourselves  from  ourselves. 
-Pascal 

You  are  never  so  easily 
fooled  as  when  trying  to 
fool  someone  else. 
-La  Rochefoucauld 

It  is  not  love  we 
should  have  painted  as 
blind,  but  self-love. 
-Voltaire 

In  love,  one  always 
begins  by  deceiving 
oneself,  and  one  always 
ends  by  deceiving  others; 
and  that  is  what  the 
world  calls  a  romance. 
-()sc:ar  Wilde 
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It  Leaves 
Tnrbos  Full  Of 


When  it  comes  to  European  performance  sedans,  cars  with 
four-  and  five-cylinder  engines  just  don't  cut  it.  And  while  a 
turbocharger  can  add  power,  it's  no  substitute  for  a 
larger  engine  designed  for  performance  from  the  very 
beginning. 

The  Alfa  Romeo  164L  starts  with  a  truly  outstanding 
3.0-liter,  183-hp  fuel-injected  V6  engine  and  all  the  torque, 
I  I  A^       A    ^  performance,  and  liquid  smoothness  that  goes  with  it.  And 

I— I  fl^l        /mII  ^^  \M'^  has  an  even  more  powerful  200hp  powerplant. 

H^  H^B  m  M]    /~mB^  B  A  Of  course  power  this  refined  has  its  price.  But  with  the 

164s  it's  surprisingly  affordable:  The  1993  164L  is  only 
$30,240*  and  the  164S  is  $34,990.*  And  with  four-wheel 
ABS  brakes,  driver's  side  air  bag,  an  almost  perfectly  laid-out  driver's  cockpit  and  one  of  the  most  capable 
front-wheel-drive  suspension  systems  ever  developed,  it's  easy  to  see  why  the  164s  are  genuine  perfor- 
mance sedans  that  deliver  world-class  value. 

Best  of  all,  164s  also  have  the  power  to  endure.  They're  backed  by  a  3-year/36,000-mile  bumper-to- 
bumper  warranty,  with  free  scheduled  maintenance  for  the  entire  period.** 

Isn't  it  time  to  quit  pretending  you're  in  a  performance  car?  We  invite  you  to  test  drive  the  _,„„  powpr 

Alfa  Romeo  164.  For  more  information,  call  1-800-245-ALFA  or  your  local  dealer.  TO  EXPRESS  YOURSELF 


♦Manufacturer's  suggested  retail  price,  excluding  title,  license,  taxes,  dealer  j)rep  and  destination  charges.  Actual  prices  are  set  l>y  dealer  and  mu) 
vary.  **See  your  dealer  for  details  of  limited  warranty  and  free  scheduled  maintenance  program.  ©199,i  Alfa  Romeo  Distributors  of  North  Ameriw) 


The  riskiest  thing  you 
can  do  with  inoney  is  nothing. 


Left  to  themselves,  your  assets 
can  wither.  Part-time  tending 
won't  keep  them  flourishing  like 
they  should. 

True,  there's  no  shortage 
of  full-tiiTie  asset  managers. 
But  only  ojie  gives  you  so  many 
sophisticated  ways  to  make  your 
money  grow:  The  Private  Bank 
at  Bankers  Trust. 


With  us,  you'll  have  op- 
portunities unavailable  to  the 
ordinary  investor.  The  chance 
to  participate  in  everything 
from  private  placements  to  for- 
eign exchange.  All  the  kinds 
of  global  transactions  that 
Bankers  Trust  itself  does  so  well. 

To  learn  more  about  the 
special  advantages  of  being  one 


of  our  private  clients,  call 
Fran  Ford,  Vice  President,  at 
(212)454-2000. 

Call  now.  There's  risk  in 
everything  you  do  with  your 
money.  But  none  is  so  great  as 
the  risk  of  doing  nothing  at  all. 


The  Private  Bank 
at  Bankers  Trust 

LEAD      FROM      STRENGTH. 
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The  Air  Classic  Premier.  A  golf  slioe.  As  seen  on  tv 
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For  more  information  coll  1-800-462-7363  in  the  U.S. 
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The  many  books  about  the  late, 
great,  J.  Edgar  Hoover  range  from 
puff  pieces  to  volumes  of  venom. 
Neither  reflect  accurately  the  man 
v^'ho  built  and  held  for  more  than  half 
the  20th  century  one  of  the  most 
powerful  offices  in  the  United 
States. 

It  is  curious  that,  at  a  time  when< 
the  Left  is  marshaling  all  the  forces 
of  political  correctness  in  an  effort  to 
win  for  homosexuality  equivalency 
of  place  with  heterosexuality,  both 


G.Gordon  Liddy 


If  You  Kneiv  Hoover 
Like  I  Kiieiv  Hoover- 


culturally  and  legally,  it  nevertheless 
hurls  the  accusation  of  homosexuali- 
ty (upon  no  evidence  whatsoever)  at 
its  enemy,  the  late  director  of  the 
FBI,  in  a  post-mortem  attempt  to 
blacken  his  name.  In  fact,  quite  the 
opposite  was  true. 

On  the  day  he  was  discovered 
dead  of  natural  causes,  I  suggested  to 
the  Nixon  White  House  that  it  move 
immediately  to  gain  control  of  the  so- 
called  "Secret  Files,"  those  in  the 
custody  of  his  secretary.  Miss  Helen 
Gandy,  and  then  sought  to  learn  all  I 
could  about  the  facts  and  circum- 
stances of  his  death.  Miss  Gandy,  act- 
ing upon  Mr.  Hoover's  long-standing 
instructions,  beat  us  to  the  files  and 
destroyed  them.  One  of  the  things  I 
was  told,  however,  was  that  the  FBI 
agents  who  searched  his  home  for 
classified  material  (Hoover's  home- 
work) discovered  some  mildly  erotic 
heterosexual  rmx.cx\2\  in  the  form  of  so- 
called  "calendar  art." 

If  anything.  Hoover  was  what  is 
known  colloquially  today  as  a  "gay 
basher."  I  recall  learning  through  a 
review  of  the  files  while  I  was  a 
Bureau  Supervisor  in  Division  8  at 
FBI  national  headquarters,  that 
Hoover  had  been  furious  upon  learn- 
ing of  the  homosexuality  of  one  of 
the  many  Hollywood  actors  who  had 
portrayed  Special  Agents  of  the  FBI 
in  motion  pitctures.  He  immediately 
established  a  policy  requiring  that  all 


future  candidates  for  such  roles  be 
discreetly  investigated  for  homosex- 
uality and,  if  there  were  found  the 
slightest  inkling  of  such  tendencies, 
such  actor  would  be  banned  from  the 
picture  upon  pain  of  withdrawal  of 
FBI  cooperation. 

If  J.  Edgar  Hoover  wasn't  homo- 
sexual, what  of  the  allegations  that 
he  was  paranoid.^  It  is  true,  for  exam- 
ple, that  were  Hoover  in  a  room  in 
the  company  exclusively  of  bishops, 
or  even  high-ranking  FBI  officials, 
for  that  mat- 
t  e  r  —  and 
asked  some- 
one for  a  shot 
of  bourbon, 
he  would 
refuse  it  from 
a  previously  opened  bottle.  He 
would  insist  upon  watching  as  the 
seal  of  a  new  one  was  broken,  the 
bottle  opened  and  the  drink  poured 
and  handed  to  him.  Only  then  would 
he  drink  it.  If  he  went  to  the  bath- 
room, upon  his  return  he  would  not 
only  reject  his  unfinished  drink,  he 
would  require  that  a  new  bottle  be 
opened  before  him.  While  a  single 
quart  of  good  hundred-proof  stuff 
might  be  sufficient  to  everyone  else, 
if  Hoover  had  the  runs  you'd  damn 
well  better  have  at  least  a  case  stand- 
ing by  for  the  Director.  On  the  other 
hand,  when  one  sees  the  lengths  to 
which  his  enemies  go  in  attacking 
Hoover  after  his  death,  one  might  be 
tempted  to  substitute  the  word  "pru- 
dent" for  "paranoid." 

Well,  how  about  "odd"  or  "eccen- 
tric".^ Even  there  I'd  have  to  vote 
"not  guilty."  True  enough,  some  odd 
things  were  done  in  the  FBI  under 
Hoover;  but  they  were  more  a  rcac-- 
tion  to  his  awesome  persona  by  those 
who  worked  for  him  than  anything 
he  ordered  himself.  You  see,  the 
problem  was  that  so  many  under 
Hoover  were  so  afraid  of  him  that 
they  would  take  even  his  casual 
observations  as  commands  and, 
while  his  orders  were  always 
une(|iiivocal,  his  observations  were 
often  ambiguous.  That  an  ambiguity 
could  be  cleared  up  by  merely  asking 
Hoover    what    he    meant    nc\cr 
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Imagine  the  cars  you 
see  here  are  not  cars  at 
all,  but  rather  an  air-traffic 
controller's  nightmare 
of  stacked-up  747's. 
Next,  picture  yourself 
as  a  pilot  whose 
assignment  is  to  outmaneuver  them. 

Given  the  choice,  how  would  you  rather  accomplish 
your  mission?  In  an  aircraft  of  similar  mighty  wingspan? 
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Or  at  the  cont 
a  stealth  jet  fi 
We  a  I  read 
your  answer. 
This,  in  c- 
is  the  princ 
hind  commu' 
a  BMW  motorcycle.  A  belief  that  there  are  no  rush 
so  nasty  that  they  won't  become  a  blast  as  the  world  : 
beneath  your  boots  on  a  powerful,  responsive  macfj 


©1993  BMW  of  North  Amenca.  Inc  The  BMW  trademark,  logo.  Paralever  and  Telelever  are  registered,  'See  your  authorized  BMW  motorcycle  dealer  for  details  about  the  limited  warranty  "For  complete  details,  see  your  Motor  Club  Benefits  Guide  Some  t 
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;  evidence,  we  submit  exiiibits  A,  B  and  C  from  the 
Ml  lineup  of  11  pulse-stirring  models. 
■e  KUOOLT  is  the  ultimate  touring  machine,  deriving 
'  ^P  from  an  llOOcc,  inline-4  engine.  Its  sport  suspen- 
nd  ABS  make  awe-inspiring  riding  seem  effortless, 
discover  the  adventures  awaiting  you  beyond  the 
,  loverleaf  on  the  KllOORS.  An  aggressively  restyled 
4  touring  machine  with  Motronic  engine  management, 
"d  a  closed-loop  catalytic  converter. 
:  RIOOGS  PD  enduro  is  a  rugged  58  HP  on-and  off- 


road  champion  with  standard  Para  lever,'"  along  with  ample 
reserves  of  power  to  soothe  your  slightly  renegade  soul. 

And  when  you  long  to  escape  the  gravitational  pull  of 
city  life  altogether,  these  motorcycles  will  rocket  you  free 
in  a  blaze  of  torque.  Accompanied  by  our  3-year,  unlimited 
mileage,  limited  warranty*  and  Roadside  Assistance  Plan.** 

For  the  name  of  the  authorized  BMW  motorcycle  dealer 
nearest  you,  call  800-345-4BMW.  Then  come 
in  and  don  a  helmet  for  the  test  ride  of  your  life. 

No  pilot's  license  required.  WORTH  THE  OBSESSION.' 


Drovided  by  Ctoss  Counlry  Molot  Club.  Inc.,  Boston.  Massachusetts  02155  except  in  California  where  senrices  are  provided  by  Cross  Country  Motor  Club  of  California.  Inc..  Boston,  tvlassachusetts  02155  Available  on  all  1989  or  later  BH/IW  nnotorcycles. 


to  bear  on  him  in  order  further  by  using  a  fountain  pen  load- 
to  open  fire.  Bad  ed  with  a  particularly  bright  blue  ink. 
career  move.  The  G-  All  of  which  made  sense  because,  in 
Man  emptied  his  .38  his  FBI,  only  what  Hoover  had  to  say 
S&W  Special  into  the  had  any  significance  anyway, 
robber,  hitting  him  J.  Edgar  Hoover  read  the  recom- 

cvery  time.  Down  mendation  and  the  long  series  of 
\\  ent  the  bad  guy,  who  approvals  with  a  growing  fury.  It  was 
was  rushed,  barely,,  bad  enough  for  a  mere  field  office 
alive,  to  a  nearby  hos-      supervisor  not  to  get  it.  But  for  every 

one  up  to  the  level  of  his  highest 
ranking  assistants  not  to  get  it  either 
was  too  much. 

Grasping  his  heavy,  bright  blue 
ink  laden  pen  in  a  death  grip. 
Hoover  wrote,  "No!  Why  isn't  the 
son  of  a  bitch  (the  bankrobber,  not 
the  agent)  dead.^"  That  was  bad 
enough.  But  then  Hoover  added, 
"What  is  wrong  with  our  firearms 


pital  emergency  room. 
Every  penny  of  loot 
was  recovered  and 
returned  to  its  rightful 
owner.  Heroic  medical 
efforts  saved  the  rob- 
ber's life.  He  was 
tried,  convicted  and 
sentenced  to  a  long 
prison  term. 

The  agent's  super- 
visor,     noting      the 


trammg  program.'^ 


In  Hoover's  FBI,  all  shooting  was — to  kill 


occurred  to  those  under  him.  They 
were  so  afraid  of  the  legendary 
Director  they  wouldn't  think  of  ask- 
ing him  what  he  meant. 

The  source  of  the  fear  of  Hoover 
by  his  staff  was  his  ferocious  adher- 
ence to  the  highest  standards.  Any- 
thing even  slightly  less,  if  it  came  to 
his  attention,  would  have  disastrous 
consequences;  particularly  if  it  was 
suggested  that  it  did  meet  Hoover's 
superhuman  standards.  Staff,  being 
all  too  human,  kept  getting  it  wrong 
and  the  resulting  thunderbolt  from 
Zeus. 

For  example:  one  day  a  Special 
Agent  from  the  Washington  Field 
Office  was  walking  back  to  the  office 
from  lunch  when,  right  in  front  of 
him,  a  robber  backed  out  the  front 
door  of  a  bank,  pistol  in  one  hand, 
bag  of  swag  in  the  other.  The  FBI 
agent  drew  his  service  revolver,  lev- 
eled it  at  the  profiled  bank  robber, 
identified  himself  and  ordered  the 
man  to  drop  the  gun.  Instead,  the 
robber  tried  to  drop  the  agent,  pivot- 
ing to  bring  the  muzzle  of  his  pistol 


That  did  it.  The  Inspection  Divi- 
splendid  outcome  of  sion  descended  upon  Quantico  to 
his  by-the-book  light-      answer  the  Director's  question  like  a 

wolf  on  the  fold.  An  Assyrian  wolf  at 
that.  Quantico  barely  survived  the 
administrative  bloodletting. 

What  J.  Edgar  Hoover  was  teach- 
ing with  this  seemingly  harsh  lesson 
was  that  he  had  detected  laxness  and 
would  not  tolerate  it.  The  FBI  rule 
(then,  when  the  FBI  was  the  best  in 
the  world.  God  knows  what  the  rule 
is  now)  is  that 

True,  some  odd  things 


ning  reaction  to  the 
sudden  appearance  of 
an  armed  and  danger- 
ous bankrobber  in 
mid-bank-rob,  wrote 
him  up  for  a  letter  of  commendation 
from  J.  Edgar  Hoover — the  FBI 
equivalent  of  a  medal.  Up  it  went 
through  the  chain  of  command,  each 
higher-ranking 


man  (there  were 
no  women  out- 
side the  steno 
pools  in 
Hoover's  FBI, 
with  the  possi- 
ble exception  of 
the  nurse,  and 
we  weren't  too 
sure  about  her) 
adding  his  chop 
with  "I  agree" 
or  "I  concur"  all 
the  way  up  the 
line  to  the  very 
office  of  The 
Director. 

All  of  these  comments  were  writ- 
ten in  pencil.  In  Hoover's  FBI  only 
he  was  permitted  to  write  on  an  inter- 
nal document  in  ink.  That  was  so 
what  he  had  to  say  would  stand  out 
in  sharp  contrast,  which  he  ensured 


were  done  in  the  FBI 

under  Hoover,,, So  many 

under  Hoover  were  so 

afraid  of  him  that  they 

would  take  even  his 

casual  observations  as 

commands. 


one  was  justi- 
fied in  pointing 
a  gun  at  some- 
one else  only 
when  justified 
in  killing  him. 
Warning  shots 
and  shots  to 
wound  were 
strictly  forbid- 
den. All  shoot- 


ing was — to. 
kill.  The  Wash- 
ington h'icld 
Office  agent 
had  shot  and 
not  killed.  In 
the  totality  of  the  circumstances. 
Hoover  would  have  let  it  go.  But  he 
was  damned  if  he  would  com  wend 
someone  for  such  a  lapse  and 
appalled  that  his  administrators 
would  recommend  that  he  do  so. 


J 
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Ten 

Perfectly 

Rational 

Reasons 

For  Wearing 

The 

Costliest 

Fragrance 

In  The 

World. 


1.  "JOY  IS  MY  ONLY  ACCESSORY  THAT  DOESN'T  NEED 
CHANGING  FROM  THE  BOARDROOM  TO  THE  BEDROOM." 

2.  "A  SINGLE  WHIFF  OF  JOY  TURNS  A  RICH  MAN  INTO  A 
GENEROUS  MAN." 

3.  "Wearing  JOY  perfume  in  baccarat  crystal 

AT  THE  EXPENSE  OF  MY  EX-HUSBAND  IS  AMAZINGLY 
PLEASANT  AND  WICKED!" 

4.  "JOY  ADDS  LENGTH  TO  MY  LEGS,  WIT  TO  MY 
CONVERSATION  AND  A  BETTER  ACCENT  TO  MY  FRENCH." 

5.  "My  76  YEAR  OLD  Grandmother  wears  JOY,  and 

SHE'S  LIVING  with  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 
FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 
THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 
PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 
WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 
DARK  AND  JOY  EAU  DE  TOILETTE  BEFORE  EVERYTHING." 


The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 


(^i^J^^^)enae 


That's  how  the  man  built  an  orga- 
nization so  jijood  that  in  all  of  the 
Second  World  War,  there  was  not  a 
sitigle  successful  act  of  sabotage,  any- 
where in  the  United  States  commit- 
ted by  any  of  the  Axis  powers. 

On  rare  occasions,  Hoover's  use 
of  his  pen  could  be  benign.  He 
decided  one  day,  in  the  interests  of 
increased  efficiency,  that  there  was 
nothing  so  complex  in  this  world 
that  it  could  not  be  reduced  by  an 
intelligent  Bureau  Supervisor  to  no 
more  than  one-and-one-quarter 
pages  of  writing,  and  he  would  no 
longer  read  memoranda  that 
exceeded  this  maximum.  There  was 
a  reason  for  the  blank  three-quarters 
of  a  page.  It  provided,  first,  space  for 
those  in  the  chain  of  command  to 
write  in  their  penciled  comments 
(the  briefer  the  better)  and  the 
remainder  was  left  for  whatever 
comment  Hoover  wanted  to  make  in 
his  famous  blue  ink.  Sometimes  he 
had  a  lot  to  say,  and  the  empty  space 
was  insufficient.  This  led  him  to 
continue  his  remarks  in  the  margins 
occasionally,  going  all  the  way  up 
one  side  of  the  page, 
across  the  top  and 
down  the  other.  Thus, 
Rule  Two:  a  precise 
minimum  width  f  o  r 
the  margins. 

One  day,  the  best 
Supervisor  in  the  Divi- 
sion, a  veteran  of  the 
Bureau  and  World  War 
H  before  that,  was 
wrestling  with  an 
extraordinarily  com- 
plex matter  and,  try  as 
they  might,  he  and  the 
stenographer  just 
couldn't  get  it  into  one- 
and-a-quarter  pages. 
Finally,  in  desperation, 
he  suggested  to  the 
steno  that  she  decrease 
slightly  the  width  of 
the  margins  and  try 
again. 

Horrified,  the  woman  asked  the 
man  if  she  had  heard  him  correctly. 
"Yes,"  he  replied,  "We'll  have  to  put 
our  careers  on  the  line  and  cheat  on 


the  margin  rule."  She  did  and  it  fit. 
Heart  in  mouth,  the  insubordinate 
memo  was  sent  through  the  chain  of 
command.  Up,  up,  up  it  went,  right 
to  Hoover's  office,  with  no  one 
catching  the  dangerous  defect.  But  J. 
Edgar  Hoover,  then  at  the  peak  of 


gins"  as  "borders"  of  the  paper,  so 
what  he  wrote  was  a  cautionary 
"Watch  the  borders.  H." 

Down  it  went  through  the  chain 
of  command,  each  one  more  puzzled 
than  the  next  by  Hoover's  brisk 
notation.  Worried,  they  took  counsel 


Nobody  would  ask  Hoover  what 
he  meant  by  anything  he  ever  wrote,.. 

They  did  what  they  always  did. 

They  got  together  and  then  did  what 

they  thought  he  meant — 

or  hoped  he  meant. 


his  prowess,  caught  it.  Now  the 
Supervisor  had  done  a  brilliant  job  of 
analysis  and  Hoover  had  nothing 
whatever  to  say  about  the  internal 
content  of  the  memorandum,  but  he 
couldn't  sit  idly  by  and,  by  inaction 
give  tacit  consent  to  so  egregious  a 
violation  as — cheating  on  the  margin 


In  his  FBI,  only  what  Hoover  had  to  say 
had  any  sif^nificance  anyway. 


rule!  So  Hoover  drew  his  deadly 
fountain  pen  and,  in  bright  blue  ink, 
wrote  an  injunction  against  a  repeti- 
tion of  such  conduct. 

J.  Edgar  Hoover  thought  of  "mar- 


together.  "Charlie,  this  memoran- 
dum's got  nothing  to  do  with  the 
borders  of  the  United  States.  Why 
don't  you  go  and  ask  the  Old  Man 
what  he  means.'' 

"0^,  no.  You  go  ask  the  Director 
what  he  means.  No  way  /'w  going  to 
give  him  the  idea  I'm  stupid.  Let's 
see  if  we  can  talk  Clyde  into  doing 
it."  Forget  that,  ('lyde  Tolson  didn't 
get  to  be  the  Associate  Director  of 
the  FBI  by  asking  Hoover  what  the 
hell  he  was  talking  about  either. 

Nobody  would  ask  Hoover  what  he 
meant  by  anything  he  ever  wrote.  In 
this  instance,  they  did  what  they 
always  did.  They  got  together  and 
then  did  what  they  thought  he 
meant — or  hoped  he  meant.  They 
sent  about  15  Special  Agents  on  spe- 
cial duty  to  watch  the  U.S.  border 
with  ('anada;  nearly  .10  to  the  Rio 
Cirande  to  watch  Mexico,  i'he  agents 
already  there  watched,  mystified,  as- 
the  reinforcements  poured  off  the 
airplanes.  "What  are  you  guys  doing 
here.^" 

"We  don't  know.  The  Director 
said  to  watch  the  border  so  we'll  stay 
here  'til  the  Bureau  thinks  it's  safe  to 
go  home." 

Ah,  forget  Dillinger.  Those  were 
the  glory  days.® 

Cj.  (jokdon  \A\)\y\  is  a  successful  novel- 
ist and  radio  talk  show  host. 
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In  tribute  to  a  great  literary  figure: 

THE  MONTBLANC 
MEISTERSTUCK  HEMINGWAY 
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A  limited  edition  fountain  pen  and  ballpoint  pen, 


-'    Experience  the  rare  pleasure  of  these  exceptional  writing  instruments. 
Sculpted  by  master  craftsmen  from  the  finest  materials,  only  a  small  number  of 
these  exclusive  fountain  and  ballpoint  pens  will  be  available  for  a  limited  time. 
Each  is  engraved  with  the  unmistakable  Hemingway  signature. 


Available  at  fine  jewelers,  department  stores,  quality  stationers  and  other  Authorized  Retailers. 
For  an  Author'zed  Retailer  nearest  you  call  Montblanc  USA: 

800-995-4810 


Nouveau  smart 


:-.'  I  ■ 
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The  New  V6  Passat 


A  funny  thing  happened  on  the  way 
to  the  90^. 

People  came  to  their  senses. 

Intelligence  of  all  things  became 
more  socially  acceptable  than 
extravagance. 

And  things  like  common  sense,  hon- 
esty and  good  old-fashioned  value  were 
suddenly  back  in  vogue. 

in  other  words,  people  everywhere 
started  acting,  well,  just  like  a 
Volkswagen. 

They  started  believing  that  you  don't 
have  to  show  off  to  stand  out. 

That  a  car  should  cost  what  a  car 
should  cost.  Not  what  a  house  should  cost. 

And  by  no  small  coincidence,  they 


began  buying  the  Volkswagen  Passat. 

A  bona  fide  European  touring 
sedan  that  asks  you  not  to  scale  back 
your  expectations,  just  what  you  pay 
for  them. 

With  a  heady  V6, 172-horsepower 
engine,  electronic  traction  control  and 
ABS  brakes,  our  Passat  GLX  is  built  to 
massage  roads,  not  egos. 

Providing  all  the  driving  exhilaration 
a  thinking  person  could  desire  along 
the  way. 

For  details,  call  1-80(M44-8987. 
Or  visit  your  Volkswagen  retailer. 

Where  you  can  discover  firsthand 
that  you  don't  have  to  be  rich  to  have  a 
driving  experience  that  is. 


Experience 
rAT/y  Fahrvergntigen 


©1993  Volkswagen  [Seatbelts  save  lives.  Don't  drink  and  dfl 


EAR  FYI, 

Reback  come  back  from  his  foray 
into  Oregon,  muttering  that  the  idea 
for  fried-owl  stands  was  a  good  one 
but  he  run  outta  raw  material,  having 
served  up  everything  but  them  plas- 
tic owls  you  stock  on  the  roof  to  keep 
the  pigeons  off. 

The  winter's  been  kinda  warm, 
and  we  done  a  little  fishing  on  the 
Big  Water,  the  Yellowstone,  and 
what  I  am  about  to  tell  you  is  'struth. 

Montana  really  is  the  Last  Best 
Place,  recent  pilgrims  of  no  merit 
whatever  notwithstanding,  and  one 
of  the  peculiarities  of  this  baroque 
patch  is  that  though  folks  die  now 
and  again  like  everywhere  else,  they 
often  don't  leave. 

Meaning  I  often  sup  with  the 
likes  of  Charley  Russell,  see  riders 
who  really  can  ride  beside  me  on  the 
hunting  trail,  and  last  week  me  and 
Reback  was  having  a  supper  on  an 
island  in  the  Yellowstone  when 
damned  if  the  Grand  Old  Fart  Of  All 
Fly-fishing  His  Own  Self  didn't 
stomp  on  up  and  ask  to  at  least  smell 
•some  of  our  whiskey. 

"Norman  Maclean!"  we  choruses, 
him  being  an  old  friend  and  us 
missin'  him. 

Norman,  glaring  at  us  like  an 
osprey  sighting  a  rubber  fish,  allows 
as  how  life  does  imitate  art,  some- 
times offensively.  I  had  heard  that 
Norman  the  Professor  was  not  some- 
one you  wanted  to  explain  how  the 
dog  ate  your  homework  to. 

"Howdja  like  the  Movie,"  says 
Reback,  the  rude  cuss. 

Norman  allows  that  you  can't 
trust  anything  anymore,  and  Holly- 
wood didn't  even  screw  it  up  much. 

"Norman,"  I  says,  full  of  amaze, 
"I  recall  your- first  trip  out  to  Tinsel- 
town, for  your  first  Meeting,  and  how 
it  done  last  about  fifty-two  seconds." 

"One  minute  and  thirteen  sec- 
onds," said  Norman.  "No  one  can  be 
.an  utter  pig  in  less  than  a  minute  but 
you." 

"And  when  Mokus  Mogul 
addressed  you  as  'Norm,  baby,'  you 
arose  in  dudgeon  and  demanded  to 
be  taken  to  the  airport." 

"Yumph,"  grumbled  Norman. 


"How's  the  fishing.''" 

"Right  good,"  I  says,  "Reback 
and  I  has  founded  Trout  DeLimited. 
Rotenone  the  Yellowstone!  Nice 
fish,  but  they  attract  vermin." 

"Now  that's  a  worthy  notion,"  said 
Norman  Maclean.  "I  see  that  large 
mobs  of  alleged  fly  fishermen  now 
will  labor  mightily  to  'restore'  Big 
Blackfoot  River.  It's  like  Montana, 
big  and  very  beautiful  and  fragile  as 
hoarfrost.  Whatever  will  they  do 
about  the  river's  nasty  habit  of  freez- 
ing from  the  bottom  up.''  Fly  fisher- 
men, indeed.  I  suppose  they  shall 
wish  to  be  thought  gentlemen  next." 

In  ol'  Norman's  world,  people  did 
not  arrive,  nor  shall  they  ever. 

Clouds  of  midges  fragile  as  breath 
danced  on  the  green  water.  Trout 
and  whitefish  sipped  them.  One 
horn  of  the  waxing  moon  thrust  up 


Coyote  Jack 


from  behind  the  Absaroka  Range. 

A  redpoll  flew  past  me  and 
Reback,  right  through  Norman,  and 
on. 

"I  suppose  I  could  describe  the 
actors  as  casting  like  Hollywood  daf- 
fodils, or  like  most  of  your  clients," 
grumbled  Norman,  "but  Bob  did 
grasp  that  the  book  was  not  about  fly 
fishing  anyway." 

"Wal,"  says  Reback,  "'cept  there 
at  the  end  when  the  old  goat  playin' 
you  took  two  flicks  of  his  wrist  and 
had  thirty  yards  of  line  across  the 
river.  Come  to  think  of  it,  I  don't 
think  you  ever  did  cast  that  well,  last 
saw. 

Norman,  see,  became  one  hella- 
cious  and  expert — are  you  sittin' 
down  now.'' — spin  fisherman,  most 
often  off  the  front  end  of  my  boat. 
Why  he  could  peg  a  chunk  of  hard- 
ware out  there  with  the  best  of  them, 
crane-and-cable  in  the  victimous 
fish,  and  thump  it  once  and  final  on 
the  noggin,  seeing  beauty  and  dinner 
in  it-s  death  throes.  He  felt  catch-and- 
release  was  a  wonderful  notion  for 
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them  pullulating  hordes  who  didn't 
belong  there  anyway.  (We  calls  'em 
Orvisholes.) 

Norman  kinda  looked  around  a 
while,  then  back  to  Reback,  and  he 
grinned  and  said,  "There  were  no 
breathless  articles  in  the  trouty  press 
on  the  beauty  of  my  spincasting. 
Hee-hee. 

"Bob  did  a  fine  job,"  Norman 
said,  half-wonderingly.  "He  even  got 
how  death  calls  to  us  an  affirmation 
of  life,  and  waters.  But  let  me  smell 
some  of  that  whiskey — Wally  always 
did  have  a  most  distinctive  bouquet, 
of  careless  creatures,  mushrooms, 
and  old  waders.  And  then  if  you 
don't  mind  although  it's  cold  I'd  like 
to  watch  you  fellows  cast  a  little.  The 
moon  is  up,  the  air  is  cold,  the  hills 
where  my  life  rose — that's  Matthew 
Arnold,  by  the  way — will  soon  be 
covered  white  till  May." 

He  bent  and  sniffed  the  Wally 
Water  in  my  tin  cup,  rose  to  a  high 
branch  in  a  giant  cottonwood  and  sat 
comfortable,  waved  his  hand  like 
some  conductor  and  us  the  jackleg 
orchestra. 

The  air  was  so  damn  cold  by  now 
that  ice  crystals  formed  in  the  guides 
and  when  the  wet  line  hissed  back 
through  them,  sparkling  shards 
caught  the  moon's  strong  pale  light 
and  fell  like  diamonds  to  the  river. 

"One  for  Norman!"  Reback 
hollered,  doublehauling  and  shoot- 
ing his  line  as  far  as  any  man  can 
make  it  go,  a  flexing  arc  near  on  to 
the  length  of  a  football  field,  a  bril- 
liant streamer  fly  coiling  out  an  set- 
tling into  water.  Reback  began  to 
mend  his  cast,  I  often  think  that  he 
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'Let  me  smell  some  of  that  whiskey,"  says  Norman's  shade.  "And  then  if 
you  don't  mind,  I'd  like  to  watch  you  fellows  cast  a  little." 


Norman  Maclean  became  one  hel- 
lacious  and  expert  spm  fisherman. 


can  see  beneath  the  water,  make  that 
fly  scoot  close  to  rocks  and  jig  past  all 
the  places  where  the  big  ones  lie. 

He  held  his  rod  as  high  as  he 
could,  and  when  the  fish  struck  the 
rod  snapped  forward  to  shape  up  like 
a  bow  the  moment  that  the  arrow's 
loosed.  The  fish  was  big,  for  sure, 
and  running  deep  at  first,  Reback 
pounding  on  the  rod  butt  to  make 
the  hook  sting  and  bring  him  up. 

The  trout  shot  up,  one  silver  slab 
of  power,  flew  and  twisted,  danced 
upon  the  water  on  his  tail  and  dove. 
A  very,  very  big  one,  flashing  moon- 
light from  his  close-laid  scales. 

Me  I  just  watched  and  smoked. 


near  on  as  much  fun  as  what  Reback 
was  doing. 

Reback  brought  him  in  closer,  the 
fish,  tired,  made  one  more  leap  and 
shook  his  head  like  a  dog  stung  on 
the  nose.  The  streamer  come  loose.' 

"Wahooooo!"  yelled  Reback, 
grinning,  and  we  looked  back,  but 
Norman  had  took  off,  maybe  sliding 
in  behind  the  vee  of  geese  above. 

"Yes,"  said  Reback,  his  breath  a 
silver  plume. 

"Yes,"  1  said. 

And  we  bowed  to  the  River,  iff 

Co^oih;  Jack  "u^'ritcs  novels  and  such 
under  the  name  of  ''Peter  Ihmen. " 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium— 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day.  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity. 

When  you're  ready  to  experience  execu- 
tive travel  the  way  you  want  it,  where  you 
want  it,  call  (800)  835-2220,  (212)  693-2001 
or  your  travel  planner. 


THE       HOTEL 


MILLENIUM 

IT'S  ABOUT  TIME. 


For  reservations,  call  (800)  835-2220 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


i 


Dr.Giz 


Iff  it  doesn't  compli- 
cate your  liffe  more 
than  the  Clinton  tax 
code,  and  doesn't 

start  tiveeting 

during  an  intimate 

"reconciliation" 

ivith  your  second 

iviffe,  then  it  isn't  a 

gizmo. 


Gizmo  here— DOCTOR  Gizmo 
if  you  please — chronicler  of  things  . 
gadgetarious  and  geegawtious.  The 
sworn  enemy  of  technobabbitry,  I 
am  back  once  again  to  recommend  A 
Few  Good  Gizmos. 

Here's  a  dandy  little  accessory  for 
The  Man  Who  Has  Everything,  or 
who  had  everything  until  Bill  Clin- 
ton's taxomaniacs  decided  to  confis- 
cate it.  In  a  store  or  gas  station,  have 
you  ever  looked  at  the  cashier  paw- 
ing your  credit  card  and  asked  your- 
self: suppose  I  accidentally  left  my 
plastic  with  THAT.? 

It  is  not  just  absent-minded  pro- 
fessors (a  hateful  stereotype,  to  be 
sure!)  but  real  people,  too,  who  leave 
their  credit  cards  in  the  stupidest 
places.  But  not  if  they  own  the  Beep- 
ing Wallet.  This 
ever-alert 
^.^^^      ^^       leather  billfold 
V  ■  ■     Fm      emits  an  audi- 
III     Mm      ble  threep  each 
^h  ■  ■    \0       time  you  remove 
a  credit  card  or 
I.D.  from  one  of 
its  six  slots,  and  keeps  on  beeping 
for  five  minutes,  or  until  you  put  the 
card  back  in  the  wallet.  It's  an  ideal 
conversation  piece  for  after-hours 
fete  a  tetes  with  subordinates.  Do  be 
sure  to  remove  your  wife's  picture 
early  in  the  evening,  lest  the  beep- 
ing start  up  at  a  most  inopportune 
time. 

The  wallet  is  powered  by  a  stan- 
dard watch  battery,  which  should 
last  several  years.  I've  had  mine  now 
for  a  few  months,  and  yes,  it's  still 
beeping. 

Gizmo  Rating:  4  of  a  possible  4. 
The  men's  billfold  costs  $29.95.  The 
woman's  wallet,  which  has  12 
"active"  credit  card  slots,  versus  six 
for  the  males  of  the  species,  costs 
$32.95.  Available  from  the  Safety 
Zone  catalogue  (800-999-3030).  Bat- 
teries included.  F'ancy  that. 

Still  beeping. 

BiKINC;.''      I      l,()VK     MV     HICVCI,!-..      I 

wouldn't  be  caught  dead  on  the 
paths  of  the  Institute  Of  Advanced 
Study  without  it.  But  when  pedaling 
with  the  pedants,  I  have  a  leg  up,  so 


to  speak.  My  bike  shifts  gears  auto- 
matically. 

It's  called  AutoBike,  and  it  is  to 
the  bicycle  what  the  automatic  trans- 
mission is  to  the  car:  an  excuse  to 
jack  up  the  price.  Just  kidding,  ha  ha. 
Invented  by  two  Canadian  geniuses 
(!),  AutoBike  shifts  smoothly  among 
its  six  gears  using  the  principle  of  the 
centrifugal  clutch,  which  you  don't 
need  to  understand.  The  Canadian 
combo  already  owns  the  patent,  and 
what  you  get  is  the  torque  and  power 
of  a  six-speed  bicycle,  without  hav- 
ing to  puzzle  through  ten  or  even 
twenty-one  gears  while  your  front 
wheel  veers  toward  the  ditch. 

The  bike  always  starts  in  the  low- 
est gear  and  shifts  upwards  at  65 
rpm,  which  is  a  medium  speed  for  an 
average  biker.  Even  though  Auto- 
Bike has  mounted  its  centrifugal 
transmission  on  a  mountain  bike 
frame,  this  cycle  is  strictly  for  use  in 
the  leafy  suburbs  or  on  those  vaca- 
tion islands  with  the  weathered  gray 
shingles  and  the  quaint,  $250-a-night 
inns.  "The  bike-store  groupies  don't 
like  us,"  explains  spokeswoman 
Marsha  Williams.  (I  presume  she 
means  those  people  in  the  Spandex 
pants.)  "Recreational  riders  think 
we're  great." 

Gizmo  Rating:  4  again. 

The  AutoBike  costs  $399  and  can 
be  test-driven  (with  one  wheel  off 
the  floor)  at  most  Brookstone  stores. 
It  can  also  be  ordered  directly  from 
the  manufacturer  by  calling  800-942- 
BIKE. 

And  yes,  the  wallet  is  still  beeping. 

Whkn  hurrying,  as  I  so  ()!•  tkn  am, 
to  the  scene  of  a  prestigious  awards 
ceremony,  I  occasionally  drive  my 
automatic  transmission  automobile. 
Of  course,  it's  tempting  to  bring 
along  a  libation — coffee,  or  ginger 
ale — but  the  prospect  of  clutching 
the  cup  between  my  legs... Well,  it 
just  won't  do. 

But  now  I  have  disco\ercd  Calyp- 
so, ''Dcr  ini^/f/iih/i(/i('  gel riinkclKi Iter" 
(the  "unbelievable  drink  holder"), 
manufactured  in  (Germany  and 
patented  for  sale  in  the  U.S.  The 
copy  writers  call  it  "gyroscopic,"  but 
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$349 

14PZ  Lawn  Mower 


$1,999 

STX38  Lawn  Tractor 


Two  ways  to  save  for  your 
summer  vacation. 


If  you  want  to  buy  a  great  mower  this  year  and 
Jtill  have  enough  money  for  Hilton  Head,  Nantucket, 
fellowstone,  or  wherever,  the  first  place  to  go  is  to 
your  local  John  Deere  dealer. 

Because  now  you  can  buy  a 
John  Deere  5-horse  walk-behind 
mower  starting  at  only  $349. 

Or  climb  aboard  our  rugged, 


30-E)AY 

NO  RISK 

GUARANTEE. 


I'/  an  exchange  or  refund, 
no  questions  asked 


gile  12.5-horse  riding  tractor  for  just  $1,999.  (Prices 
,ood  only  through  May  31, 1993.) 

With  over  30  other  mowers  to  choose  from, 
m're  certain  to  find  a  John  Deere  product  that  fits 


your  lawn.  Not  to  mention  your  disposable  income. 

And  to  make  buying  your  new  mower  even 
easier,  low  financing  is  available  through  John  Deere 
Credit.  Ask  your  dealer  for  details. 

Our  30-Day  No  Risk  Guarantee  also  lets  you 
exchange  or  return  your  John  Deere  for  any  reason, 
no  questions  asked. 

So  take  a  trip  to  your  John  Deere  dealer  soon. 
To  find  the  one  nearest  you  just  call:  1-800-544-2122. 

And  have  a  great  summer. 


NOTHING  RUNS  LIKE  A  DEERE 


it's  really  just  a  plastic  tray 
floating  in  a  bed  of  ball  bear- 
ings. The  base  clamps  easily 
onto  any  flat  part  of  your 
dashboard.  So  while  your  car 
veers  around  the  slower  traf- 
fic on  the  autobahn,  your 
schnapps,  I  mean  your 
wretched  cola  drink,  remains 
undisturbed.  I'm  told  this 
gizmo  works  well  in  boats, 
but  I  don't  own  a  boat.  Yet. 

Gizmo  Rating:  3.  The 
Calypso  costs  $19.95,  and  is 
available  at  Sharper  Image 
stores  and  through  the  cata- 
logue; 800-344-4444. 

CherGiz,  you  ask,  does  chess 
figure  among  your  many 
interests.'^  And  I  answer,  of 
course.  Especially  in  the 
round. 

I  have  recently  taken  to 
playing  Centre  Chess,  a  cir- 
cular chess  creation  that 
proves  to  be  far  more  chal- 
lenging than  the  boring  old 
rectilinear  game.  If  regular  chess  con- 
fuses you,  circular  chess  will  drive 
you  batty!  Maybe  give  it  to  a  friend. 
Or,  better  yet,  an  enemy. 

The  game  closely  resembles  nor- 
mal chess.  There  are  64  squares  for 
maneuver   and 


Centre  Chess 


attack,  with  a  thin  dividing  pie 
wedge  designated  as  a  "no  man's 
zone."  Now  the  fun  begins.  The 
rooks  can  attack  directly  ahead,  or  in 
sideways  curves  along  the  radius. 
The  bishops  strike  out  of  nowhere, 
scything  S-curves  through  the  center 
of  the  board  like  Exocet  missiles. 
The  Queen,  of  course,  can  do  what- 
ever she  pleases.  If  you  enjoy 
chess,  you'll  be  fas- 
cinated by 
Centre 


The  Beeping  Wallet 


Chess. 
If  you  don't  like 

chess,  why  are  you  bothering  to  read 
this  item  at  all.'' 

Endgame:  for  intellectuals,  fly- 
weights and  children,  the  maker  of 
Centre  Chess  has  developed  a  game 


called  QuickChess,  played  with  tel 
pieces  to  the  side  on  a  30-squar| 
board.  QuickChess  is  great!  Yo| 
think  I'm  a  shill — what  do  I  care 
Where's  _)"?«/■  Nobel,  Mr.  Critic.'* 

Centre  Chess  costs  $29.95;  Quicj 
Chess  costs  $6.95.  Both  can  hi 
ordered  toll-free  direct  froil 
Amerigames;  800-344-4241. 

Curious  readers  want  to  kno> 
what's  all  this  we've  been  readii 
about  electronic  photography.''  Is  I 
time  to  trade  in  my  Brownie.-*  Not  i| 
worry,  buggershuts,  or  shuj 
gcrbuts  or  whatever  y( 
photo    enthusiasts    ca 
yourselves.   Gizmo  ha 
seen  the  future  of  photo] 
raphy,  and  it  is  very  blurr 
Not  to  mention  expensive. 
With  Kodak  still  testing  til 
waters  with  its  film-to-compj 
disc  system,  the  only  standard-be£ 
ers  of  electronic  photography  nojj 
widely  available  are  color  vid« 
printers  from  Sony,  Panasonic  ai 
Fuji.  These  can  freeze  a  frame  cI 
your  VCR  and  churn  out  a  colj 
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print.  My  worshipful  lab  assistants 
have  assured  me  that  Sony's  CVP- 
G700  printer  is  the  best  of  the  lot, 
which  is  not  reassuring. 

I  took  a  videotape  of  my  tiny 
grand-Gizmoids  down  to  the  photo 
shop  and  treated  myself  to  a  few 
prints.  The  results  are  something 
less-than-clear:  clarity  and  focus 
reminiscent  of  early  Zapruder.  To 
Jerry  Garcia,  that  is  how  the  world 
looks.  You  and  I  know  better. 

To  be  fair — and  believe  me,  I  am 
not  paid  the  big  Swiss  francs  to  be 
fair! — this  printer  can  do  some  nifty 
things.  You  can  merge  as  many  as  16 
different  video  images  onto  one 
print.  An  amateur  can  touch  up  the 
color  quality  and  even  add  titles  to  a 
snapshop.  Instant  Christmas  cards 
for  a  buck!  Without  channeling  the 
money  to  the  Bulgarian  spies  at 
UNESCO!  Not  such  a  bad  deal. 

The  one  thing  this  system  can't 
do  is  produce  decent-quality  pic- 
tures. Sony  propaganda  says  this 
$1,500  device  will  transform  your 
camcorder  into  "more  than  a  cam- 
era," and  of  course  they  display  sim- 
ulated snapshots  like  the  bogus 
Polaroids  James  Garner  used  to  rave 
about  on  TV.  But  confronted  with 
my  lab  results,  a  Sony  spokesman 
quickly  backed  off  the  party  line: 
"They're  not  going  to  match  the 
print  from  a  35  mm  negative.  The 
system  isn't  designed  to  replace  still 
photography."  But  it  says  right 
here... Oh.  Never  mind. 

Gizmo  Rating:  2.  Consider  your- 
selves lucky. 

The  Sony  CVP-G700  color  video 
printer  usually  sells  for  less  than  list 
price  at  camera  and  video  stores,  and 
at  classien.  department  stores.  A  30- 
count  film  pack  costs  $30;  90  pic- 
tures costs  $70. 

Got  the  picture.''  I  certainly  hope 
so.  Farewell,  until  our  next  techno- 
charged  encounter.  And  remember: 
if  it  doesn't  complicate  your  life 
more  than  the  Clinton  tax  code,  and 
if  it  doesn't  start  tweeting  during  an 
intimate  "reconciliation"  with  your 
second  wife,  then  it  isn't  a  Gizmo. 

Yes,  the  wallet  is  still  beeping,  gs 
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CIGA  HOTELS 


Will  the  muse  visit  you  during  your  stay  at  the  Gritti 
Palace  in  Venice?  You  will  certainly  enjoy  the  same  sources  of 
inspiration  as  Mr  Hemingway. 

The  Grand  Canal  still  laps  the  hotel  entrance  as  it  has 
lor  five  hundred  years. 

Titian's  16th  century  portrait  of  Doge  Andrea  Gritti 
continues  to  grace  the  hotel's  walls. 

ERNEST  HEMINGWAY  WROTE 

A  NOVEL  HERE. 

PERHAPS  YOU  MAY  BE  MOVED  TO 

WRITE  A  MEMO  OR  TWO? 

And  the  view  from  your  window,  across  to  the  church 
of  La  Salute,  is  the  same  one  that  greeted  the  American  author 
on  his  arrival  in  October  1949. 

The  Gritti  Palace  became  not  only  the  place  where  he 
wrote,  but  also  the  place  that  he  wrote  about,  in  "Across  the 
river  and  into  the  trees". 

In  truth,  other  Ciga  Hotels  have  proved  equally  inspiring. 
And  neither  satellite  communications  nor  air  conditioning 
have  robbed  them  of  their  historic  charm. 

In  Asolo,  amid  the  hills  of  the  Veneto,  you  will  find  the 
Villa  Cipriani.  Once  the  home  of  Robert  and  Elisabeth  Browning. 

But  perhaps  the  most  literary  of  our  hotels  is  the 
Meurice,  which  borders  the  Tuileries  in  Paris. 

For  more  than  thirty  years,  its  renowned  restaurant 
served  as  headquarters  to  France's  most  noted  literary  circle. 

An  era  immortalised  in  Fargue's  "Les  Pietons  de  Paris'.' 
And  commemorated  by  the  portrait  of  its  Patron,  Florence 
Gould,  which  presides  over  diners  to  this  day. 

If  you  are  a  person  more  attracted  by  the  beauty  of  a 
traditional  building  than  the  sterility  of  a  tower  block, 
consider  a  Ciga  Hotel  next  time  you  travel. 

There  are  currently  36  to  choose  from,  with  room  rates 
much  the  same  as  ordinary  five  star  hotels. 

To  obtain  a  brochure  describing  them  all,  simply  fax 
your  letterhead  or  business  card  to  New  York  212-421  5929. 
'Alternatively,  telephone  New  York  212-935  9540. 


CUXSSIt 


The    Exceptional    Shirt 


©l993C:rossCrci-k  Apparel,  Inc. 


T  WAS  ABOUT  THE  five-and-a-half- 
our  point  during  my  last  round  of 
(golf  at  Pebble  Beach,  a  round  which 
lasted  seven-and-a-half  hours  and  in 
which  I  played  those  last  two  famous 
holes  in  utter  darkness,  that  I  decid- 
ed this  wasn't  what  golf  was  all 
about. 

I  know,  I  know.. .the  links  at  Peb- 
ble Beach  are  a  national  treasure  and 
a  public  course,  and  anyone  who 
wishes  to  plunk  down  $200  on  the 
pro  shop  counter  is  entitled  to  full 
value,  even  unto  playing  every  last 
one  of  their  goddamn  125  shots. 

But  I  couldn't  help  but  contrast 
the  situation  on  the  Monterey 
Peninsula  with  the  one  on  the 
Eden  estuary.  The  Old  Course 
at  St.  Andrews  is,  of  course, 
even  more  of  a  treasure  than 
Pebble  will  ever  hope  to  be,  and 
attracts  a  similar  weight  of 
demand  from  golfers  who  wish 
to  play.  But,  at  about  $61,  it  is  far  less 
of  an  investment,  and  it  is  an 
extremely  rare  event  for  a  round  of 
golf  there  to  last  more  than  four 
.hours.  One  cannot  play  more  than 
■two  holes  before  encountering  a 
polite  but  firm  ranger  on  a  motor 
scooter  who  encourages  you  to  play 
"just  a  wee  bit  faster,  if  you  please." 

Golf,  of  course,  is  big  business 
these  days,  and  with  the  bean  coun- 
ters in  control,  you  hear  things  like 
"maximizing  the  resource,"  which  in 
English  means  cramming  as  many 
fee-paying  customers  onto  a  golf 
course  as  possible. 

This  might  be  good  business,  but 
it  does  not  make  for  pleasurable  golf. 
Strangely,  this  most  social  of  games 
is  best  enjoyed  in  settings  of  solitary 
bliss,  as  anyope  who  has  snuck  away 
from  the  office  for  a  mid-week  visit 
to  the  club  will  attest.  When  the  fair- 
ways are  empty  and  the  silence  is 
deafening,  the  journey  of  golf  goes 
inward  as  much  as  onward. 

For  the  last  several  years,  I  have 
been  invited  to  join  a  group  of 
friends  from  Atlanta  on  an  early  Jan- 
uary getaway  to  Aiken,  S.C,  and  the 
Palmetto  Golf  Club.  The  club  has 
been  in  existence  for  a  hundred 
vears,  and  the  original  golf  course 


was  revised  in  1931  by  Dr.  Alister 
Mackenzie,  who  was  in  the  vicinity 
helping  to  build  a  little  track  called 
Augusta  National,  just  across  the 
Savannah  River. 

To  my  way  of  thinking.  Palmetto 
comes  pretty  close  to  being  perfect. 
There  are  maybe  200  members, 
total,  in  the  club,  drawn  about  equal- 
ly from  the  horsey  set  and  the  nucle- 
ar set  from  the  nearby  Savannah 
River  plant.  There  is  no  such  thing 
as  a  tee  time  reservation,  even  on 
weekends.  You  just  show  up,  peg  it 
up  and  play  away. 

At  least,  that's  what  my  friends 


Brilliant  And 

Unhurried  Rounds 

Of  Golf  On  "The 

Missing  Links." 


The  Golf  Bag 


and  I  do  every  January. 

There  is  a  lovely  little  clubhouse, 
designed  by  Stanford  White.  We 
change  shoes  in  the  antiquated  lock- 
er room,  where  a  cheerful  fire  wards 
off  whatever  winter  chill  is  in  the  air. 
I  am  embarrassed  to  admit  that  I 
don't  remember  ever  seeing  a 
women's  locker  room;  but  they  must 
have  one. ..this  is  1993  after  all.  I 
think  the  course  has  forward  tee 
makers,  but  I'm  not  sure. 

There  are  no  tennis  courts  or 
swimming  pools  at  the  Palmetto  Golf 
Club,  and  the  only  cuisine  is  the 
delicious  steamed  hot  dogs  available 
via  self-service  in  the  caddy  shack. 

You  see,  this  one  weekend  of  the 
year  is  reserved  for  golf-assisted  male 
bonding.  We  beat  golf  balls  together 
instead  of  drums.  We  laugh  a  lot.  We 
trade  stories.  We  play  golf  until  it 
gets  too  dark.  We  pay  no  attention  to 
score  after  awhile,  and  after  the  first 
18,  we  just  play  the  holes  in  whatev- 
er order  seems  right  at  the  time, 
skipping  around  at  will. 

Can  you  play  here  too.'*  Oh,  proba- 
bly. I  don't  think  they  stand  too 
severely  on  ceremony  at  Palmetto.  If 
you  don't  know  anyone  who's  a 
member,  you  can  probably  find  one 
without  too  much  trouble. 


By  James  Y.  Bartlett 
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Cramming  as  many  fee-paying  customers  onto  a  golf  course  as  possible 
might  be  good  business,  but  it  does  not  make  for  pleasurable  golf. 


Is  it  the  lack  of  pretention  that  is 
so  appeaHng  about  a  place  like  Pal- 
metto? I  think  so.  I  was  recently  in 
Australia  and  visited  the  highly  tout- 
ed Sanctuary  Cove,  whose  Arnold 
Palmer/Ed  Seay-designed  course  is 
said  to  be  the  finest  on  the  conti- 
nent. Yet  it  had  a  manufactured 
frumpiness  to  it,  and  the  club  was 
tres  exclusive:  indeed,  if  you  are  just 
passing  through  Surfer's  Paradise, 
you  can't  get  permission  to  play 
Sanctuary  Cove  without  a  member. 
Well,  excuuuuuse  me! 

A  few  days  later,  we  played  the 
under-touted  New  South  Wales  Golf 
Club,  some  15  miles  outside  of  Syd- 
ney, and  found  one  of  the  most  mag- 
nificent oceanside  links  in  the  world. 
Again,  designed  by  Alister  Macken- 
zie on  the  crashing  shore  of  Botany 
Bay,  and,  again,  a  golfers-only  kind 
of  club,  with  no  frills. 

It  was  a  glorious  day  for  golf:  cool 
and  briskly  windy,  the  only  way  to 
play  a  links  course.  It's  nothing  but 
an  unadulterated  golf  high  to  hang  a 
ball  out  over  the  ocean  and  wait  for 
the  wind  to  blow  it  back  onto  the 


green  (it  didn't),  or  to  knowingly  and 
with  forethought  select  a  seven-iron 
for  a  dead  downwind  200-yard  shot. 
If  I  ever  move  to  Sydney,  I  will  seek 
to  be  a  member  at  New  South  Wales. 

Or  at  Lahinch,  in  Ireland,  another 
perfect  links  course  that's  too  quirky 
and  rugged  to  make  anyone's  Top 
100  lists.  I  happen  to  like  all  those 
blind  shots  and  unfair  bounces, 
especially  when  I  can  play  them  on  a 
virtually  empty  golf  course.  Or  at  the 
new  Mount  Juliet  course,  near 
Kilkenny,  where  Jack  Nicklaus 
finally  built  a  golf  course  that's  fun 
to  play.  I  stopped,  the  first  day,  after 
18  holes  to  explore  the  wonderful 
country  house  hotel,  the  thorough- 
breds prancing  in  the  pastures  and 
the  fly  fishermen  at  work  on  the 
River  Nore.  But  my  companions 
went  on  and  on,  around  and  around. 

I  have  played  all  the  greats  in 
Scotland,  and  stayed  in  the  most 
expensive  hotels  costing  hundreds 
of  dollars  a  night:  Turnberry,  Gle- 
neagles,  the  Old  Course  Hotel. 

My  favorites.''  Two  come  to  mind. 

The  first  is  the  course  at  Machrie, 


on  the  Isle  of  Islay,  a  place  reachable 
only  by  jet  or  ferry.  The  golf  course 
is  over  a  hundred  years  old. ..aren't 
they  all.''. ..and  was  the  site  of  the  first 
professional  tournament  ever  staged. 

Murdo  MacPherson  runs  the 
Machrie  Hotel,  next  to  the  gol 
course,  which  features  some  com 
fortable,  if  not  elegant,  rooms  and  a 
restaurant  in  a  converted  dairy  barn. 
The  first  tee  is  just  a  few  steps  out 
the  back  door,  and  if  every  blessed 
citizen  of  Islay  decided  all  at  once  to 
stop  making  single  malt  whiskey  anc 
play  some  golf,  it  still  wouldn't  HI 
the  course. 

I  was  the  only  player  on  the  entire 
course  on  a  day  when  the  sun  kept 
the  temperatures  moderate,  and  the 
wind  off  the  sea  was  steady  but 
playable.  They'll  never  want  to  hoi 
the  Open  at  Machrie,  thank  God 
because  the  course  features  some 
thing  like  eleven  holes  with  blinc 
shots.  You  aim  not  at  a  visible  grccr 
or  flagstick,  but  at  a  white  pole  stucl<| 
atop  a  monstrous,  grass-covered  sani 
dune.  Sometimes  you  fire  away  a 
nothing  at  all,  which  will  test  a  man'; 
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Just  watching  gujs  trek  across  frozen  glaciers 
on  TV  gives  jou  the  chills.   You're  into  more 
everyday-type  challenges.  Like  getting  a  dollar's 
vorth  of  value  Jar  every  dollar  you  spend.    Which  is  why, 
you're  going  to  spend  it  on  outerwear,  you  should  look 
JT  the  Gore-Tex     outerwear  hangtag. 

Gore-Tex  outerwear  is  engineered  to  last  years  longer 
^inary  outerwear.  It's  versatile  enough  to  wear 
nywhere,  in  any  weather.  And,  of  course,  it's  guaranteed 
vaterproof  and  breathable.   The  truth  is,  you  don't  have  to 
%tdoor fanatic  to  buy  Gore-Tex 
ttrWear.  You  have  to  be  a  quality  fanati 


GOREJ^ 


CnatitfO  Tdchnologias 
WoekMde 


This  quirky  little  naturalistic  golf  course  lay  before  us,  empty  and  beckoning,  save  for  the  sheep. 


faith  in  himself  and  his  golf  game. 

My  other  favorite  Scottish  course 
is  Kingarth  on  the  Isle  of  Bute.  I 
know  native  Scots  who  are  not 
entirely  sure  where  the  Isle  of  Bute 
is,  which  gives  you  some  idea  of  its 
rusticity. 

Actually,  it's  only  a  30-minute 
ferry  ride  from  the  Ayrshire  coast, 
tucked  in  between  the  Kintyre 
Peninsula  and  Arran. 

It  would  be  good  to  have  a  mem- 
ber of  the  Bute  Golf  Club  with  you 
when  you  go  to  play,  not  because  it's 
exclusive,  but  because  it's  hard  to 
find.  You  park  in  a  wide  place  beside 
the  road,  change  into  your  golf  shoes 
and  tromp  through  the  yard  of  a 
farm,  opening  and  closing  the  gates 
as  you  go,  nodding  at  the  limpid 
stares  of  the  masticating  livestock. 

A  few  hundred  yards  from  the 
road  is  the  weathered,  green-painted 
shack  that  serves  as  clubhouse.  A 
sign  on  the  peeling  building  asks  you 
to  place  your  green  fee  in  an  enve- 
lope and  deposit  in  the  box  inside.  It 
costs  £3  to  play.  Per  day. 

There  are  only  nine  holes  on  the 
course  at  Kingarth,  and  the  fairways 


are  filled  with  sheep  grazing  on  the 
millions  of  tiny  daisy-like  blooms 
that  appear  in  summer.  The  sheep 
are  largely  uninterested  in  golfers 
and  ignore  the  hard  white  pellets 
that  come  whizzing  by  their  heads. 

The  sheep  are  one  hazard  of  golf 
on  Bute;  the  hard  pebbles  they  leave 
behind  are  another.  A  third  chal- 
lenge is  chipping  over  and  through 
the  barbed  wire  fences,  about  knee- 
high,  that  surround  every  squarish 
green.  The  fences,  of  course,  keep 
the  sheep  off  the  tender  grass  of  the 
putting  surfaces. 

If  you  are  a  golfer  who  likes  to  sur- 
round himself  with  pretention,  then 
you  would  probably  hate  Kingarth.  I 
found  the  place  exhilarating.  The 
midsummer  sky  was  high  and  aching- 
ly  blue.  Clouds  made  interesting 
shadows  on  the  green-covered  baize 
of  the  mountains  of  Arran  across  Kil- 
brennan  Sound.  Everywhere  on  the 
course  and  in  the  surrounding  grazing 
lands,  clumps  of  gorse  were  ablaze  in 
full  yellow  bloom. 

And  this  quirky  little  naturalistic 
golf  course  lay  before  us,  empty  and 
beckoning,  save  for  the  sheep.  We 


shouldered  our  clubs  and  battled  the 
wind.  Crumbling  old  stone  walls 
defined  some  fairways  and  ran  cross- 
wise in  protection  of  some  others. 
Two  greens  rested  precariously  on 
stony  precipices  next  to  the  water. 

I  had  met  up  with  relatives  on 
Bute:  an  aunt  and  uncle  are  restoring 
a  house  in  Rothesay.  We  played  the 
nine  in  the  morning,  then  adjourned 
to  a  nearby  pub  for  soup,  ham  and 
cheese  on  thick  slabs  of  bread,  and  a 
half-pint  of  the  local  lager. 

Then,  back  to  the  course  for 
another  nine  in  a  freshening  after- 
noon breeze.  As  we  finished,  two 
local  women  walked  up  and  pre- 
pared to  play.  That  was  the  traffic 
the  course  at  Kingarth  had  to  bear 
that  day:  six  of  us  and  two  women. 

Nobody  asked  me,  but  I  think  I 
would  have  paid  somebody  $200  for 
the  experience  of  playing  golf  that 
day.  That  it  only  cost  three  quid 
makes  me  feel  guilty,  as  if  I  had 
stolen  something  rare  and  valuable.  SB 

Jamks  Y.  ^kkylett  fears  he  will  never 
get  rich  from  the  sales  o/"  Death  I'>om 
The  Ladies'  Tee  (St.  Martin's  Press.) 
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See  that  tennis  shoe  on  the  left  of  this 
page? 

You  can't  inflate  it  with  air.  There's  no 
Disc  Closure  Unit  for  you  to  fiddle  with. 

Why  on  earth  would  anyone  buy  it? 
Because  it  fits. 

A  ^ot  that  fits  better,  performs  better. 


Other  athletic  shoe  companies  build  their 
tennis  shoes  on  the  same  last  (the  plastic 
form  that  gives  a  shoe  its  shape)  they  use  for 
their  running  shoes. 

The  CT675  pictured  here,  however,  is  built 
on  one  specifically  designed  to  accommodate 
the  lateral  movement  in  court  sports. 

More  importantly,  it's  sized  to  match  not 
just  your  foot's  length,  but  its  precise  width— 
whether  it's  B  (really  narrow),  EEEE  (really 
wide)  or  something  in  between. 


Feet  come  in  different  widths.  So  do  our  tennis  shoes. 
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This  means  you  won't  have  to  inflate  the 
CT675  to  make  it  snugger,  or  adjust  its  disc  to 
make  it  looser.  It'll  fit  correctly  the  moment 
you  put  it  on. 

It  also  means  you  can  take  full  rdvantage 
of  New  Balance's  technological  virtues,  in- 
cluding a  ProLong®  Polyurethane  outsole  that 
provides  better  traction  and  durability  than 
rubber  no  matter  what  surface  you  play  on. 

What  the  CT675  gives  you,  in  other  words, 
are  all  the  gimmicks  you  truly  need  in  a 
tennis  shoe:  none. 

new  balance 

A  more  intelligent  approach  to  building  shoes. 


What  kind  of  shoe  do  you  need?  What  kind  of  tennis  player  are  yoij 
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For  a  free  brochure  and  the  New  Balance  dealer  nearest  you,  call  1-800-253-SHOB 


To:  Senior  VP  for  Etiquette 
From:  Nervous  Tummy 

I  am  the  CEO  of  a  major  American 
corporation.  For  the  past  12  years, 
I've  been  a  frequent  guest  at  the 
White  House  at  dinners  of  state,  par- 
ticularly when  an  American  corpo- 
rate presence  was  required.  During 
that  time,  I  came  to  rely  on  a  certain 
familiar  hospitality,  and  a  cuisine 
that,  like  the  market  on  a  good  day, 
carried  no  unpleasant  surprises. 
Cream  soups,  saddle  of  lamb,  sorbet 
— you  know,  good  Republican  fare, 
not  the  stuff  of  Pepto-Bismol  or 
nightmares. 

Now,  I'm  worried.  I've  been  invit- 
ed to  a  dinner  at  the  White  House 
next  month,  and  I've  heard  some 
very  disturbing  things  about  the  new 
President's  eating  habits.  What  if  the 
main  course  is  a  Big  Macf*  How  do  I 
handle  this.?  And  is  it  true  they're 
producing  wine  in  Arkansas.? 

From:  Senior  VP 
To:  Nervous  Tummy 

The  Senior  VP  notes  that  you 
could  always  decline  the  invita- 
tion, but  this  would  be  imprudent 
so  early  in  a  new  Administration. 
(Bear  in  mind,  however,  that 
international  business  trips  can 
always  be  scheduled  to  coincide 
with  future  invitations.) 

After  several  discreet  inquiries, 
the  Senior  VP  can  assure  you  that 
you  will  not  be  summoned  to  din- 
ner by  a  musical  triangle.  How- 
ever, you  are  approaching  the 
uncharted  territory  of  a  First 
Executive  who  campaigned  on  a 
platform  of  change,  and  there- 
fore you  should  be  prepared  to 
cope  with  some  culinary  surprises. 

Let  us  address  some  hypothetical 
examples  a^  a  guideline  for  behavior. 

1.  The  entree  is  "Roasted  Razor- 
back  Hog  with  Ozark  sauce."  As  the 
dish  is  served,  you  should  command 
the  attention  of  the  table,  in  particu- 
lar its  ladies,  and  announce  that  the 
dinner  is  clearly  an  instance  of  "plac- 
ing swine  before  pearls."  As  your  fel- 
low diners  titter  appreciatively,  pro- 
duce and  unfold  what  appear  to  be 
the  poorly  mimeographed  pages  of  a 


restrictive  diet.  Peer  at  it  through 
your  bifocals,  shake  your  head  and 
mutter,  "These  nutritionists... 
sadists..."  and  look  around  for  a  sym- 
pathetic nod  of  agreement.  Then 
conclude,  "Nope.  Hog  is  definitely 
not  on  this  diet.  Damn."  and  return 
the  pages  to  your  pocket. 

2.  You  need  to  summon  a  waiter  or 
captain.  Usually  this  involves  a  dis- 
creet gesture,  but  here  is  the  oppor- 
tunity to  signal  your  kinship  with  the 
informal  style  of  the  new  Administra- 
tion. Place  two  fingers  in  your  mouth, 
and  emit  a  sharp,  audible  whistle — 
the  louder  the  better — and  repeat  as 
necessary.  Startling,  yes,  but  how 
democratic  in  the  truest  sense.  You 
will  quickly  gain 
the  reputation 
(should  you 
wish  it)  as  a 
CEO  "with  the 
common  touch." 


Senior  VP 
for  Etiquette 


Diitiitg  chez 

Clinton,  and  other 

cliallengfes  on  the 

corporate  front 

lines. 


3.  Arkansas  wines  are  served 
exclusively  with  your  meal.  Regret- 
tably, the  Senior  VP  has  learned, 
wines  are  being  produced  in  "the 
Land  Of  Opportunity,"  perhaps  in 
an  effort  to  boost  that  state's  ques- 
tionable record  of  job  creation. 
Depending  on  the  vintage,  here  are 


FVI 


FORBES  37 


The  difference  between 
enjoying  a  fine  agar 
and  SQvourin' 
one  is  Dovidd 


The  Davidoff  Connoisseur  Cigar  Sampler 
A  selection  of  five  sizes  and  shapes 
that  will  delight  those  who  look  forward 
to  the  experienoe  of  a  fine  cigar 

Packaged  carefully  and  tastefully 
in  its  own  protective  case,  this 
sampler  makes  a  wonderful  gift. 

Come  in,  or  coll.  Find  out  why 
the  difference  between  enjoying 
and  savouring  is  Davidoff 


Shown  Dowdoff  Cigar  Sampler 
OS  described.  S36  OO  Price  differs 
sligritly  outside  New  York  For 
catalogue  orders, 
coll  1-800-328-4365 


DAVIDOFF  OF  GENEVA.  INC    ' 

535  Madison  Avenue  at  54th  Street.  New  York 

212-751-9060  or  800-548-4623 

232  Vio  Rodeo.  North  Rodeo  Drive.  Beverly  Hills 

310-278-8884  or  800-328-0039 

For  those  who  ore  obsessed  with  quolity 


GENEVA,  ZURICH.  LGNCXDN,  AMSTERDAM,  BRUSSELS.  PARIS.  FRANKFURT.  HONG  KONG.  SINGAPORE.  BANGKOK, 
/UALA  LUMPUR,  TOKYO,  MONTREAL,  TORONTO,  NEW  YORK,  BEVERLY  HIU.S, 
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JAMAICA 


JAMAICA 

The  Playful  Side  of  Paradise 

SiqjeiOubs 

The  Caribbean's  Only  Super-Inclusive"  Resorts. 
For  a  complete  brochure  or  more  information,  call  your  travel  agent  or  SupeiClubs  toll-free  at  1-800-859-SUPER  /Ext.  190. 


some  appropriate  remarks  you  can 
offer,  after  taking  the  smallest  of 
exploratory  sips:  Chateau  Espoir 
(said  to  be  the  President's  favorite) 
— "a  sentimental  wine,  although 
more  illusion  than  reality";  Chateau 
Little  Rock — "a  capital  grape,  with 
provincial  accents";  and  Chateau 
Nouveau  Covenant — "Well-mean- 
ing...  but  p/us  fa  change,  plus  c'est  la 
meme  chose,  ti est-ce  pasF^ 

To:  Senior  VP  For  Etiquette 
From:  Misinformed 

I  am  the  CEO  of  a  major  American 
corporation  which  has  for  decades 
been  a  cornerstone  of  the  Dow 
Jones.  When  I  recently  announced 
that  we  would  soon  be  laying  off 
15,000  employees  through  an 
aggressive  pursuit  of  early  retire- 
ments, I  was  lauded  by  financial 
analysts  for  "my  tough  decision- 
making ability"  and  "my  willingness 
to  come  to  terms  with  market  reali- 
ties." Immediately  afterwards,  our 
stock  price  rose  on  the  New  York 
Stock  Exchange,  and  has  remained 
steady. 

Unfortunately,  I  have  since 
learned  that,  due  to  significant  cuts 
already  in  place,  we  no  longer  have 
15,000  employees.  How  do  I  handle 
this  potential  media  disaster.'' 

From:  Senior  VP 
To:  Misinformed 

As  you  arc  undoubtedly  aware,  the 
communities  of  this  nation  are  awash 
in  unemployed  laborers,  managers 
and  executives,  due  to  "downsiz- 
ings"  you  yourself  have  probably 
contributed  to.  Quietly  hire  the  nec- 
essary manpower  to  swell  your  labor 
force  to  the  point  where  you  can 
then  trim  it  by  the  announced  nimi- 
ber.  Those  temporary  hires  will  sure- 
ly be  grateful  for  the  generous  day's 
wage  you  will  be  proxiding,  and  you 
can  rest  comfortably,  with  that  deci- 
sive reputation  intact. 

To:  Senior  VP  For  Etiquette 
From:  Lion  At  Sunset 

1  am  the  (^EO  of  a  major  Ameri- 
can corporation  who  will  very  shortly 
be  retiring  after  one  of  the  most  tlis- 


tinguished  careers  in  my  industry.  In 
fact,  come  to  think  of  it,  I  don't  know 
another  executive  with  my  grasp  and 
personality  and  sheer  corporate 
willpower. 

Anyway,  I  don't  think  I  have  to 
tell  you  about  the  slings  and  arrows 
that  I've  fended  off  from  my  detrac- 
tors over  the  decades.  Some  of  the 
blows  I've  received  would  have  bro- 
ken a  lesser  man,  but  not  this  CEO. 
How  else  would  I  have  led  one  of  the 
greatest  corporate  turnarounds  in 
history  during  the 
1980s  without  a 
spirit  I  think  all 
would  agree  is 
indomitable.'^  My 
life  could  be  a 
miniseries,  I'm 
telling  you. 

Well,  recently 
I  sat  down  to  plan 
my  retirement 
with  the  Execu- 
tive Board.  I  real- 
ly don't  think  my 
expectations 
•  were  out  of  line:  a 
lifetime  compen- 
sation at  100%  of 
my  final  package; 
a  personal  assis- 
tant, housekeep- 
er, masseuse  and 
chef  at  each  of 
my  five  homes;  a 
ticker  tape  parade 
through  the 
streets  of  my  city 
with  mandatory  civic  participation; 
a  mural  depicting  my  life  and  tri- 
umphs painted  at  five  times  life 
size  in  our  flagship  manufacturing 
facility;  a  campaign  to  designate 
my  birthday  as  a  national  holiday; 
and  a  capsule  of  my  thoughts, 
strategies  and  reflections  launched 
into  space  at  company  expense  to 
serve  as  a  beacon  to  unknown  stel- 
lar civilizations. 

There  was  kind  of  a  silence  there 
in  the  room  when  I  got  through  read- 
ing my  list.  And  then  some  jumped- 
up  little  flunky  from  the  Corporate 
Communications  Dept.  says,  not 
very  politely,  "We  really  think  this 


will  send  the  wrong  message  about 
the  company.  Don't  you  know  that 
the  Zeitgeist  has  changed.^" 

My  question  is:  what  the  hell  is  a 
Zeitgeist,  and  what  does  it  have  to 
do  with  my  celebration.'' 

From:  Senior    VP 
To:  Lion  At  Sunset 

No,  the  Zeitgeist  is  not  a  sporty  Ger- 
man import  that  siphoned  off  market 
share  during  the  so-called  "Roaring 
Eighties."  The  Zeitgeist  is  an  over- 


announce,  "Do  with  me  what  you 
will."  Sweep  the  room  once  gravely 
with  your  eyes,  bow  ever-so-slightly 
and  then  depart.  Those  remaining 
will  be  so  startled  by  what  appears  to 
be  a  complete  personality  change  on 
your  part  that  they  will  be  temporari- 
ly at  a  loss  for  words — and  deeds. 

You,  however,  will  not.  Go 
directly  to  the  press  conference  that 
you've  scheduled,  where  your 
retirement  agenda  is  being  dis- 
tributed (along  with  some  modest 


How  sooooeeee  it  is!  Emphasizing  American  cooking,  the  First  Lady 
recently  announced,  will  be  a  priority  in  the  Clinton  White  House. 


arching  social  mood,  with  which  your 
visions  of  your  retirement — and  by 
extension  your  place  in  history,  if 
you  will  allow  me  a  little  executive 
wing  psychology — seem  unhappily 
to  be  clashing. 

Surely  someone  who  has  risen  to 
your  exalted  place  in  a  large  corpo- 
rate culture  is  no  stranger  to  the 
practical  use  of  intrigue. 

The  Senior  VP  has  always  found 
that  humility,  however  feigned,  can 
be  nicely  disarming.  What  you  must 
do  is  immediately  reconvene  that 
recalcitrant  executive  board,  stand 
up  solemnly,  symbolically  drop  your 
list  of  requisites  to  the  table,  and 

FVI 


remarks  of  your  own  about  the 
"high  privilege  it's  been  to  serve 
this  company").  Counter  the 
impression  that  you  are  an  egotisti- 
cal plutocrat  run  amok  by  announc- 
ing, with  the  same  solemnity  as 
before,  "I  am  not  doing  this  for 
myself,  you  understand.  I'm  doing 
this  to  demonstrate  that  rumors  of 
the  death  of  American  corporate 
might  are  greatly  exaggerated.  I'm 
doing  this  to  help  us  prove  a  point — 
to  the  world." 

The  Senior  VP  would  be  most 
surprised  if  the  "great  expectations" 
of  your  sunset  years  were  not  sub- 
stantially fulfilled. iS 
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It's  time  for  a  change  to  the  wines  of  Ernest  and  Julio  Gallo. 
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For  ideas  and  savings  on  gourmet  pizza,  look  far  Ernest  &' Julio  Gallo  displays  in  participating  U.S.  stores         J 

©E.  &J.  Galb  Winery,  Modesto,  CA 
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**You  CAN  GET  TOTALLY  lost  in  look- 
ing at  the  development  of  things  you 
looked  at  the  week  before,"  says 
Lewis  Glucksman,  a  vice  chairman  at 
Smith  Barney.  "Something  is  dying. 
Something  is  growing  and  thriving. 
Something  that  you  thought  was 
gone  has  revived  itself.  It's  a 
tapestry."  .         ' 

No,  Glucksman  isn't  talking 
about  the  most  recent  crop  of  IPOs 
to  hit  the  market.  He's  pondering 
the  many  benefits  of  gardening  in  a 
greenhouse;  or  in  his  case,  in  one  of 
the  five  greenhouses  he  uses  to  keep 
his  orchids,  amarsllises  and  whatever 
else  suits  his  fancy  in  bloom.  "I  like 
seeing  things  grow,  especially  during 
the  time  of  the  year  when  the  grass  is 
brown  and  the  trees  have  lost  their 


ety,"  he  continues.  "When  people 
.  get  in  a  greenhouse  on  a  cold  day 
there's  a  great  deal  of  security. 
There's  a  lot  of  satisfaction  in  con- 
trolling your  own  environment." 

Shut  the  door  of  a  greenhouse  and 
you're  in  another  world,  your  own  lit- 
tle" world.  The  air  hangs  thick  and 
heavy,  and  each  breath  you  take 
tastes  clean  and  pleasant.  Condensa- 
tion drips  from  the  ceiling,  moisten- 
ing the  flecks  of  dirt  and  dried  leaves 
scattered  about  the  floor.  Clean  'em 
up.^  The  sooner  the  better;  those 
leaves  might  breed  fungus. 

"It's  very  contemplative,"  says 
Glucksman,  contentedly;  "the  phone 
doesn't  ring. ..and  the  plants  don't 
talk  back  to  you." 

"I  personally  enjoy  just  plain 

working  in  there,"  says 

0m  ■  Phil  Jesup,  a  retired 

^1      ^         ^     ^      ^^      ^^      1^  ^^     ^      ^  ^    ^^         banker     in     Bristol, 

^     T      IT     Q     P     P      11      11      Cr     T     Q      ■       Cr         Conn.,  who,  with  his 

uLlCiJijJJllijLClij    ' k "" '" 

mw  ^  ^B  ^^  Ww  WW  Hw  wB  WW  V  ^W  ^H  WW  cranking  out  award- 
winning  orchids  for 
almost  four  decades. 
Their  50-by- 18-foot  backyard  green- 
house is  stuffed  to  the  vents  with 
Restrepias,  Masdevallias,  Aerangis, 
Schoenorchis...even  a  begonia  or 
two.  "I  clean  up  the  old  dead  leaves 
and  flowers,  pick  up  each  plant,  see 
how  it's  doing,  take  pleasure  if  it's 
doing  well..." 

"Complain  \igorously  if  it's  not," 
adds  Ann. 

"Yes,"  he  goes  on,  "it's  the  orchids 
that  make  my  motor  run.  But  no  mat- 
ter what  kind  of  plant,  I  enjoy  the 
atmosphere.  When  it's  cold  and 
snowy  outside,  it's  great  to  be  able  to 
walk  into  a  little  bit  of  the  tropics." 

Plants  aren't  the  only  thing  that 
prosper  in  that  atmosphere. 
Research  has  shown  that  gardening 
can  bring  blood  pressure  and  stress 
le\  els  down.  "There  really  is  a  thera- 
peutic benefit  to  working  in  a  green- 
house," says  Shane  Smith,  director  of 
the  C'heycnne  Botanic  Ciardens  in 
Cheyenne,  Wyo.,  and  author  of  the 
recently  published  Grcen/ioiisc  Gar- 
(ieners  (Companion.  "There  are  a  lot  of 
stressed-out  people  in  the  business 
world  who  might  think  they  don't 


Iff  you  can 

garden  outside, 

you  can  garden 

inside,  say  the 

experts. 

So  have  you 

considered  a 

greenhouse? 


By  Neal  Santelmann 


leaves.  Things  in  a  greenhouse 
exhibit  life.'' 

Glucksman's  on  to  something 
there:  that  greenhouses  are  great 
places  to  grow  plants.  That  may 
come  as  a  pleasant  surprise  to  those 
who  hitched  their  homes  up  with  the 
see-through  structures  over  the  last 
half-decade  or  so,  and  then  used 
them  for  recreation  instead  of  propa- 
gation. "The  late  '8()s  was,  like, 
super  yup-ism,"  says  Bill  Yanda, 
owner  of  U.S.  Sky,  a  glazing  systems 
company  in  Santa  Fe.  "People  used 
to  ask  me  what  grew  best  in  a  green- 
house, and  I'd  tell  'em,  'Hot  tubs — 
you  just  add  water.'  But  over  the  last 
year  or  so,  it's  started  changing  back 
to  growing.  I  think  the  new  adminis- 
tration has  something  to  do  with  it." 

I'hat's  right:  the  'SOs  arc  over. 
Time  to  get  back  "to  the  roots,  to  the 
soil.  "When  the  economy  starts 
going  down,  there's  a  greater  interest 
in  raising  your  o\\  n  plants,"  says  Doc 
Abraham,  a  horticultural  jounalist 
who,  with  his  wife  Katy,  has  written 
ten  books  on  gardening  over  the 
years.  "We  live  in  a  stressful  soci- 
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'When  it's  cold  and  snowy  outside,  it's  great  to  be  able 
to  walk  into  a  little  bit  of  the  tropics." 


want  to  take  on  another  responsibili- 
ty, but  a  greenhouse  might  be  just 
the  thing  they  need." 


Greenhouse  gardening  is  nothing 
new,  of  course.  The  Roman  emper- 
or Tiberius  had  a  thing  for  cucum- 
bers and  grew  them  in  the  winter  in 
ditches  covered  with  mica.  Over  the 
centuries  farmers  stretched  oiled 
paper  over  wood  to  create  cold 
frames,  and  with  the  invention  of 
glass,  placed  lantern  covers  over 
plants  to  head  off  the  ravages  of  Gould's  colos- 
frost.  As  glass  technology  developed  sus.  "People 
in  the  17th  and  18th  centuries, 
assorted  royalty  stocked  huge 
orangeries — large  brick  structures 
with  lengthy  vertical  windows — full 
of  orange  trees  and  plants  from  the 
New  World. 

In  this  country,  greenhouses  date 
from  Andrew  Faneuil's — of  Boston's 
Faneuil  Hall — way  back  in  1737.  At 
Mount  Vernon,  George  Washington 
dazzled  dinner  guests  with  hot- 
house pineapples.  But  it  took  robber 


nearly  half-an-acre  and  had  upwards 
of  10,000  panes  of  glass. 

Iron-frame  greenhouses  quickly 
caught  on  with  the  affluent  of  the 
day,  who  ordered  them  up  heavy  on 
X'ictorian  elaborateness:  bow  arches, 
iron  spikes,  frills  and  gingerbread 
galore.  "It  was  a  romantic  time,"  says 
Tom  Richmond,  an  iron-frame 
greenhouse 
restorer  and  afi- 
cionado, who 
worked     on 


were  bringing 
back  orchids 
and  exotic  ^-^ 
plants  from  all 
over  the  world. 
All  this  stuff 
was  new  and 
exciting — gotta 
have  it.  I  sup- 
pose a  green- 
house would've 
brought  you  up  " 
several  notches  on  the  social  ladder." 


A  cuke  for  all  seasons:  Tiberius 
just  had  to  have  'em. 


material,  and,  later,  plastics  became  a 
viable  glazing  alternative  to  glass. 

Then  came  the  energy'  crunch.  In 
the  late  '70s,  the  Federal  Govern- 
ment offered  an  energy  tax  credit  for 
attached  solar  greenhouses  used  as 
alternative  energy  sources.  Manufac- 
turers marketed  greenhouses  as  solar 
rooms,  and  sales  took  off. 

But  the  energy  credit  \\  as  discon- 
tinued in  the  late  '80s,  and  many  man- 
ufacturers who  rode  the  solar  energy 
wave  are  now  gone.  "I've  got  a  list  of 
about  100  so-called  'residential'  green- 
house manufacturers,  and  only  about 
30  are  of  any  substance,"  says  Dr. 
Harold  Gray  of  the  National  Green- 
house Manufacturers  Association. 

If  you  can  garden  outside,  you 
can  garden  inside,  say  the  experts. 
But  a  greenhouse  is  different.  "You 
have  to  learn  about  heating,  shading 
and  ventilation,  what  a  greenhouse 
will  and  won't  do,"  says  Janice  Hale, 
publication  director  of  the  Hobby 
Greenhouse  Association  in  Bedford, 
Mass.  "Some  people  may  have  suc- 
cess in  growing  orchids,  others  grow- 
ing vegetables.  You  just  have  to  find 
out  what  your  particular  situation  is." 
So — how  to  get  started.'^  Shane 
^  t  /,  Smith    advo- 

cates simplici- 
ty: "You  can 
automate 
these  things  to 
death,  and  the 
more  y  o  u 
automate  the 
more  you're 
taking  yourself 
out  of  the  loop 
and  not  get- 
ting the  thera- 
peutic bene- 
fits." Certain 
gadgets  break 
like  crazy,  he 
says,  and  oth- 
ers are  just  plain  frivolous.  "Win 


baron  Jay  Gould  to  bring  greenhous- 
es into  their  architectural  Golden  The  Crash  wiped  out  much  of  the  spend  80  bucks  on  a  moisture  meter.- 
Age.  In  1881,  Gould  built  the  first  wealth  that  could  afford  iron-frames.  All  you've  got  to  do  is  stick  your  fin- 
iron-frame  greenhouse  in  the  hemi-  and  during  World  War  11  many  grand  ger  in  the  soil." 
sphere  on  his  Lyndhurst  property  in  estate  greenhouses  were  torn  down  Smith  also  recommends  going 
Tarrytown,  N.Y.  Staffed  by  as  many  for  scrap.  Aluminum  began  to  with  an  attached  greenhouse.  "I'co- 
as  15  full-time  gardeners,  it  covered  replace  iron  and  cypress  for  framing  pie  who  have  to  put  on  a  coat,  shoes 
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If  anyone  ofifers  more  buttondowns, 
in  a  wider  variety,  better  quality,  or  at  better  prices, 

we  dont  know  of  it. 


It's  possible,  of  course.  It's  a 
big  country.  But  without 
question  Lands'  End  has 
become  a  major  source  of 
buttondown  shirts  in  almost  every 
conceivable  fabric  and  color,  for 
both  men  and  women. 

The  real  thing.  $21.50. 

This  is  the  shirt  that  started  it  all. 
The  cool,  comfortable  100% 
cotton  Oxford  cloth  shirt,  with 
the  neat,  soft  buttondown  collar 
some  of  you  wore  and  remember 
from  the  Big  Band  days.  We  were 
among  the  first  \o  bring  it  back, 
originally  at  $21.50.  Even  now  it 
is  still  a  remarkable  value  at  just 
$21.50.  Same  generous  cut,  long 
tails,  precise  tailoring  and  all.  But 
today,  we  offer  it  in  more  colors, 
and  in  both  short  and  long 
sleeves.  It  does  need  ironing.  But 
our  companion  shirt- a  carefree 
cotton  blend,  also  at  $2 1.50 -does 
not. 

But  this  is  only 
the  beginning. 

You  should  really  check  our 
Lands'  End  catalog  for  the  full 


spell-out  of  our  buttondown 
assortment.  But  we  should 
mention  the  Hyde  Park,  beloved 
by  traditionalists  because  it's  cut 
from  a  cotton  Oxford  cloth  as 
substantial  as  any  found  in  the 
world  today.  So  it  wears  longer, 
launders  more  nicely,  and  gives 
you  the  classic  drape  of  an 
"expensive"  shirt  (which  it  isn't.) 
And,  for  those  of  you  who  are 
into  the  thoroughly  modem,  we 
offer  the  Pinpoint  Oxford,  with  a 
soft,  silky  touch  that  may  woo 
you  away  from  ai.y  other  kind  of 
dress  shirt  you've  ever  worn. 

Dress-tailored  sportshirts  too. 

Our  buttondown  story  goes 
beyond  Oxfords.  We  also  offer  a 
goodly  selection  of  fine  "dress 
tailored"  sportshirts,  the  kind  you 
can  wear  just  as  comfortably 
under  a  blazer  as  with  your  oldest, 
most  disreputable  khakis. 

The  buttondown  sportshirts 
you'll  find  in  our  catalog  varies, 
of  course,  with  the  season.  In 
spring  and  summer,  choose 


traditional  favorites  like  Indian 
Madras  and  seersucker.  And  in 
fall  and  winter,  glory  in  an 
assortment  that  includes 
ginghams,  flannels,  brushed  twill 
Highlanders,  and  the  undisputed 
king  of  all  sportshirts -English 
Viyella. 

We  go  fer  beyond  shirts. 

What  Lands'  End  has  goes 
beyond  shirts,  even  beyond  our 
famous  soft  luggage,  sportswear 
and  accessories.  The  Lands'  End 
tradition  affects  everything  we 
offer  you. 

First,  quality.  Then,  price.  And 
always,  always  ^emce. 

That's  why  we  can  offer  a 
guarantee  that  would  put  lesser 
merchants  out  of  business. 
Simply: 
GUARANTEED.  PERIOD.* 

If  we're  new  to  you,  we  don't 
ask  that  you  trust  us.  Simply  try 


us.  By  phone,  you  can  reach  us 
toll-free  24  hours  a  day  at 
1-800-356-4444. 

Or  send  in  this  coupon. 
Whether  you  order  a  shirt  or  not, 
we'll  be  pleased  to  send  you  a  free 
copy  of  our  latest  Lands'  End 
catalog. 

If  you'd  like  a  free 

copy  of  our  catalog, 

mail  in  this  coupon 

or  call  IS  free  on: 

1-800-356-4444 

Name 


©,993La«ds'Emi./«f- 


Address. 


.Apt. 


City. 


State. 


Zip_ 


Send  to: 

Lands'  End  Direct  Merchants 
Dept.  #QT 
1  Lands'  End  Lane, 
Dodgeville,WI  53533 


and  a  hat  to  get  to  a  greenhouse  tend 
not  to  take  care  of  it  as  well."  That 
makes  sense:  it's  much  easier  to 
phick  a  bug  off  a  leaf  when  you  can 
stick  your  head  in  from  time  to  time. 
One  of  the  most  popular  designs 
these  days,  in  fact,  is  the  simple 


buzzing  around  your  house,  you  may      peppers  somewhere  else  if  we  want- 
have  to  learn  how  to  pollinate  some  .    ed  to,  or  go  to  the  store  and  buy 


them,  but  it's  just  fun  to  do  inside." 
To  help  limit  frustration  from  the 
get-go,  keep  in  mind  that  there  are 
many  plant  varieties  available  specif- 
ically engineered  for  greenhouse 


flowers  yourself. 

Proper  watering  in  a  greenhouse 

turns  out  to  be  the  trickiest  of  all. 

"The  commercial  people  will  tell 

you  the  fella  that  waters  the  plants 
lean-to  style,  easily  attached  to  a  side  controls  the  purse  strings,"  says  Doc  growing.  From  cucumbers  to  toma- 
of  a  house — preferably  the  south  Abraham.  "And  the  only  way  to  learn  toes,  snap  dragons  to  sweet  peas,  a 
side — with  no  more  remodeling  nee-  how  to  water  in  a  greenhouse  is  by  beginner  would  do  well  to  seek  them 
essary  than  knocking  out  a  doorway.  practice."  Learn  as  you  go — particu-  out.  Check  with  garden  supply  cata- 
But  attached  greenhouses  can  larly  from  your  disasters.  "It's  nice  to  logs  like  Stokes  (800-263-7233)  or 
have  their  downsides,  too.  If  you  use  have  a  crop  of  aphids  in  your  green-  Johnny's  (207-437-4301). 
pesticides  to  battle  insects — a  prob-      house,"  says  Doc;  "then  you  know  And  while  it  is  possible  to  grow 

lem  every  garden  faces — you'll  have      what  an  aphid  is.  We  spent  years      just  about  anything  in  a  greenhouse, 


to  take  special  care 
to  keep  the  poisons 
out  of  your  own  liv- 
ing space.  Keeping 
the  door  closed  is 
one  answer;  releas- 
ing good  bugs  to 
kill  bad  is  another; 
and  using  a  non- 
toxic bug  killer  is 
another  still.  (Try 
this:  combine  a 
tablespoon  of  dish- 
washing liquid,  a 
quarter-cup  of 
cooking  oil  and  a 
quart  of  water; 
shake  vigorously; 
then  mix  with  a  gal- 
lon of  water.)  Also, 
greenhouse  equip- 
ment can  make 
quite  a  rumble.  "If 


you  shouldn't  try 
to  grow  every- 
thing. Space  is 
always  a  premi- 
um, and  green- 
house owners 
invariably  wish 
they'd  built  big- 
ger. Why  waste 
precious  soil  on 
something  like 
potatoes      when 


/i^they  go  for  a  49 
<^  cents  a  pound  at 


the  supermarket.^ 
And  if  you're 
going  to  stuff  your 
greenhouse  full  of 
greeneries,  be 
careful  about 
arrangement:  tall 
plants  will  rob 
precious  rays  from 


the  exhaust  fans  are     Pest  Intentions:  "We  spent  years  studying  that  stuff  in  college,"  says  one    short  ones.  (Tip: 
right  next  to  your      gardener,  "and you  can  learn  it  in  about  ten  minutes  in  a  greenhouse."     paint  the  inside 

the 


white     and 
light  will  bounce  around.) 

Bottom  line.  You're  a  busy  execu- 
tive. How  much  time  does  a  green- 
house take.^  VVc  heard  everything 


bedroom,  you  won't 

get  to  hear  many  early  morning  bird  studying  that  stuff  in  college,  and 

songs,"  says  Ann  Jesup.  you  can  learn  it  in  about  ten  minutes 

All  that  time  you  spent  gardening  in  a  greenhouse." 
outdoors  may  not  be  of  much  help.  Ted  Meredith,  a  big  fan  of  hot- 
"Where  people  screw  up  is  that  they  house  hot  peppers  and  chairman  of  from,  "A  half-hour  a  week,  at  the 
take  what  they  learned  outside  and  the  executive  committee  of  Mered-  minimum"  to  "Most  people  spend  an 
try  to  apply  it  inside,"  says  Smith,  ith  Corp.,  the  Des  Moines  publisher,  hour  a  day"  to  "No  more  time  than  it 
"And  then  they're  surprised  when  concurs  on  the  pests:  "You  can  grow  takes  to  garden  outside."  if  the  clock 
stuff  dies  or  doesn't  produce  as  lots  of  things  in  a  greenhouse,  is  really  a  big  concern,  maybe  a 
much."  A  big-time  tomato  variety  including  red  spiders  and  white  flies,  greenhouse  isn't  for  you.  It  is  a  living 
that  does  well  in  the  garden  might  Those  are  the  things  that  take  exper-  thing,  after  all,  and  like  a  cat  or  a  dog, 
run  out  of  root  room  in  a  pot;  a  dis-  imentation  to  find  out  about."  or  even  a  kid,  it  will  recjuire  long- 
ease  like  powdery  mildew — no  prob-  Meredith  and  his  wife  Katie  have  a  term  attention,  iiut  bear  in  mind 
lem  outdoors — can  easily  get  out  of  lean-to  at  their  winter  getaway  in  what  Lewis  (Jlucksman,  busy  execu- 
hand  in  the  heat  and  humidity  Florida  and  a  sun  room  at  their  home  tive,  told  us:  "I  spend  a  lot  less  time 
indoors;  and  unless  you  want  bees  in  Wyoming.  "We  could  grow  hot  in  my  greenhouse  than  I  would  like." 
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HOW  DOES  YOUR 
I   GREENHOUSE  GROW? 

I  The  greenhouse  structures  avail- 
'jible  today  run  the  gamut  from  win- 
[dow-boxes  to — well,  use  your  imagi- 
jnation.  Manufacturers  market 
ido-it-yourself  kits,  supposedly  sim- 
ple enough  for  the  weekend 
handyperson:  from  gothic  arches  to 
gambrel  roofs,  A-frames  to  lean-tos, 
9'  by  12's  to  10'  by  22's,  et  cetera. 

Prefab  kits  run  $1,500  to  $15,000 

for  the  structure  itself.  And  if  you 

don't  want  to  be  one  of  the  crowd, 

■you  can  always  build  your  greenhouse 

^!yourself  (designs  are  available  from  a 

(variety  of  books),  or  hire  an  architect 

■  [to  design  and  build  one  for  you.  But 

keep  in  mind:  the  cost  of  a  kit  green- 

(  house  is  usually  mid-way  between 

Ithe  same  design  built  from  scratch 

and  the  same  built  professionally. 

But  the  structure  itself  is  only  half 
the  battle — or  less.  A  greenhouse  is 
basically  an  addition  to  your  home. 
Depending  on  the  structure's  size 
and  weight,  it'll  need  a  foundation  to 
stand  on,  and  more  than  likely  a  per- 
mit to  build  on.  It  will  need  to  be 
equipped  with  everything  from 
benches  and  tables,  to  shades  and 
locks,  to  pots  and  soil  galore.  And 
with  few  geographic  exceptions  it'll 
need  heat  in  the  winter,  cooling  in 
the  summer,  and  water  all  year 
round.  And — very  important— WW 
need  a  backup  system,  or  two,  or 
three;  if  the  heating  and  cooling  go 
down,  you  can  kiss  your  gasping 
plants  goodbye. 

Such  extras  can  add  up.  Dr. 
Harold  Gray  of  the  National  Green- 
house Manufacturers  Association 
estimates  that  the  finished  cost  of  a 
kit  greenhouse — with  all  the  neces- 
sary extras — will  run  about  two-and- 
a-half  times  the  cost  of  the  kit  itself. 


For  a  directory  of  greenhouse  manufac- 
turers {and  other  info),  send  $1 .50  to 
Hobby  Greenhouse  Association,  8  Glen 
Terrace,  Bedford,  MA  01730;  617-275- 
0377.  Shane  Smith's  Greenhouse  Gar- 
dener's Companion  is  available  from 
Fulcrum  Publishing,  350  Indiana 
Street,  Suite  350,  Golden,  CO  80401, 
800-992-2908;  $22.95,  postage  paid. ^ 


For  complete  store  listing  and  illustrated  catalog,  contact;  Alden  Shoe  Company,  Dept.  3F,  Middleborough,  MA  02346, 1-800-3254252. 
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GHOSTS,  ARISTOCRATS, 

AND  THE  OCCASIONAL  TRAMP. 

They've  all  stayed  at  Raffles.  Charlie  Chaplin,  John  'The  Duke'  Wayne  and 
numerous  Queens'  of  the  silver  screen.  Blue  blooded  nobility,  politicians, 
writers,  and,  according  to  one  guest,  a  rather  charming  ghost  with  a  penchant 
for  singing  nursery  rhymes.  These  are  just  some  of  the  characters  that 
add  to  the  legend  that  is  Raffles,  the  ideal  place  to  stay,  to  shop,  to  dine, 
or  to  simply  sip  on  a  sling.  1  t(i^||)j'  |  Raffles  Hotel.  1  Beach  Road, 
Singapore  0718.  Tel:  3371886.  Telex:  RS39028  RHSIN.  Fax:  339  7650. 

RAFFLXS  HOTEL  IS  MANAGED  BY  RAFFLES  INTER^MTIONAL  LIMITED.  SINGAPORE 


[ 


UNrtED  STATES.  TEL:  TOLL  FREE  (800)  525  4800  OR  FAX:  (817)  545  1184.  CANADA.  TEL:  TOLL  FREE  (1800)  525  4800. 


Our  Uitdercovered 

Reporter  Finds 

The  Sonoma  Mission 

Inn  Sc  Spa  Most 
Refreshingly  Adult. 


n 


By  Patrick  Cooke 
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It  is  the  recommendation  of  the 
staff  at  the  Sonoma  Mission  Inn  & 
Spa  that,  immediately  upon  arrival  at 
their  shaded  eight-acre  grounds  in 
northern  California,  you  partake  of 
the  "Stress  Reducer"  massage.  This 
is  wise  counsel.  After  all,  they  know 
only  too  well  what  a  demanding  hour- 
long  odyssey  guests  endure  driving 
from  the  San  Francisco  International 
Airport:  first,  the  fording  of  the  shim- 
mering San  Francisco  Bay  across  the 
Golden  Gate  Bridge,  and  then  the 
long  push  up  north  into  the  sage- 
scented  hills  and  misty  redwood 
stands  of  Marin  County.  Onward 
across  vast  stretches 
of  sun-baked  grazing 

aland  that  lie  beneath 
the  looming  Mayaca- 
mas  Mountains. 
Finally,  those  seem- 
ingly deserted  roads 
that  lead  toward  the 
Inn  itself  deep  in  Sonoma's  Valley  Of 
The  Moon.  Yes,  the  "Stress  Reducer" 
is  the  perfect  way  to  unwind  from 
such  a  trying  journey. 

Kicking  back  is,  as  most  Californi- 
ans  are  aware,  pretty  much  the  busi- 
ness of  the  wine  country's  Sonoma 
Valley.  Centuries  ago  indigenous 
Indians  came  here  to  take  the  sacred 
healing  waters  of  the  underground 
Boyes  Hot  Springs.  The  Franciscans 
made  Sonoma  the  site  of  their  outer- 
most mission  on  Fl  Camino  Real,  the 
"King's  Highway,"  that  stretched 
from  Mexico  north  along  the  Califor- 
nia coast.  Jack  London,  needing  to 
mellow  out  after  a  two-year  sailing 
voyage  around  the  South  Pacific,  set- 
tled in  the  valley  and  built  what  he 
called  his  "Beauty  Ranch,"  a  name 
that  suggests  he  knew  the  resort 
industry  wouldn't  be  far  behind. 

Today,  no  one  is  upholding  the 
wine  country's  reputation  for  provid- 
ing the  best  in  relaxation  better  than 
the  Sonoma  Mission  Inn  &  Spa. 
Located  about  two  miles  north  of  the 
village  of  Sonoma — where,  in  1846, 
laid-back  Cieneral  M.(j.  Vallejo 
sportingly  surrendered  Mexico's 
hold  on  (California  without  firing  a 
shot — the  Inn  is  an  oasis  extrava- 
gantly draped  in  salmon  pink  and 
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terra  cotta.  Ancient  plane  trees  and 
fragrant  eucalyptus  shade  the  70- 
year-old  Mission-style  Inn's  main 
building  where,  from  the  moment  of 
arrival  in  the  grand  hall,  400  employ- 
ees begin  beavering  away  at  making 
guests  feel,  to  use  a  frequent  spa 
hyperbole,  pampered. 

During  the  19th  century,  San 
Francisco's  Nob  Hill  set  commonly 
reached  such  valley  hideaways  by 
stagecoach.  It  seemed  on  a  recent 
visit,  however,  that  the  only  ones  not 
arriving  at  the  Sonoma  Mission  Inn 
by  Jaguar  XJ12  were  my  travel  mate, 
Lonesome  Dove,  and  I. 

Like  most  of  the  170  guest  rooms 
at  the  Inn,  ours  was  comfortably,  if  a 
little  unimaginatively,  decorated  in 
the  Plantation  style  with  louvered 
shutters  and  a  ceiling  fan.  Some  of 
the  rooms  have  terraces — ours  did 
not — although  we  did  have  a  fire- 
place that  proved  a  nice  touch  for  the 
cool  Valley  nights.  Also  pleasing  was 
the  big  marble  bathroom  with  plenty 
of  billowy  towels,  and  the  many  win- 
dows from  which  to  take  in  views  of 
the  nearby  Sonoma  Mountains. 

Perhaps  the  one  item  in  the  room 
that  said  the  most  about  the  philoso- 
phy of  Sonoma  Mission  Inn,  howev- 
er, was  the  gift  basket  filled  with 
mini-treats  such  as  Famous  Amos 
Cookies.  M&M's  at  a  health  spa.? 
Why  not.''  It  is  one  of  the  Inn's  chief 
selling  points  that  its  guests  are  treat- 
ed like  adults — "adult"  spa  is  indeed 
emphasized  in  its  literature.  Sonoma 
Mission  Inn  is  neither  a  fat  farm  nor 
the  kind  of  boot  camp  peddling  spir- 
itual enlightenment  that  is  becoming 
increasingly  common  these  days, 
particularly  in  the  West.  If  you  need 
to  be  told  what  to  do,  this  is  not  the 
spa  for  you. 

Most  people,  of  course,  make  use 
of  the  spa's  well-chosen  ccpiipmcnt 
and  spotless  facilities.  There  is  a 
large  aerobics  studio,  sauna  and 
steam  rooms,  indoor  and  outdoor 
whirlpools,  an  outdoor  exercise  pool 
(kept  at  a  toasty,  year-'round  temper- 
ature of  85  degrees),  and  two  exer- 
cise gyms  with  the  latest  in  both 
weight  and  cardio\  ascular  c(|uip 
ment.  The  4()-some-()dd  spa  treat- 


- 


ments,  however,  are  mainly  what 
guests  come  to  Sonoma  for — the  sea- 
weed body  wraps,  hydrotherapy  and 
mud  wraps,  for  example. 

Us,  too.  The  Lonesome  Dove 
vanished  down  the  spa's  gently  lit 
hallways  toward  a  45-minute  facial, 
and  presently  a  fellow  named  Tom 
fetched  me  for  the  life-restoring 
"Stress  Reducer,"  or  what  the  spa 
calls  aromatherapy.  After  offering  a 
choice  of  three  different  scents — 
such  as  "a  calming  blend  of  lavender, 
bay  laurel  and  sage" — Tom  cranked 
up  the  New  Age  music  a  little  and 
began  working  the  elixirs  into  calves, 
feet,  shoulders  and  especially,  lower 
back.  All  of  this  seemingly  ritualistic 
blending  and  sniffing  and  selecting 
of  potions  may  strike  some  as  a  little 
hokey.  I  know  it  did  me.  Then  again, 
most  of  what  I  can  hazily  recall  now 
about  the  massage  session  revolves 
around  a  discussion  Tom  and  I  were 
having  concerning,  I  believe,  the 
importance  of  rock  and  roll  during 
the  Reformation.  That's  how  far 
gone  I  was. 

Until  dinner.  It  is  a  short  walk 
from  the  spa,  past  the  conference 
center,  to  the  Inn's  main  dining 
room,  an  airy  space  called  the 
"Grille."  And  it  is  there  that  the  tra- 
dition oi  laissez-faire  continues  with 
regard  to  guest  behavior.  There  are 
two  menus,  a  main  menu  and  a  spa 
menu,  the  latter  offering  selections 
lower  in  calories,  sodium  and  choles- 
terol. Quite  simply,  you  can't  go 
wrong  with  either  one. 

I  don't  think  there  is  a  bad  choice 
to  be  made  on  the  main  menu,  but 
I'll  make  one  special  recommenda- 
tion: tuck  into  a  plate  of  the  Sonoma 
County  rack  of  lamb  with  potato 
gratin  and;  grilled  vegetables. 
Nowhere  in  Europe  is  lamb  pre- 
pared better.  (There  are  more  than 
200  moderate-to-expensive  wines 
from  Napa  and  Sonoma  alone  to 
choose  from,  but  the  management  is 
not  so  parochial,  or  proud,  that  they 
won't  gladly 'serve  you  from  their 
selection  of  wines  from  a  variety  of 
other  countries). 

The  "Stress  Reducer,"  the  lamb, 
the  wine.  I  assure  you  that  the  day's 
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FROM  JACK  DANIELS  DISTILLERY 
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last  stop  will  be  the  fireplace,  the 
king-size  bed,  and  the  stars  swim- 
ming above  the  Valley  Of  The 
Moon. 

It  was  under  what  Joan  Didion  has 
called  California's  "hard  white  edges 
and  empty  golden  light,"  that  I 
glimpsed  my  Lonesome  Dove,  show- 
ered and  leaning  by  the 
window  in  a  thirsty  robe. 
She  had  been  among  the 
gaggle  of  guests  that  had 
returned  from  a  two-and- 
a-half  mile  sunrise  trek 
in  the  nearby  Sonoma 
Valley  Reserve,  accom- 
panied by  both  a  physical 
instructor  and  nature 
guide  from  the  Inn. 
Now,  with  that  slightly 
superior  tone  early  risers 
reserve  for  layabouts,  she 
reminded  me  that  my 
tennis  lesson  was  sched- 
uled to  begin  in.. .FOUR 
MINUTES! 

Ha!  If  there  is  any- 
thing more  satisfying 
than  the  thonk!  of  a  ten- 
nis ball  on  a  warm, 
cloudless  West  Coast 
morning,  I  don't  know 
what  it  is.  Steve  Fisher, 
the  Inn's  instructor  and 
a  man  who  spent  some 
years  knocking  around 
the  pro  circuit,  only 
enhanced  the  experi- 
ence by  doing  what  no 
other  teacher  heretofore 
could  accomplish:  keep- 
ing my  backhand  out  of 
the  bleachers. 

All  classes,  every- 
thing from  t'ai  chi 
ch'uan  to  aqua-aerobics, 
seem  well-attended  at 
the  spa,  and  every  level  of  proficien- 
cy is  catered  to.  Less  than  a  mile 
from  the  Inn  is  the  Sonoma  Golf 
Club.  Back  when  it  was  first  built  in 
1926,  the  18-hole  course  was  part  of 
the  Sonoma  Mission  Inn's  holdings, 
and  although  the  Inn  still  shuttles 
duffers  from  lobby  to  clubhouse,  the 
course  is  today  independently  run. 
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An  $8.5  million  renovation  was  com- 
pleted in  1991,  returning  it  to  the 
grandeur  that  Bobby  Jones  and  Gene 
Sarazen  knew  in  the  1920s. 

The  Inn's  concierge  will  set  up 
tee  times  at  the  Sonoma  Golf  Club 
and,  because  one  never  gets  that 
casino-like  feeling  of  incarceration  at 
Sonoma  Mission  Inn,  will  encourage 


The  only  thing  wrong,  reports  our  gratified  correspondent,  is 
that  "the  entrance  is  damned  hard  to  spot  from  the  road." 


you  to  explore  other  activities  off 
campus  as  well.  There  are,  for  exam- 
ple, 25  wineries  within  easy  sipping 
distance  of  the  Inn,  and  Napa  is  the 
next  valley  over.  There  is  balloon- 
ing, horseback  riding,  theater,  boat- 
ing, et  cetera. 

If  there  are  any  complaints  about 
Sonoma  Mission  Inn,  they  arc  few. 
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Some  have  groused  that  there  is  no 
indoor  walkway  from  the  Inn  to  the 
spa,  a  pain  mainly  when  it  rains, 
which  is  seldom.  More  of  a  hassle  is 
that  the  entrance  to  the  Inn  is 
damned  hard  to  spot  from  the  road.  It 
should  be  better  marked.  The  spa 
has  also  begun  offering  guests  con- 
sultations in  dream  analysis  and  tarot 
card  reading  which  I 
think  threatens  to  jeop- 
ardize their  reputation 
for  sanity. 

But  these  are  measly 
grievances.  The  Inn 
does  not  expect  to 
please  everyone,  the 
spa  director  told  me, 
but  it  looks  as  if  they 
come  quite  close 
indeed.  At  least  that's 
the  way  it  seemed  on 
our  last  afternoon  as  L. 
Dove  padded  off  to  her 
Mud  Body  Wrap. 

Meanwhile,  a  mass- 
euse named  Ken  started 
me  on  the  only  antidote 
to  the  rigors  of  a  couple 
of  days  of  spa  life,  the 
"Revitalizer":  start  with 
a  shower  and  a  sauna, 
then  some  scrubbing 
with  a  formula  of  con- 
densed milk  and  herbs, 
a  massage  using  a  vari- 
ety of  oils,  then  a  wrap 
in  hot  Irish  linens... 

Ken  told  me  he'd 
done  this  treatment  for 
Debra  Winger  not  long 
ago.  And  Robin  Williams 
had  his  birthday  party  at 
the  Inn  a  couple  of  years 
back.  It  was  a  screarn. 
Ken  said.  The  spa  was 
full  of  comedians,  Jerry 
Seinfeld,  Billy  Crys- 
tal...At  least  that's  what  I  think  he  said. 
I  wasn't  listening  very  closely.© 
RaUs  run  by  the  season:  November  to 
Marcfh  $1004285  per  room;  April  to 
October,  S/50-S^l^O.  Call  800 -J 58- 
9022;  800-862-4945  (in  California). 

P  A  r  K I  ( :  K  (]()()  K 1-.  is  a  free-lance  writ- 
er living  in  New  York. 
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Believe  It  Or  Not, There  Are 
Business  People  Experiencin: 
The  Same  Kind  Of  Peace. 


Tnese  Jays  you  nave  enougn  to  worry  aLout  witnout  adding  ortice  mmiture  to  tne  list.  But  witn  just 
)ne  quick  pnone  call,  our  trained  consultants  can  give  your  business  tne  look  ot  success  it  deserves. 


COKT 

FURNITURE  RENTAL 


Yju  Handle  Tne  Business.  We'U  Handle  Tne  FurnitureT 

Call  today  for  the  Cort  Showroom  near  you;  1-800-Q02-CORT.  Over  75  home  ana  office  showrooms  from  coast  to  coast. 


It  was  that  ardent  self-improver 
George  Bernard  Shaw  who  first  rein- 
terpreted the  classical  mind-body  rela- 
tionship. "'Mens  Sana  in  corpore  sano  is  a 
foolish  saying,"  he  declared  in  1903, 
adding:  "The  sound  body  is  a  product 
of  the  sound  mind."  Anyone  wanting 
proof  of  Shaw's  inverted  maxim  only 
had  to  wait.  And  wait.  Having  pub- 
lished it  at  47,  he  died  at  94. 

Though  an  accomplished  sur- 
vivor, Shaw  was  also  a  loner  and  an 
ascetic,  denying  himself  meat,  alco- 
hol and  goodness  knows  what  other 
earthy  pleasures.  A  pity,  too,  because 
recent  indications  are  that  wise 
indulgence  confers  real  benefits,  and 
may  even  buy  a  few  years.  If  he'd 
lived  it  up  a  little,  he  might  have 
lived  a  little  longer. 

Lest  you  deprive  yourself  need- 
lessly, here  are  several  items  that 


than  downing  buckets  and  somewhat 
more  so  than  taking  none  at  all. 

When  they  zeroed  in  on  alcohol 
and  the  heart,  the  results  were  even 
more  striking.  Compared  with 
abstainers,  moderate  drinkers  were 
30%  less  likely  to  die  in  that  period. 
And  though  fatal  heart  attacks  were 
somewhat  less  common  among  wine 
drinkers  than  among  beer  or  liquor 
drinkers,  Kaiser  researcher  Dr. 
Arthur  L.  Klatsky  says  that  may  be 
because  wine  drinkers  take  better 
care  of  themselves  to  begin  with. 
"All  the  evidence  is  that  the  protec- 
tive effect  of  moderate  drinking  on 
cardiovascular  disease  has  to  do  with 
the  ethyl  alcohol  itself,"  Klatsky 
says.  Is  red  wine,  all  the  French  bal- 
lyhoo aside,  better  for  the  heart  than 
whiskey.''  "I  don't  think  so." 
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Second  Opinion 


Are  Martinis  (In 
Moderation)  As 

Good  For  You  As 
Red  Wine?  To 

Cheiv  Or  Esclieiv 
Oysters,  THat  Is 
The  Question... 


By  Terknce  Monmaney 


feed  the  mind  and  thus  strengthen 
the  body  (as  Shaw  would  have  it), 
but  including  a  couple  with  a  dis- 
tinctly un-Shavian  twist. 

Cheers:  Yes,  moderate  drinkers 
tend  to  outlive  slushes  and  teeto- 
talers, but  contrary  to  widespread 
belief,  it  doesn't  seem  to  matter  if 
one  sips  wine,  beer  or  hard  stuff.  Or 
so  it  appears  from  one  of  the  largest 
alcohol  and  mortality  studies  ever 
done,  based  on  128,934  men  and 
women  attending  the  Northern  Cali- 
fornia Kaiser  Permanente  Medical 
Center,  a  health  maintenance  organi- 
zation, from  1978  to  1988. 

Over  those  years,  moderate 
drinkers  (no  more  than  two  drinks  a 
day)  were  10%  less  likely  to  die  of  all 
causes  than  life-long  abstainers  and 
about  50%  less  likely  than  heavy 
drinkers  (six  drinks  or  more  a  day). 
Generally,  the  researchers  say  that  for 
most  healthy  people,  responsibly 
drinking  a  small  amount  of  alcohol — 
regardless  of  type — is  much  wiser 


Cheers 
Again:  When 
you're  poised 
over  a  platter  of 
oysters  on  the 
half  shell,  noth- 
ing spoils  the  fun 
quite  like  the 
suggestion  that  they  carry  a  gut-bust- 
ing germ.  Raw  shellfish  taken  from 
dubious  waters  may  be  tainted  with, 
among  other  truly  sickening  things, 
hepatitis  A  virus  or  salmonella  bacte- 
ria. But  washing  down  the  mollusks. 
with  wine  or  hooch  may  offer  some 
protection  against  infection,  accord- 
ing to  a  study  led  by  a  (Centers  for 
Disease  Control  researcher. 

After  analyzing  an  outbreak  of 
hepatitis  A  among  raw  oyster  eaters 
in  Florida,  the  public  health  special- 
ists noted  that  some  people  who  ate 
a  dozen  bad  bivalves  nonetheless  did 
not  get  sick;  indeed,  symptoms  of 
infection  were  significantly  less  com- 
mon among  those  who  accompanied 
the  meal  with  a  stiff  drink  or  a  glass 
of  wine  than  among  abstainers.  One 
drink  seemed  to  do  the  trick;  people 
who  downed  two  or  three  were  n( 
more  likely  to  stay  well.  Oddly,  beer 
drinkers  were  no  better  off  than 
abstainers. 

Granted,  the  observation  th;ii 
alcohol  appears  to  cut  one's  risk  ol 
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hideous  illness  does  not  exactly 
make  it  a  magic  bullet  against 
microbes  in  raw  shellfish.  That  no 
one  can  explain  the  finding  is  also 
cause  for  caution.  The  C.D.C.'s  Dr. 
Miriam  Alter,  who  did  not  conduct 
the  study  but  is  familiar  with  the 
results,  says:  "We  don't  have  a  bio- 
logically plausible  explanation  for 
that  finding."  Still,  the  apparent 
edge  offered  by  a  bit  of  booze  should 
lightly  reassure  oyster  lovers  who've 
been  debating  whether  to  chew  or 
eschew. 

Run  For  Your 
Life?  The  possibil- 
ity that  physical 
exercise  may 
have  a  role  in 
preventing 
cancer  has 
always 
struck  me, 
frankly,  as  too 
good  to  be  true. 
It  hasn't  helped 
that  the  idea's 
loudest  propo 
nents  were 
super  sunny 
guys  with 
permed  hair 
and  shiny 
tights  who 
got  miffed  if 
you  cheated  on 
your  tummy  tucks. 
But  the  truth  looks  pretty  good  after 
all.  A  comprehensive,  hard-nosed 
survey  of  all  exercise-and-cancer 
studies  suggests  that  physical  activi- 
ty clearly  reduces  the  risk  of  colon 
cancer,  even  if  the  subjects  didn't 
routinely  break  a  sweat. 

Barbara  ^' Sternfeld,  another 
researcher  with  Kaiser  Permanente 
in  California  (a  coincidence),  pored 
over  scores  of  studies  on  physical 
activity  and  cancer.  She  found  con- 
flicting or  unconvincing  evidence  on 
exercise  and  cancers  of  the  prostate, 
bladder,  stomach,  breast  and  so  on. 
But  a  remarkable  15  out  of  18  colon 
cancer  studies  suggested  that,  on  the 
whole,  people  who  engaged  in  a 
range  of  activities  (from  loading 


cargo  on  the  job  to  regular  gardening 
at  home  to  running  a  few  times  a 
week)  had  lower  rates  of  that  dread 
affliction  than  sedentary  people  did. 
Exactly  quantifying  the  activity  ben- 
efit is  next  to  impossible,  but  she 
estimates  that  getting  moving  may 
cut  one's  colon  cancer  risk  by  as 
much  as  half. 

Lean  And  Mean?  Consider 
the  complaint  that  some  health  rec- 
ommendations can  backfire.  After  all, 
how  many  times  can  you  be  told  that 
eating  one  cereal  as  opposed 
to  another  is  "the  right 
thing  to  do,"  before 
you  have  a  stroke 
because  you 
WANT  TO  JUST 
THROTTLE  THE 
KNOW-IT- 
ALL!  What  is 
the  effect  of 
constantly 
being  treated 
AS  THOUGH 
YOU  WERE  A 
CHILD  on,  say,  your 
hostility  level.'' 
As  it  happens,  aspects  of 
these  knotty  questions  were 
calmly  looked  into,  following 
a  well-publicized  study 
claiming  that  people  who  suc- 
ceeded in  lowering  their 
cholesterol  levels  appeared  to 
have  experienced  more  depression 
and  hostility — some,  it  was  said,  to 
the  point  of  suicide.  However,  a 
skeptical  Dr.  Gerdi  Weidner  at  the 
State  University  of  New  York  at 
Stony  Brook  performed  standard  psy- 
chological tests  on  men  and  women 
in  a  cholesterol-lowering  program. 
And  what  she  and  her  co-workers 
found  was  that  as  the  subjects 
improved  their  diet  and  lowered 
their  plasma  cholesterol,  their  emo- 
tional health  also  improved — less 
depression,  less  hostility.  Evidently, 
news  of  their  progress  overrode  any 
nagging  resentments  and  actually 
boosted  the  subjects'  esteem.iS 

1  FRENCE  MoNMANEY  is  a  consulting 
editor  at  American  Health. 


Why  An  Ascot  Chang 
Shirt  Is  One  Of  The 
Best  In  The  World... 


Fabrics: 

2,500  selections,  From  2x2  lOO's 
Egyptian  to  2x2  200's  Swiss  poplin. 

Stitching: 

Special  needles  create  an  almost 
invisible  22  stitches  per  inch. 
Other  makers  are  satisfied  with  16. 

Seams: 

All  single  needle  French  seams  for 
a  neater  classic  look. 

Buttons 

Only  mother  of  pearl.  Hand  picked 
and  matched.  Wok  shaped  bottoms 
for  easy  access. 

Collar  Styles: 

Unlimited.  Every  collar  is  designed 
and  built  to  the  client  specific  need. 

Cuff  Options: 

15,  to  begin  with. 

Measurements: 

Just  the  collar  alone  takes  7. 
There  are  31  in  all. 

Body  Reading: 

The  most  critical  aspect  of  custom 
shirt  making.  An  art. 

Trained  Fitters: 

On  premise-minimum  20  years 
experience  in  every  store. 

Referrals: 

10%  of  our  new  business  comes 
from  laundry  recommendations. 

Guarantee: 

The  same  for  50  years.  Satisfaction. 

Pricing: 

$80.  to  $400. 

Perhaps  The  Best? 

ASCoj  CMHQ 

A  Gentleman's  Shirtmaker 

7  WEST  57TH  STREET 

NEW  YORK,  NEW  YORK,  10019  212-759-3333 

9551-9553  WILSHIRE  BLVD. 

BEVERLY  HILLS,  CA.  90211  310-550-1339 
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Recycling  isn  't just  for  < 
newspapers — necklaces 
by  Karabeth  are  strung 
with  exotic  glass  and 
metal  beads,  many  taken 
from  antique  jewelry .  At 
Felissimo,  New  York, 
212-247-5656. 


Heavy  Metal:  sculpted  1 8k 
gold  and  a  cat's-eye  quartz 
cabochon  are  combined  in  this 
sea  urchin  brooch  and  pen- 
dant. By  MiMa,  Fine  Jewelry. 
$2,300.  To  order  at  212- 
988-1173  or  619-634-1005. 


The  Last  Straw:  wide- 
brimmed  straw  hat  trimmed 
with  grosgrain  ribbon,  by 
Lola  at  Metropolitain 
Design  Group.  $435.  At 
Eergdorf  Goodman,  New 
York,  212-872-8709. 


It's  easy  being  green 
at  Terra  Verde,  where 
100%  natural  is  the  rule. 
Stolen  Flowers  bath  oil, 
$22;  Pre  de  Provence  rich- 
lathering  vegetable  soap, 
$3.50;  and  Widu  wood 
comb,  $13.  In  New  York, 
212-925-4533,  and  Santa 
Monica,  310-394-1115. 
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The  Naturals 

The  '90s  may  be  a  kinder,  gentler 

decade;  they're  also  decidedly 

greener.  More  and  more,  consumers 

^     look  for  items  that  reflect  an 

awaremp^of  natural  elements. 

The  change  may  be  as  simple  as  a 

palette  inspired  by  shades  of 

sand  and  straw;  or  as  rigorous  as 

companies  dedicated  to  products 

without  dyes,  bleaches  or 
animal  products.  In  any  case,  it 
means  great  gifts.  Naturally,® 


Beyond  the  pale:  shades  of  sand 
and  stone  on  a  strappy  slingback 
in  butter-soft  nappa  leather,  by  Diego 
Delia  Valle.  $260.  At  Diego  Delia 
Valle,  New  York,  212-420-8419. 


B  V    Mark    G  r  i  s  c  h  k  e 


Van  Kampen  Merritf 


WHAT'S  THE  KEY  TO  ACHIEVING 
HIGH,  TAX-FREE  INCOME? 


VBnKm, 
Menin 
Municipal 


pen 


DIRECTION. 


Ifyour  goal  is  saving 
on  taxes,  consider  the 
Van  Kampen  Merritt 
Municipal  Income  Fund.  With  a  varied  portfolio  of 
municipal  securities,  the  Fund  seeks  to  provide  high 
current  income  and  preservation  of  capital. 

You  receive  regular,  monthly  income  exempt 
from  federal  income  tax.  And,  the  Fund  is  convenient 
— with  a  low  minimum  investment  and  easy  access. 


Ask  your  investment  representative  for  an  investor's 
brochure  and  a  prospectus  containing  more 
information,  including  charges  and  expenses;  please 
read  them  carefully  before  you  invest  or  send  money. 
Or,  call  direct:  7  days  a  week ...  24  hours  a  day. 

l-800-DIALVKMext.i202. 


Van  Kampen  MerriW 

Investing  With  A  Sense  of  Direction® 


A  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  that  will  subject  certain  individuals  and 
corporations  to  the  alternative  minimum  tax  (AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


Enioy  the  richness  of  Red 
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Richer  in  taste 
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isionnaire 


mnovateur, 


a  travers  le  globe 


pierre  cardin 


communique  ses  idees 


...une  distinction 


Pelegance. 
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The  mystique  of  France.  The  energy  of  America. 
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Shoes  are  constructed  around  our  exclusive,  foot-shaped  "iasts,'  so  they  fit     \'  1^,^ 
romfortably  the  first  time.  Only  the  finest  «:;rade  leathers  and  natural     /vllLvl  I 

materials  are  lised.  There  is  no  higher  return  on  your  investment.       H/itTirVM/" 
For  more  information  or  for  a  brochure,  call  1-800-235-2348.     -1-i^.ii.Hv/ilv. 


The 


Dead? 


Or  has  he  just  stepped  out  for  lunch? 


Last  year,  on  the  occasion  of  the  80th  anniversary  of  the  sinking  of  the  Titanic,  a 
newspaper  conducted  a  survey  to  see  if  chivalry  had  changed  over  the  decades.  The 
result  contained  ominous  findings,  especially  if  you  are  a  lady  contemplating  an  ocean 
cruise  in  chilly  waters:  only  about  one  in  three  men  today  would  give  up  their  place  in  a 
.   lifeboat  to  a  woman  they  didn't  know. 

A  Mr.  Mike  Sigworth,  one  of  the  200  people  interviewed  for  the  Titanic  Test  survey, 
told  the  Associated  Press,  "There  aren't  gentlemanly  ways  today.  Everybody  would  just 
be  trying  to  get  the  hell  off  the  boat."  Say  it  ain't  so,  Mike.  And  yet  the  findings  bear 
him  out.  Indeed,  the  findings  get  more  and  more  depressing  as  you  read  down  the  list  to 
find  that  only  74%  of  men — and  85%  of  women — would  yield  their  seat  to  their  own  child! 

Chivalry  and  gentlemanliness  may  be  two  different  creatures,  but  they  are  brothers, 
and  you  cannot  have  one  without  the  other.  Therefore,  to  focus  our  thinking  on  how  we 
have  managed  to  arrive  at  this  deplorable  state  of  affairs,  we  offer  a  few  pages  on  the 
general  subject  of  Gentlemen,  hoping,  along  the  way,  to  define  what  it  is  to  be  one  in 
the  Nineties.  There  was  a  great  to-do  recently  about  something  called  "The  Men's 
Movement,"  which,  as  near  as  we  can  tell,  involved  much  beating  of  tom-toms  and 
butting  of  heads,  while  rolling  about  in  the  dirt  outdoors.  Perhaps  what  this  country 
really  needs  is — a  "Gentlemen's  Movement".^ 

Postscri'pt:  the  Titanic  Test  yielded  this  bit  of  good  news:  at  least  half  the  men  would 
give  up  their  seat  to  Mother  Teresa.  And  even  better  news:  a  mere  8%  would  trade 
places  with  Madonna. 
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e^HA  Gentleman 


How  The  World  Of  The  Gent  Has  Changed  Over  The  Years, 

And  How  It  Hasn  V, 

And  Whether  It  Makes  Any  Difference. 

^(See  below.) 


By   C  h  r  I 


HER     BrCKLEY    AND     GeOFFREY     NoRMAN 

OLD  NEW 

"Pray;  madam,  take  my  seat"  "Outta  my  seat,  lady!" 


Mix  a  martini 

Boxing 

The  Great  Gatsby 

Purdey 


Mix  a  martini 
NordicTrack 
Liars  Poker 
Glock  9mm 


I 


^' 

Car; 

Aston  Martin 

L^ 

Smoke: 

Monte  Cristo  #2 

4 

Meat: 

Porterhouse 

Swede: 

Ingrid  Bergman 

^ 

Tough  guy: 

Bogie 

Lingerie: 

Bandleader: 
Outfitter: 
Hangout: 
Health  Club: 
Racquet  sport: 
Fishing  Hole: 
Boat: 
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Frederick's  of 
Hollywood 

Benny  Goodman 

Abercrombie  &  Fitch 

"21" 

Raccjiiet  C^liib 

Squash 

Cuba 

Pilar 

rvi 


Dodge  Viper 
Habitrol  patch 
Mahi  Mahi  (rare) 
Isabella  Rosselini 
De  Niro 
Victoria's  Secret 


Harry  Connick  Jr. 

Orvis 

Mortimer's 

Cardio-l^  itncss  (Center 

Squash 

Key  West 

Endeavour 


i 


(Versus  The 


Pocket  Objects: 


Medication: 

Malady: 

Charity: 

Shades: 

Favorite 

Eccentric 

Billionaire: 

Greasy  Matinee 
Idol: 

Short  Bad  Guy: 

Tall  Bad  Guy: 

Icon: 

Auteur: 

Washington 
insider: 

Tough-guy 
lawyer: 


^^ 
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OLD 

Flask 

Zippo  lighter 
Lucky  Strikes 
Penknife 
Condom 

Nitroglycerin 

Ulcers 

Boy's  Town 

Ray-Ban  Aviators 


Howard  Hughes 

Victor  Mature 
Peter  Lorre 
Jack  Palance 
Fred  Astaire 
Preston  Sturges 

Clark  Clifford 


Ed  Williams 


NEW 

Equal  sugar  substitute 
Stim-u-dent  toothpicks 
Nicaret  gum 
Penknife 
Two  condoms 


Prozac 

Coronary  blockage 

Nature  Conservancy 

Persols 

H,  Ross  Perot 

Sylvester  Stallone 
Danny  DeVito 
Charlie  Keating 
Fred  Astaire 
John  Cleese 

Vernon  Jordan 

Brendan  Sullivan 


»O0«,p 


Horny  Supreme 
Court  Justice: 

Dapper  Don: 

Dashing  aviator: 

Legendary  Joe: 


William  O.  Douglas 
Frank  Costello 
Lindbergh 
DiMaggio 

FYI 


Clarence  Thomas 
John  Gotti  (Retired) 
Yeager 
Montana 


Urn 


The    c^/F^  ^  Gentleman 


Periodical: 

Cheesecake: 

First  Mistress: 

Legendary  Rocky: 

Talk  Show  Host: 

Night  Out  With 
The  Boys: 

Loser  Guru: 

Office  Romance: 

Blue  Movie: 


Paranoid  of 
Record: 

Best  and 
Brightest: 

Grooming  Ritual: 

Baldies: 


Scold: 

Anthropologist: 
Navy  Romance: 
First  Wife: 
Second  Wife: 


Insufferable 
Media  Mogul: 

Expatriate 
Utopia: 

Foreign 
Correspondent: 


OLD 

Esquire 

Vargas  Girl 

Marilyn  Monroe 
Marciano 
Johnny  Carson 

Poker 

Charles  Atlas 
Secretary 
Wet  Coeds 


Joe  McCarthy 

Jack 

Barbershop  shave 
Ike,  Yul,  Mr.  Glean 

Eleanor  Roosevelt 
Margaret  Mead 
The  Bridges  of  Toko-Ri 
Jane  Wyman 
Nancy  Reagan 


Bill  Paley 


Paris 


NEW 

The  Sharper  Image 
Catalogue 

Sports  Illustrated 
swimsuit  issue 

Gennifer  Flowers 

Balboa 

David  Letterman 

Pool 

Robert  Bly 

Supervisor 

HBO's  Sports 
Illustrated 
Swimsuit  Special 

Oliver  Stone 

Teddy 

Tanning  salon 

Bruce  Willis,  Mike 
Milken,  Rudy  Giuliani, 
Sam  Donaldson 

Gloria  Steinem 

Camille  Paglia 

Tailhook  Association 

Frances  Lear 

Jane  F'onda 


Ted  Turner 


Provence 
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Edward  R.  Murrow  PJ.  O'Rourke       ^^^^^  ,,,^^^ 
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(Versus    The 


) 
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OLD 

House  Liberal: 

Adlai  Stevenson 

Kennedy  Flack: 

Arthur  Schlesinger 

Prejudice: 
Golf  Legend: 

Jews 

Hogan                .^^B 

Military  Mascot: 

John  Wayne^lJ^^^* 

IHIki 

Best  Friend: 

Alsatian       ^^T|k 

Psychotic 
Episode: 

Remedy: 

Suicide  of 
Preference: 

Marriage  Ritual: 

Rite  of  Passage: 

Sell-out  locale: 

Tragic  Wound: 

Slick  Willie: 

Eco-disaster: 

Stormin'  Norman: 

Safe  Preacher: 

Dry  Fly: 

Designer  Water: 

Hangover 
Remedy: 

Writing  With 
Wolves: 

Deb: 

Casualty: 
Sunday  Pastime: 
Career  Path: 

Religion: 


Nervous  breakdown 
Silver  Hill 

Jumping  off  building 

Picking  a  pattern 

Expulsion  from  prep 
school 

Madison  Avenue 

Jake  Barnes 

Willie  Stark 

Spilling  drink 

Mailer 

Billy  Graham 

Royal  Coachman 

Alka-Seltzer 

Hair  of  dog 

Thomas  Wolfe 

Charlotte  Ford 

Bum 

Football  and  beer 

Yale  ->  CIA  -»  Brown 
Brothers 

Golf 

rvi 


NEW 

George  Bush 
Roy  Black 
Japs 

Nicklaus 
Tom  Clancy 

Yellow  Lab 


Mid-Life  Crisis 
Rancho  La  Puerta 

Dr.  Kevorkian 

AIDS  test 

Acquittal  on  rape 
charge 

Capitol  Hill 

Bob  Kerrey 

Bill  Clinton 

Exxon  Valdez 

Schwarzkopf 

Robert  Fulghum 

Goofus  Bug 

Saratoga 

12-Step  Program 


Tom  Wolfe 

Sydney  Biddle  Barrows 

Homeless 

Football  and  Lite  beer 

Harvard  Biz  -> 
Drexel  Burnham  -> 
Allenwood 

Golf® 
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Gentlemen, 


« 


Charles  Stuart  T>\jbo\^  goes  afield 

to  record  the  plumages,  habitats,  utterances  and  migratory 

patterns  of  those  rare  birds  called  ''gentlemen. " 
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The    Newport    Gent 


De  TiguevtT  straw 
boater 


Yacht  club  tiOs 


Brooks  v^ 
Bros.      ^^' 
blazer         ^ 


,— Pipe  (unlit) 


\         Yankee  phys- 
\        io^omy  (result 
of  inbreedings) 


Essential  Quality:  A  profound 
lack  of  interest  in  anything  that  hap- 
pened after  1960. 
Source  of  wealth:  Inherited 
(opium  and  slave  trade). 
Clubs:  Watch  Hill  Yacht;  N.Y. 
Yacht;  Bath  &  Tennis  (Palm  Beach); 
Newport  Reading  Room; 
Knickerbocker. 
Opinion  of  Claus  von 
Bulow: "Nasty  little  man." 
-HJreatest  aooomplishment: 
Winning  yachting  cup  from  "Pug" 
Bigelow  in  1968. 
Occupation:  Sportsman. 
Prep  school:  Groton. 
Pet  peeves:  Nouveau  riche; 
motor  boats. 

Favorite  tipple:  G  &  T. 
Favorite  expression:  "One  can 
tell  he's  not  a  Yale  man." 


Iw 

An 
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The    Southern    Gent 


Old  jacket 

(preferably 

grandfather's) 


Riding  girop  <!-, 


iding  boots 
fromHte^ivil 
War  (great-great- 
grandfather's) 


Essential  quality:  Ancestor 
worship. 

Opinion  of  Faulkner:  Traitor 
to  his  class. 

Patron  saints:  Washington, 
Lee,  and  George  Marshall. 
Marriage  status:  Widower  who 
lives  with  old  maid  sister  and  six 
beautiful  daughters. 
Souroe  of  wealth:  None — lost 
everything  in  the  southern  libera- 
tion. 

Pet  peeves:  Estate  tax,  Yankees. 
Education:  "The  University"  (of 
Virginia). 

Favorite  Expression: 
"Thank  you,  ma'am,  I  do  believe  I 
will  have  another." 


The    Western    Gent 


Windburned,^ 
leathery  skin 


Broad 
shoulders 


Essential  Quality:  Always  wins 
fist  fights  (but  never  throws  first 
punch). 

Marital  Status:  Wife  ran 
away  with  sissy  poetry  professor. 
Souroe  of  income:  Grandfather's 
sweetheart  deal  with  the  Mexican 
government. 

Idea  of  fun:  Driving  from  one 
end  of  his  land  to  the  otLer  in  under 
two  days. 

Pet  peeves:  Libbers,  hippies, 
and  the  I.R.S. 

Favorite  sport:  Anything  involv- 
ing firearms. 

Cholesterol  count:  Off  the  charts. 
Favorite  expression:  "Get 
the  hell  off  my  land  before  I  throw 
you  off" 


rvi 
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The    L,A.    Gent 


Pre-cancerous^ 
tan 


Leaness  (result 
of  extensive 
drug  use  in 
Seventies) 


Hermes  boots 


Essential  quality:  Vitamin 
packs. 

Source  of  wealth:  Spanish  land 
grant/vineyards,  early  '80s  Drexel 
Burnham  investments. 
Children:  Live  with  mother  in 
Malibu  colony. 

Favorite  topic  of  conversa- 
tion: Lawn  care,  self. 
Greatest  fear:  Growing  Latino 
population,  home  videos  of  LAPD. 
Pet  peeve:  Movie  people. 
Favorite  vacation  spot: 
Betty  Ford  Clinic. 
Greatest  thrill:  Playing 
chukkas  with  the  Prince  Of  Wales. 


The    Euro    Gent 


Italian  loafers 


Essential  quality:  Hobnobbing  . 
with  deposed  royalty  (trait  shared 
with  some  Texans). 
Accent:  Vaguely  continental. 
Leg^al  residence:  Pied  ^  terre 
in  Trump  Tower,  Guernsey. 
Prep  school:  Le  Rosey. 
Pet  peeve:  Not  getting  bumped 
up  to  first  class. 
Occupation:  "Three  or  four 
things... at  the  moment." 
Favorite  tipple:  Cristal. 
Favorite  product:  Sun  lamps, 
hair  gel. 

Summers  in:  Southampton 
(other  peoples'  homes). 
Marriag^e  status:  Unmarried; 
prefers  to  date  blonde  models. 


: 
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The    '90s    Gentleman 


I 


Drafting  pencil  for^ 
writing  down  latest 
brainsto  rm 


Red  wine  stain- 
on  tie  given  by 
w^ife 


Comfortable  shoes 


Essential  qpuality:  Gentlemanliness  is  learned,  not 

inherited. 

Marriage  status:  Married  to  architect. 

Source  of  wealth:  Made  a  pile  on  Wall  Street, 

then  started  otvn  boat-building  company. 

Cars:  Owns  Ford  Explorer,  but  bicycles  to  work. 

Greatest  thrill:  Birth  of  first  child. 

Sports:  Sailing;  hoops  on  weekends  with  buddies. 


Favorite  topic  of  conversation:  Anything  but 

real  estate. 

Pet  peeves:  Snobs. 

Favorite  hook:  Legends  Of  The  Fall  by  Jim  Harrison. 

Wouldn't  he  caught  dead  in:  Psychoanalysis,  m 


C .  S .  D  u  B o w  /i-  M^  Roger  Tory  Peterson  o/species  gentle- 
man behavior. 
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Conclusive  proof  that  the  gentleman 

is  alive  and  well, 

though  admittedly  getting  on. 


March  6,  1981 — Walter  Cronkite 
signs  off  the  air  after  19  years  as 
anchorgent. 

March  30, 1981 — Ronald  Reagan, 
grievously  wounded,  jokes  to  his 
wife  in  the  emergency  room,  "I  for- 
got to  duck."  Going  under  the  anes- 
thesia, he  says  to  the  doctors,  "I 
hope  you're  all  Republicans." 

July  7,  1981 — Reagan  nominates 
Sandra  Day  O'Connor  to  the 
Supreme  Court. 

January    13,     1982 — An    Air 

Florida  jet  crashes  into  the  Potomac 
River  in  Washington,  D.C.  An 
unidentified  passenger  keeps  pass- 
ing the  helicopter-lowered  life  ring 
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to  his  fellow  passen-  \  - 
gets,     and     then,   i     t 
when  it  is  finally  his 

turn,  sinks  beneath   

the  icy  waters. 


y 


June  6,  1989 — A 

Chinese  gentle- 
man— believed  to 
have  been  one  Wang  Weilin,  a  19 


President  Bush  to 
launch  Operation 
Just  Cause,  culmi- 
nating in  Nor- 
iega's overthrow 
and  capture. 
Noriega  will  be 
given  ample  op- 
portunity to  con- 
template   such     ungentlemanly 


year-old  student — stands  in  front  of     behavior  during  his  40-year  scn- 
a  column  of  advancing  army  tanks  in      tcnce  in  U.S.  prisons. 
Beijing's  Tiananmen  Square  during 
the  student  uprising,  and  stops 


them  dead  in  their  tracks 
According    to    Amnesty 
International,  the  (]hinese 
government  will  neither 
confirm  nor  deny  reports  of 
his  execution. 


December  16,  1989 

Panamanian      Manue 
Noriega's  thugs  sexually 
threaten  the  wife  of  a 
U.S.  serviceman,  causing 

rvi 


April  24,  1990 — Michael  Milken 
takes  the  fall  for  his  brother 
Lowell. 

February  1991 — A  U.S.  soldier 
reassures  craven,  surrendering 
Iracji  soldiers,  "It's  okay.  You're 
all  right  now.  You're  all  right 
now."  Bush  will  cite  the  footage 
)f  the  event  in  major  addresses 
ot  once,  but  twice. 

May  2,  1991 — After  hours  of 


I 


. 


■^'^^ 


^ 


'struggle  to  bring  in  General 
Sherman,  a  500-pound  catfish, 
Homer  Simpson  acknowledges  his 
wife's  displeasure — and  saves  his 
marriage — by  tossing  the  fish  back. 

August  19,  1991 — Russian 
President  Boris  Yeltsin  climbs  on  top 
of  a  tank  and  thwarts  the  coup 
against  Gorbachev,  bringing  to  end 
74  years  of  spectacularly  ungentle- 
manly  behavior. 

November  5,  1991  —  Robert 
Maxwell  does  the  only  decent  thing, 


March  1992 — Warren 
Beatty,  professional  satyr, 
makes  an  honest  woman 
of  Annette  Bening,  the 
mother  of  his  child.  Just  a 
little  bit  late. 

August  4,  1992 — When 
off  his  yacht.  British  sprinter  Derek  Redmond  col- 

lapses with  a  torn  hamstring  during 
January  8,  1992 — Japanese  the  summer  Olympic  games,  the  sta- 
Premler  Kiichi  Miyazawa  does  not  dium  audience  looks  on  in  horror, 
declare  war  on  the  U.S.  after  its  Imperturbably  and  magnificently,  his 
President  throws  up  on  his  lap  dur-  father  Jim  then  strides  from  the 
ing  a  state  dinner.  stands,  lifts  his  wounded  boy,  and 

together,  father  and  son  finish  the 
event. 


December  19,  1992 — Former 
Cuban  Air  Force  pilot  Orestes 
Lornezo  Perez,  who  had  defected  to 
the  U.S.  in  his  MiG-23  a  year-and-a- 
half  before,  flics  a  Cessna  back  to 
Cuba,  lands  on  a  highway,  picks  up  his 
waiting  wife  and  two  boys  and  flies 
them  back  to  freedom.  Well  done,  sir. 
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...And   Not   So   Great 


On  second  thought, 
maybe  he  is  dead. 


February  16,  1959-present — 

John  McEnroe,  any  day. 

September  1,  1983 — The  Soviet 
Union  refuses  to  apologize  for  shoot- 
ing down  Korean  Air  Lines  flight 
007,  with  269  passengers  on  board. 

January  30,  1985 — Washington 
Redskins  fullback  John  Riggins 
drunkenly  tells  dinner  table  partner 
Supreme  Court  Justice  Sandra  Day 
O'Connor,  "Come  on  Sandy  baby, 
loosen  up.  You're 
too  tight,"  then  lies 
down  on  the  floor 
and  goes  to  sleep. 

March    1986 — 

Dysfunctional 
Reagan  daughter 
Patti  Davis  takes 
up  writing. 

September  17, 
1986 — Arbitragedian  Ivan  Boesky 
rats  on  his  friends. 

1988-present — The  Reverend  Al 
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Sharpton,  protector  of 
Tawana  Brawley  and 
other  savories;  any 
day,  but  especially  for 
recently  pleading 
guilty  to  failing  to  file 
a  tax  return  to  make  it 
easier  to  run  for  New 
York  City  Council 
President. 


1989-or  so— The 

Prince  of  Wales  tells 
his  mistress,  Camilla 
Parker  Bowles,  wife 
of  the  Silver  Stick  in 
Waiting,  "Oh  God. 
I'll  just  live  inside 
your  trousers  or 
something.  It  would 
be  much  easier." 


November  26,  1988 — Arizona     September   28,    1989 — Boris 
State's  football  fans  taunt  the  rival's     Yeltsin  shows  up  drenched  and  car- 
quarterback,  whose  father  had  just     tying   a   bouquet   of 
been  assassinated  by  terrorists  in      flowers  at  a  suburban 
Beirut,  by  shouting  "P-L-O!"  Moscow  police  station. 

He  initially  claims  to 
have  been  abducted, 
but  later  admits  he  was 
only  "joking." 

Christmas  holidays,  1989 — 

Casino  owner  Donald  Trump  takes 

his  wife  and  mistress  skiing  on  the  iiSfrij 

same  mountain.  Both  arepisfeoff. 

July  25,  1990 — Comedienne 
Roseanne  Barr  (and  yes,  we  ^nrw 
she's  a  woman)  howls  the  national 


I 


March  29,  1991 — Senator 
Edward  M.  Kennedy  of 
Massachusetts  wakes  up  his  son  and 
nephew  on  Good  Friday  night  in 
order  to  go  out  "for  a  few  beers." 

April  27,  1991— At  the  White 
House  Correspondents'  Dinner, 
Presidential  physician  Burton  Lee 
wraps  his  arm  aound  a  female 
reporter's  legs  and  pulls  her  down 
onto  his  table.  Said  Lee:  "Actually,  I 
was  more  interested  in  a  6-foot-3- 
inch  blonde  who  I  asked  to  join  our 
table. ..but  she  was  surrounded  by 
42  guys,  and  she  was  taken." 

Aug^ust  4,  1991 — Off  the  coast  of 
South  Africa,  Greek  captain  Yiannis 
Avranas  abandons  his  sinking  cruise 
liner  before  many  of  the  passengers 
can,  and  tells  the  press  he  did  it  in 
order  to  conduct  the  rescue  opera- 
tion more  efficiently,  from  on 
shore. 

September  11, 

1991— Clark  Clifford, 
ultimate  Washington 
insider,  tells  Congress 
he  didn't  know  that 
BCCI  owned  his  bank. 

October  1991— In 

his  book,  A  View  From 
Alcove,  basketballer  Wilt 
"The  Stilt"  Chamberlain 
boasts    of    having    bedde 
20,000  women.  And  counting. 

October  6,  1991 — Supreme  Court 
Justice  nominee  Clarence  Thomas 
does  not  call  President  Bush  the 
next  day  and  quietly  withdraw. 


November  5,  1991 — Financial 
Spring  1991 — It  is  revealed  that  lizard  Robert  Maxwell  does  a 
Frank  Forrester  Church  IV,  senior  farewell  cannonball  off  his  yacht, 
minister  of  the  Unitarian  Church  of  leaving  his  family  and  many  others 
\\\  Souls  in  Manhattan,  has  offered  soaked. 
CO  counsel  the  husband  he  is  simul- 
taneously cuckolding.  January  8,   1992 — President 
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anthem  at  a  baseball  stadium  and 
then  taunts  the  crowd  by  spitting 
and  grabbing  her  crotch. 

August  23,  1990 — Iraqi  leader 
and  Kuwaiti  neighbor  Saddam 
Hussein,  trailing  video  cameras,  vis- 
its his  British  house-arrested 
'guests"  and  pats  the  head  of  young 
Stewart,  telling  him  how  lucky  he  is 
to  have  cornflakes  when  so  many 
young  Iraqi  children  do  not. 

February  1991 — French  actor 
Gerard  Depardieu  tells  Time  the 
rapes  he  commited  as  a  youngster 
were  "absolutely  normal  in  those  cir- 
'cumstances.  That  was  part  of  my 
childhood." 


Bush  copiously  vomits  into  lap  of  his 
host,  Japanese  Priemer  Kiichi 
Miyazawa.  However,  it  is  almost  cer- 
tain that  the  President,  a  true  gent 
(see  previous), 
wrote  him  an  effu- 
sive, hand-written 
note  of  apology. 

January  13, 
1992 — According 
to  his  wife,  rock 
celebrity  Mick 
Jagger  ducks  out 
one  day  after  the 
birth  of  their  third 
child,  with  a  lis- 
some  Italian 
model. 

January      26, 

1992 — Governor 

Bill  Clinton  hides 

behind  Hillary's  pants  during  60 

Minutes  appearance  on  super 

Bowl  Sunday  in  order  to 

salvage  his  campaign 

amidst  charges  of  phi- 

^5   landering. 

May  25,    1992— 

New   Tonight  Show 
host  Jay  Leno  fails  to 
acknowledge  his  pre- 
decessor,        Johnny 
Carson,  on  his  first  show. 

August  1992 — ^John  Bryan, 
"financial  advisor"  to  the  Duchess  of 
York,  nibbles  on  the  feet  of  his  top- 
less client  in  full  view  of  her  young 
children. 

November  21,  1992 — Senator 
Bob  Packwood;  and  how. 

November  22,  1992 — Auteur 
Woody  Allen  tells  60  Minutes  that 
from  where  he  "sat,"  he  didn't  see 
anything  wrong  with  having  an  affair 
with  his  companion's  adopted 
teenage  daughter.iBJ 
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.  ..But  not  entirely  forgotten. 


My  World 

< 

Is  As  Dead  As 


The  Auk 


» 


I  HAVE  AN  IMAGE  OF  JosEPH  Alsop  SITTING  of  coufse.  Causcd  a  lot  of  Comment." 
for  dinner  in  his  favorite  blue-and-white  He  drinks  long,  very  weak  Scotch  and 
Ottoman  chair.  He  wears  sky-blue  paja-  sodas.  Soft,  fur  rugs  have  been  laid  on  the 
mas  and  crimson  bedroom  slippers  made  living  room  floor  of  his  Georgetown 
of  crushed  velvet.  His  cotton  bathrobe  is  home  for  the  coming  winter  season, 
also  blue-and-white-  HHMHHH|H^^|  Heavy  curtains  are  drawn 
striped,  with  a  vermilion  ^^^^^^^^^^^^^H  against  the  cold,  and  a  fire  is 
handkerchief  stuffed  in  the  ^^^^^^^^^^^^^^H  on.  Freshly  bathed,  he  smells 
breast  pocket.  He  has  just  ^^^^Q^Q^^^^^H  of  spiced  soap  and  an  old- 
come  from  the  50th  birth-  ^gMjjjjjjmjMj^^  fashioned  gentleman's 
day  party  of  the  fashion  ^^^^H^^^Hl^^H  cologne  called  Florida  Water, 
designer  Oscar  de  La  Renta  in  New  York  He  eats  a  dinner  of  cold  quail  and 
City.  He  is  78  years  old,  and  the  experi-  toast  off  ancient  family  china,  from  a 
ence  has  exhausted  and  exhilarated     tray  on  his  knees. 

him:. "Mrs.  Graham  and  Mrs.  Astor  were        "Did  I  ever  tell  you,  Adam,  that  my 
wearing  the  same  dress,  by  Oscar    father  was  in  Mr.  Billy  Woodward's 
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form  at  Groton?" 
Toward  the 
end  of  his  life, 
when  I  collabo- 
rated with  him 

on  the  writing  of  his  memoirs^  Joe 
Alsop  was  always  asking  me  questions 
like  that.  It  was  a  ritual  we  had.  When 
I  did  not  recognize  a  grandee  like  Billy 
Woodward — the  owner  of  the  horse 
Native  Chancer;  a  famous  sportsman  and 
head  of  a  New  York  bank — he  would 
slap  both  hands  on  his  brow  and  stare 
impishly  at  the  ceiling.  "Young  Piatt," 
Alsop  would  cry,  "don't  tell  me  yoouu 
^oxvi  knoowwW  ^ 


Political  columnist 
Joseph  Alsop  at  the 
State  Department 
in  the  1950s. 


We  worked 
together  for 
two  years, 
until  his 
death,  in  August 
1989.  His  public 
reputation  was,  and  still  is,  as  a  political 
columnist,  much  feared  and  respected 
in  his  day.  Alsop  came  to  Washington 
in  the  early  1930s,  from  Harvard,  by 
way  of  T/ie  New  York  Herala  Tribune. 
Directly  related  to  Eleanor  Roosevelt, 
and  a  distant  cousin  of  Franklin,  he 
used  his  social  connections  to  great  pro- 
fessional effect.  Dean  Acheson  was  a 
friend;  so  were  McGeorge  Bundy  and 


FY! 
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Averell  Harriman,  John  Kennedy  and  Henry  Kissinger,  and  his  three  sibhngs  dressed  for  formal  Sunday  dinners, 

Alsop's  house,  in  Georgetown,  was  a  famous  watering  and  rode  a  milk  truck  to  school.  He  thought  this  was  an 

hole  for  these  men  until  he  ended  his  column  in  1974.  eccentric  upbringing,  and  so  paid  desperate  attention  to 

Ci\  ilization,  for  the  men  of  Alsop's  generation,  was  a  the  richer  boys  when  he  was  packed  off  to  Groton  at  the 

tangible  thing.  He  published  six  books  during  his  life-  age  of  13. 

time,  two  of  them  on  archeology  and  art  history.  Alsop  At  Groton,  and  then  at  Harvard,  young  Alsop 

was  a  gourmet,  a  gardener,  a  collector  of  Asian  antiques,  absorbed  the  established  codes  of  behavior  and  style, 

and  a  historian.  He  could  read  Latin  and  some  Greek,  "As  for  the  men,  thefirst  rule  was  to  go  to  London  for 


and  had  learned  2,000  Chinese  characters  while  a  prison- 
er of  the  Japanese  during  the  Second  World  War.  He 
kept  a  library  of  over  8,000  books,  and  could  discuss 
Proust,  or  Roman  siege  techniques,  or  the  migratory 
habits  of  the  blue  whale.  He  accomplished  all  this  on  his 
own,  without  benefit  of  self-help  manuals  or  videos. 

But  what  animated  Alsop  dur- 
ing the  last  years  of  his  life,  were 
his  roots.  "Gentlemen,  meaning 
members  of  the  WASP  Ascen- 
dancy or  persons  who  aspired  to 
be  members,  did  not  wear  brown 
suits  in  the  city — I  have  never 
understood  why."  "Gentleman" 
was  a  word  he  rarely  used.  He 
considered  it  to  be  an  accepted 
condition,  one  which  the  modern 
world  had  eroded  completely.  I 
was  proof  of  this.  He  had  known 
both  my  grandfathers  through  his 
club  at  Harvard.  But  I  was  no  Ivy 
Leaguer,  and  I  rarely  wore  suits. 
He  drove  no  car  and  watched  no 
television,  two  things  I  did  with 
abandon.  "My  world,"  he  would 
groan  at  me,  "it's  dead  as  the 
auk." 

He  was  right,  of  course.  You 
could  tell  right  off  by  the  Alsop 
accent — an  exaggerated,  neo- 
Oxfordian  drawl.  No  one  talked 
that  way  anymore,  not  even  Joe's 
surviving  brother  John,  who  was 
six  years  his  junior.  His  sen- 
tences were  long  and  perfectly 

formed.  Vowels  were  drawn  out  and  coddled  in  an 
aggressively  nasal  way.  Modern  words,  like  "casket," 
"media"  and  "phone,"  made  him  cringe.  "I  bet  your 
mother,"  Joe  said  to  me,  "who  hasn't  interfered  very 


''When  I  dredd  to  go  out 

to  a  luncheon  party  in 

Washington,  I  do  my  best 

to  duggedt  a  Morgan 

partner  of  1928.  " 


suits  and  shoes  ts  soon  as  you  could  afford  it."  In  Avon, 
he  and  his  brothers  wore  tuxedos  to  dinner.  As  for  the 
suits:  "dark  grey,  navy  blue,  or  even  black  was  required, 
albeit  possibly  with  a  discreet  pinstripe,  if  desired.  Black 
shoes  also  were  essential  in  town — and  no  nonsense 
about  it,  except  that  with  a  dark  grey  flannel  suit,  it  was 

possible  to  wear  brown  shoes  so 
repeatedly  polished  for  so  long  a 
period  of  time  that  they  all  but 
counted  as  black." 

Alsop  reveled  in  these  rules. 
"Moldering  bits  of  WASP  infor- 
mation," he  called  them,  and  how 
he  remembered  them  all,  I  never 
knew.  "By  my  time,  men  were 
allowed  soft  (evening)  shirts, 
preferably  silk,  although  the  very 
young  could  wear  white  Brooks 
Brothers  shirts.  However,  one 
still  needed  a  dinner  jacket  and 
trousers,  with  black  silk  socks  and 
pumps,  and,  to  complete  the 
turnout,  a  black  bow  tie,  and  a 
fine  white — always  white — hand- 
kerchief, and  a  cummerbund  or 
waistcoat.  Woe  to  you  forever  if 
you  ventured  a  ruffled  or  colored 
shirt  or  necktie  of  the  sort  the 
young  wear  to  what  they  call  'for- 
mals'  nowadays." 

Joe  followed  these  codes  until 
the  day  he  died.  The  closets  of  his 
walk-in  boudoir  were  filled  with 
linen  jackets,  for  summer,  and 
darkly  formal  suits.  "To  this  day," 
he  wrote  in  his  memoirs,  "when  I  dress  to  go  out  to  an 
old-fashioned  luncheon  party  in  Washington,  I  do  my 
best  to  suggest  a  Morgan  partner  of  1928."  He  kept 
drawers  full  of  bow  ties  and  brightly  colored  silk  pocket 
handkerchiefs.  My  appearance  generally  made  him 
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much  in  your  upbringing,  tells  you  not  to  call  curtains 

'drapes'."  When  I  said  she  had  not,  he  sniffed.  "Shows  gloomy.  Sometimes  he  would  give  me  cufflinks,  or  aged 

the  decline  of  civilization,"  said  Joe.  "  bits  of  haberdashery  from  Sulka  in  Paris.  Always,  he  dis- 

The  Alsops  were  a  prosperous  merchant  family  from  suaded  me  from  wearing  shorts.  "To  begin  with,"  said 

Middletown,  Connecticut.  They  were  known  for  having  Joe,  "you  don't  have  the  legs  for  them." 
long  noses  and  a  keen  wit,  although  the  family  fortune  He  was  sentimental  about  his  own  generation,  and 

had  faded  by  the  time  Joe  was  born.  His  mother  was  a  puzzled  by  mine.  "I  don't  like  to  think  that  I  always  talk 

wealthy  New  Yorker,  directly  related  to  the  Roosevelts.  about  myself,"  he  once  told  me.  "But  it  is  very  tcmptmg 

His  father,  a  Yale  man,  had  opted  out  of  the  racy  profes-  to  do  when  you  are  old  and  don't  think  that  people  will 

sions  of  his  day  to  buy  a  farm  near  the  town  of  Avon.  Joe  soon  see  the  same  things  again."  I  once  asked  his  advice 
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ion  a  birthday  gift  for  my  brother.  "A  pot  of  caviar,"  he      bits  of  Alsop's  poHtical,  artistic  and  tribal  past:  an  Egyp- 


said.  "You  and  your  brother  should  take  an  apartment  in 
New  York  together.  Between  the  two  of  you,  you  should 
be  able  to  afford  decent  rooms.  With  the  savings  you 
should  be  able  to  afford  a  not-too-grand  manservant. 
Without  one  the  apartment  is  sure  to  be  uninhabitable." 

A  habitable  home  was  an  important  thing.  For  nearly 
'  §half  a  century,  Alsop  lived  on  the  same  Georgetown 
block;  first  in  a  rental,  and  then  in  a  house  of  his  own 
design.  He  called  the  style  of  the  house  "Garage  Palladi- 
um," since  much  of  the  building  material  was  cheap. 
The  rooms  were  wide  and  well-lit:  conscious  show  places 
for  his  family  curios  and  up-market  antiques.  He  placed 
$5,000  worth  of  bets  on  John  Kennedy  winning  the  pres- 
idency in  1960,  and  used  the 
proceeds  to  buy  a  pair  of  gold- 
edged  Austrian  candlesticks.  He 
kept  exotic  birds,  and  a  Toucan 
of  his  once  vomited  on  Robert 
McNamara's  head. 

Although  he  was  a  meticu- 
lous and  original  stylist,  Alsop's 
tastes  were  essentially  old-fash- 
ioned; formed  through  long 
association  with  a  series  of 
ancient  family  dwellings.  His 
mother's  family  summer  house 
was  a  mock-Scottish  castle,  on 
the  lip  of  the  Mohawk  Valley,  in 
■upstate  New  York.  When  he 
described  the  smell  of  an  old- 
fashioned  house,  he  was 
describing  this  place: 

"I  believe  the  secret  was 
beeswax,  rather  lavishly  used 
year  'round  to  polish  floors  and 
furniture,  plus  a  great  many 
flowers  from  the  summer  gar- 
dens. At  any  rate,  the  front  door 
would  open,  and  this  splendid 
scent  would  waft  outward,  par- 
ticularly in  summer,  for  this  was 

before  air-conditioning  and  the  summer  rule  was  still  in 
force.  It  held  that  all  windows  were  closed  and  shades 
were  pulled  until  after  dusk,  when  windows  were  thrown 
open  again  tq  let  in  the  cool  night  air.  And  sc  the  house's 
smell  would  tell  you  just  what  sort  of  decor  and  human 
atmosphere  to  expect  after  you  had  passed  through  the 
door." 

The  same,  in  a  muted  way,  was  true  of  Alsop's  last 


A  Id  op  kept  exotic  blrdd, 

and  a  toucan  of  hid 
once  vomited  on  Robert 
McNamara'd  head. 


tian  mummy's  hand  belonging  to  his  great  uncle,  Teddy 
Roosevelt;  Hellenistic  and  Ch'in  Dynasty  figurines; 
numbers  of  inscribed  presidential  photographs. 

The  entire  space,  downstairs,  was  devoted  to  the  din- 
ing room  and  kitchen.  Food  was  a  great  Alsop  preoccupa- 
tion. He  had  grown  fat,  as  a  child,  on  the  rich  country- 
style  cooking  of  his  father's  farm.  "On  Sundays,  even  if 
we  were  alone,  there  was  always  creamed  liver  with 
creamed  potatoes,  a  horribly  fattening  but  deliciously 
rustic  combination  if  made  with  farm  cream;  and  at  least 
once  a  week  we  had  poached  eggs  on  toast  buttered  with 
anchovy  paste."  There  were  also  steamed  marrow  bones, 
boiled  mutton  with  caper  sauce,  broiled  chicken, 

"doused  in  egg  sauce  with  strips 
of  crisp  bacon,"  roast  ham, 
peach  pickles,  and  mint  sauce 
and  leg  of  lamb. 

When  Alsop  came  to  Wash- 
ington, the  town  still  had  a  rec- 
ognizable culinary  style.  This 
revolved  mainly  around  the 
grand.  Southern  houses  of  the 
day,  many  of  which  he  fre- 
quented. In  these  mansions, 
cooks  cured  Virginia  hams  in 
bathtubs,  and  kept  cribs  of  live 
terrapin  in  the  basement.  Joe 
had  a  fondness  for  terrapin 
soup,  which,  he  said,  tasted  like 
feet.  When  the  dish  disap- 
peared from  local  menus,  he 
would  import  it  in  plastic  tubs 
from  the  Maryland  Club  in  Bal- 
timore, to  drink  with  crackers 
and  Champagne.  He  offered 
some  to  John  Kennedy  on  the 
eve  of  his  inauguration,  and  the 
young  President  blanched. 

Because  he  had  no  immedi- 
ate family  until  he  married  at 
50,  Joe  could  afford  to  be  cod- 
dled. In  fact,  he  demanded  it.  He  gave  aggressive  tips 
when  traveling,  and  was  fawned  over  as  a  result.  On 
maneuvers  in  Burma,  before  the  outbreak  of  the  Second 
World  War,  he  hired  a  Tamil  batman  named  Paideyah. 
"Imagine  the  general  consternation,"  he  writes  in  his 
memoirs,  "when  Paideyah  drew  the  mosquito  curtains  of 
my  cot  in  the  officers'  dormitory,  helped  me  into  my 
dressing  gown  and  slippers,  and  then  followed  me  with 


home,  on  N  Street,  in  Georgetown.  This  was  a  Federal-      sponge  bag  and  razor  into  the  communal  bathroom." 


style  row  house,  made  from  buffed  red  brick.  It  smelled 
faintly  of  mifst,  good  cooking,  old  books  and  old 
medicine.  The  living  room  flowed  from  one  end  of  the 
house  to  the  other.  In  summer,  the  windows  were 
thrown  open,  and  the  tables  full  of  flowers,  and  in  winter 
the  fire  was  always  lit.  Scattered  about  the  rooms  were 


All  his  life,  Joe  had  cooks,  whom  he  trained;  and  until 
he  died,  the  food  at  his  table  was  as  good  as  any  in  Wash- 
ington. Each  morning,  his  housekeeper,  a  tough,  humor- 
ous woman  named  Gemma,  served  him  a  single  poached 
egg  on  toast.  Coffee  was  supplied  in  a  huge  blue  and 
white  china  cup.  For  lunch,  we  ate  leftovers  from  the 
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night  before:  chilled  crab,  vichyssoise,  braised  sweet- 
breads, rolled  chicken  sandwiches  with  the  crusts  cut  off. 
For  dinner,  there  could  be  cold  beef  flecked  with  con- 
somme jelly,  or  chicken  Kiev,  with  pureed  peas,  fol- 
lowed by  lemon  souffle  and  Champagne. 

He  entertained  in  famously  high  style.  The  social 
contact  always  animated  him;  and  so  did  the  drink.  "To 
this  day,  my  idea  of  heaven  is  to  dress  in  my  best  gar- 
ments for  a  wedding,  sit  at  a  table  of  pleasant  friends,  and 
drink  Champagne  in  an  apple 
orchard  under  a  New  England 
June  sun.  It  sounds  materialis- 
tic, but  perhaps  it  is  slightly 
less  so  than  the  definition  of 
heaven  written  by  Sydney 
Smith,  my  hero  of  the  early 
19th  century  who  was,  after  all, 

a  clergyman  and  a  canon  of  St.  Paul's  cathedral.  He  said 
that  his  idea  of  heaven  was  'eating  foie  gras  to  the  sound 
of  trumpets.'" 

Alsop's  behavior  at  his  own  parties  was  legend.  He 
stood  by  correct  manners,  but  was  not  at  all  afraid  of 
being  outrageous.  During  his  early  days  at  The  Herald 
Tribune,  he  kept  a  Japanese  manservant  named  Buto. 
When  the  paper  called  while  friends  were  over,  Joe 
would  answer  in  Bute's  voice.  "Mista  Ahhsop,  he  not 
home,"  he  would  say.  During  the  1950s,  he  threw  the 


"Mi^ta  Aht^op  ,  he  not 
ome/*  he  would  an*iwer  in 
hi*f  mandervant'd  voice. 


two  Soviet  spies,  Guy  Burgess  and  Donald  Maclean,  out 
of  his  house  on  separate  occasions.  Both  men  had  gotten 
drunk  and  insulted  the  United  States  of  America.  Get- 
ting drunk  was  something  most  gentlemen  did;  insulting 
the  flag  was  way  beyond  the  pale. 

Most  of  the  men  of  Alsop's  class  and  generation  had 
been  patriots,  and  many  were  drunks.  Dean  Acheson  was 
a  deep  believer  in  th-e  restorative  powers  of  the  martini. 
The  diplQmat,*Charles  Bohlen,  once  told  a  doctor  how 

much  he  drank.  "All  I  can  say," 
the  man  replied,  "is  you  must 
be  one  of  those  rare  persons  for 
whom  alcohol  is  food."  During 
Prohibition,  Joe's  club  at  Har- 
vard, the  Porcellian,  kept  its 
own  still.  His  mother's  family 
was  riddled  with  alcoholics. 
They  feared  he  might  become  one  too  if  he  stayed  on  at 
Harvard  Law,  and  so  arranged  for  his  job  at  the  Tribune. 
Joe  drank  vast  amounts  anyway,  and  always  plied  me 
with  liquor. 

Maybe  because  of  this,  I  got  the  impression  that 
Alsop's  generation  had  more  fun  than  mine.  He  was 
called  a  snob  by  some  people;  but  his  friendships,  once 
made,  were  closely  held.  His  private  correspondence  was 
huge,  and  often  very  funny.  He  was  a  great  believer  in 
the  art  of  gossip  and  chat,  and  considered  it  lost  in  mod- 
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2rn  Washington.  Michael  Dukai<.is,  said  Joe,  "looked  Hke 
I  a  disagreeable  marmot,  defending  his  burrow,"  which 
vvas  exactly  right.  "Noriega,  Noriega,  Noriega,"  he  told 
me  after  one  deadeningly  self-important  dinner.  "If  I 
hear  that  name  again  my  teeth  will  fall  out." 

When  he  was  feeling  decrepit,  he  liked  to  relive  the 
lavish  parties  he  had  been  to.  In  his  youth,  these  were 
whitebread  affairs,  hugely  expensive,  attended  by  the 
same  people  again  and  again.  He  had  given  a  party,  in 
the  '60s,  for  young  King  Hus- 
sein of  Jordan.  By  protocol, 
guests  were  not  permitted  to 
leave  before  the  King;  and  so, 
as  Hussein  danced  with  lady 
after  lady,  they  left  quietly, 

hrough  the  bathroom  window. 
In  England,  Joe  played  drunk- 

n  bridge  with  the  Queen.  "It's  their  skin  you  always  for- 
get," he  said  of  the  royals.  "We  don't  manufacture  such 

kin  in  this  country." 

Nor  do  we  manufacture  the  kind  of  gentleman's  life 
Joe  Alsop  enjoyed,  and  he  knew  it.  He  often  said  he 
never  understood  the  phrase  "identity  crisis,"  and  I 
envied  him  that.  He  did  not  believe  in  an  American  aris- 
tocracy. He  thought  members  of  the  "WASP  Ascendan- 
cy," as  he  called  it,  were  often  narrow-minded,  unintel- 
lectual  and  repressed.  But  he  had  a  deep  sense  of  who  he 


I  got  the  impre*f*tion  that 

Joe  AUop'd  generation  had 

more  fun  than  mine. 


was.  As  the  modern  world  became  strange  and  indeci- 
pherable, this  knowledge  comforted  him.  Towards  the 
end  of  his  life,  when  he  was  sick  and  his  bearings  were 
gone,  he  clung  to  it. 

When  I  last  saw  Joe  Alsop  he  was  recovering  from 
pneumonia,  and  had  to  take  oxygen  from  a  tank  at  his 
knee.  When  we  began  our  work  together,  he  had  been 
given  six  months  to  live  by  his  doctors.  Among  other 
things,  he  had  lung  cancer.  In  many  ways,  our  dialogue 

had  been  confessional;  a  talk,  as 
he  put  it,  "of  the  last  things." 
We  sat  down  to  a  proper  lunch 
of  chicken  sandwiches  and  rice 
pilaf.  He  gave  me  white  wine  to 
drink,  disregarded  his  oxygen 
tube,  and  began  smoking  Car- 
leton  cigarettes. 
"Did  I  ever  tell  you  the  story  of  Bobby  Phipps  and  her 
mother's  nightly  mango.^" 

He  had  told  me  that  story.  I  said  so,  and  he  drifted 
into  silence.  "Well  then,  never  mind,"  Joe  said,  finally. 
Then  he  gave  me  a  sad  grin.  "An  odd  world,"  said  the  old 
gentleman,  "but  curiously  smashing."® 

Adam  Platt  collaborated  with  Joseph  Alsop  on  his  mem- 
oirs, I've  Seen  The  Best  Of  It  (W.W.  Norton,  1992).  He 
lives  and  works  in  Washington,  D.C. 
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er  are  the  latest  of  many 
ires.  And  whej:i  you  cradle 
:iny  phone  in  your  hand, 
I  wonder  how,  at  only 
unces,  it  can  deliver  a  full 


hour  of  talk  time  (or  2V2  hours 
with  the  high' capacity  battery). 

And  while  you're  shopping 
for  diamonds,  be  sure  to  look  at 
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and  92T  transportable  phones. 
For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 
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I  gave  the  car  a  little  extra  gas 

when  I  went  by  the  big  Moreno  Valley 
shopping  mall.  I  always  feel  like  going  a  lit- 
tle harder  right  there,  because  the  mall  sits 
on  the  site  of  the  old  Riverside  race  track 
where  I  ran  a  lot  of  races  in  my  time.  I  had 
some  success  there.  And  some  of  the  other 
thing,  too.  But  I  never  had  anything  happen 
as  bad  at  Riverside  as  what  happened  to  A.J. 
Foyt  there.  He  crashed  there  one  year,  1965, 
I  think  it  was,  coming  out  of  turn  five,  and  it 
was  so  bad  people  thought  he  w  as  lucky  just 
to  be  alive  and  that  he  wouldn't  ever  race 
again.  But  Foyt  is  still  at  it. 

Everyone  who  races  will  crash.  Probably 
more  than  once.  When  I  drove  past  the  mall 
and  gave  the  car  a  little  goose,  it  was  just 
about  a  month  after  I'd  crashed  one,  down 

in  Mexico,  and  it 
still  made  me  mad 
to  think  about  it. 
I  was  about  400 
miles  into  the  Baja  1000 — the  granddaddy 
of  the  off-road  races — running  first  in  my 
class  and  fourth  overall.  The  truck  was  set 
up  great  and  running  better,  probably,  than 
it  ever  had.  It  was  just  humming.  I  could 
have  backed  off  a  little  and  coasted  and 
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held  onto  first  in  my  class,  or  kept  on  pushing  and  tried 
for  first  overall  which  was  a  big  reach — some  of  those  big 
trucks  were  turning  800  horsepower — but  when  I'm  rac- 
ing, I  hate  holding  back.  In  for  a  dime,  in  for  a  dollar,  I 
figure.  So  I  was  standing  on  it  when  I  ran  out  of  brains. 

There  was  one  small  problem  with  the  truck — in  the 
handling.  I'd  clipped  one  of  those  little  scrubby  desert 
trees  early  in  the  race  with  the  right  rear  tire.  I  didn't 
know  it  then,  but  the  impact  had  bent  a  little  A-joint  that 
supports  the  suspension.  What  I  did  know  was  that  the 
truck  wasn't  handling  in  the  turns  quite  the  way  it 
should.  It  was  a  little  stiff 

Well,  I  came  hauling  down  a  road  that  was  just  two 
ruts  with  a  high  bank 
on  the  left  and  a  steep 
right  turn.  I'd  pre-run 
the  course,  and  I  knew 
the  road,  but  when  I 
turned  the  wheel,  the 
truck  didn't  respond 
quite  as  fast  as  it 
should  have.  It  rode  up 
the  bank  and 
then. ..well,  it  turned 
over.  Four  or  five 
times. 

I  wasn't  hurt,  and 
we  got  the  truck  put 
back  together  well 
enough  to  finish.  But  it 
was  a  long  way  back 
and  a  real  disappoint- 
ment since  we'd  been 
running  so  good. 

After  that,  what  I 
needed  was  to  do 
something  to  get  my 
mind  off  it  until  next 
racing  season.  So  I 
decided  to  drive  out  to 
Palm  Springs  and  play 
a  little  golf  at  Bermuda 
Dunes,  where  I'm  a 


style  and  started  for  my  home  up  in  Palos  Verdes. 

I'd  gone  a  couple  of  miles  when  I  started  feeling  hot. 
Like  I  was  sitting  in  a  car  that  was  about  to  catch  fire.  li 
turned  around  and  headed  back  to  the  garage.  Whatever 
was  wrong,  I  wanted  to  be  sure  that  everyone  knew  it 
wasn't  my  fault. 

Turns  out,  the  car  has  heaters  in  the  seats,  and  I  had 
sort  of  inadvertently  turned  them  on  while  I  was  checking 
out  the  dash.  E\ferybody  got  a  few  grins  from  that.  I'm  the 
one  who's  supposed  to  know  something  about  cars. 

Well,  I  may  not  know  about  heaters  in  the  seats,  but  I 
do  know  what  I  like.  And  I  liked  that  coupe.  Liked  it  a 
lot.  There  is  just  no  way  you  can  argue  with  the  way  they 

build  the  Lexus.  The: 
car  is  so  tight  you 
could  probably  put  a 
propeller  on  it  and  use 
it  for  a  boat.  When  you 
sit  inside,  you  have  to 
check  the  tach  to  see  if 
the  engine  is  running; 
it  is  that  quiet. 

That  solid  feeling 
and  that  quiet  make 
the  car  a  pleasure  to 
drive  in  traffic,  like 
when  you  are  navigat- 
ing through  the  com- 
muter mazes  and  want 
to  listen  to  some 
music.  The  Lexus  has 
a  great  sound  system, 
by  the  way. 

I  was  glad  to  see  the 
car  handled  well  and 
felt  good  in  thick  traf- 
fic, but  that  has  nevci 
been  my  idea  of  real 
enjoyable  driving,  no 
matter  how  fine  the 
car.  When  I  really  get  a 
feel  for  a  car  is  when  1 
get  it  out  on  the  long 
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The  Lexus,  says  Mr.  Parnelli  Jones,  "makes  you  feel  better 
about  things  every  time  you  get  inside  to  drive  it." 


member.  I  figured  I  might  as  well  go  there  in  something      highway,  where  there  might  be  some  turns  and  some  hills 


that  was  fun  to  drive,  so  I  called  the  people  at  Lexus  and 
told  them  that  I  wanted  to  test  that  new  coupe,  the  SC 
400.  I'd  been  hearing  a  lot  about  the  car  and  it  seemed 
like  I  had  a  responsibility,  as  a  hard-working  automotive 
journalist,  to  give  it  a  ride. 

They  gave  me  a  pretty  red  one  and  told  me  to  bring  it 
back  in  one  piece.  Very  funny.  The  first  thing  I  noticed, 
when  I  got  in  the  car  at  the  Lexus  headquarters  in  Tor- 
rance, was  that,  while  its  lines  are  plenty  sporty,  you 
don't  have  to  bend  yourself  into  a  pretzel  to  get  behind 


to  keep  you  on  your  toes,  and  just  open  it  up.  Not  too  long 
after  I  passed  that  big  mall  at  Riverside,  I  got  off  the  main 
highway  and  took  a  back  route,  through  hills  that  were 
high  enough  to  have  a  little  snow,  and  1  drove  the  Lexus 
the  way  I  like  to  drive. 

It  passed  the  first  and  most  important  Parnelli  Jones 
test... it  had  some  power.  I  knew  the  engine  was  a  V-H  that 
displaced  four  litres  and  had  .^2  valves,  but  you  don't  ever 
know,  until  you  give  it  some  throttle,  whether  you've  got 
enough  power  to  make  a  car  perform,  or  whether  it  is 


the  wheel.  I'll  put  up  with  that  for  racing,  but  I  like  some      always  going  to  feel  like  it's  a  little  bit  behind  where  you 
comfort  on  the  road.  So  I  gave  the  car  high  marks  for      want  it  to  be.  You  want  the  car  to  be  running  out  ahead 
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1/ith  you,  so  you've  got  to  concentrate  and  pay  attention 
nd  anticipate.  That's  when  driving  is  fun;  not  when 
ou're  waiting  for  the  car  to  catch  up  with  you. 

Well,  the  Lexus  had  enough  power  for  me.  It  wasn't 
blow  your  doors  off  power,  but  it  was  more  than  ade- 
(uate.  And  I'm  not  an  easy  grader. 

I  also  liked  the  ride.  The  suspension  was  set  up  so 
hat  the  car  hugged  the  road  tighter  as  you  came  into  a 
urn,  especially  if  you  gave  it  a  little  gas.  My  car  had  an 
LUtomatic  transmission,  and  the  shifts  were  so  smooth 
hat  you  could  miss  them  if  you  weren't  paying  attention. 
The  electronics  are  sure  state-of-the-art,  and  you  can  feel 
t  in  the  ride.  I  enjoyed  myself,  going  through  the  moun- 
lains  in  that  car.  It  felt  good  being  out  on  the  road. 

Felt  good  being  out  on  the  golf  course,  too.  I  started 
)laying  at  Indianapolis  during  the  month  you  spend 
here  testing  and  then  qualifying  your  car.  You  have 
ome  time  on  your  hands,  and  a  couple  of  the  other 
Irivers  asked  me  to  play  one  day.  I  didn't  take  it  up  seri- 
ously until  a  few  years  later,  when  I  decided  to  concen- 
;rate  on  my  business  and  cut  back  on  my  racing. 

Since  then,  I've  played  a  fair  amount  and  I've  gotten 
Detter.  I've  played  in  a  few  celebrity  tournaments  and  a 
ew  pro-ams.  I  was  partners  once  with  Roger  Clemens, 
he  baseball  pitcher.  He  hit  the  ball  a  mile,  but  he  didn't 
tiave  the  kind  of  control  on  his  drive  that  he  has  on  his 
astball.  And  I  played  with  Chi  Chi  Rodriguez,  once.  He 


was  not  only  good  company  and  a  lot  of  laughs,  but  he 
was  really  generous  and  helped  me  with  my  game. 

There  is  only  so  much  anyone  can  do,  though.  I'll 
never  be  a  great  golfer.  It  just  isn't  my  game.  Maybe  it's 
too  slow.  This  day,  I  was  long  and  straight — for  me — off 
the  tee.  My  long  and  middle  irons  were  okay.  But  when  I 
got  in  close,  I  just  didn't  have  the  touch.  I'd  have  an  easy 
pitch-and-run  up  to  the  green  from  80  yards  out  to  put 
myself  in  shape  for  a  birdie,  and  I'd  hit  it  fat  and  leave  it 
20  yards  short.  One  more  to  get  on  the  green,  and  that 
one  would  run  on  me  so  that  what  had  been  looking  like 
a  very  possible  birdie,  was  now  a  double  bogey  if  I  three- 
putt  and  I  don't  have  any  trouble  at  all  doing  that. 

Golf  is  a  great  game  for  learning  humility. 

But  a  great  way  to  relax,  too,  and  by  the  time  the 
round  was  over,  I  was  feeling  a  lot  better  about  things.  I 
liked  the  way  the  desert  air  smelled  so  clean,  and  the  sky 
looked  so  high  and  blue.  I  liked  the  way  people  were 
admiring  the  car  when  I  loaded  my  clubs  in  the  trunk 
and  turned  out  onto  the  highway  for  home. 

By  the  time  I  got  there,  I  knew  the  car  could  perform. 
My  wife  liked  the  way  it  looked  parked  in  our  driveway, 
so  I  also  knew  it  had  style.  All  in  all,  I'd  say  that  the 
Lexus  does  what  a  really  quality  performance  car  ought 
to  do — it  makes  you  feel  better  about  things  every  time 
you  get  inside  to  drive  it. 

Just  don't  forget  those  heaters.® 


The  library  and  reading  room.  39th  floor,  Island  Shangri-La,  Hong  Kong 
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executive  retreatd* 
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by  Bruce  McCall 


lH{[i 

Kir 


ItlCk 


IIIIIIHIJIIII 


■1904 


Philadelphia  naphtha  baron  (]yrus  Goforth 
dwelled  in  baronial  opulence  at  Marzipan,  his 
Main  Line  estate  modeled  after  the 
Braunschweig  Palace.  The  threat  that  the 
Government  might  act  to  break  up  the 
Naphtha  Trust  forced  the  imperious  tycoon  to 
convene  what  may  have  been  the  first  executive 
retreat,  at  Marzipan,  to  plot  strategy.  The  histori- 
an Arnold  Bennett  was  engaged  to  record  the  pro- 
ceedings; every  pigeon  in  the  rafters  of  the  (Jreat 
Hall  was  shot,  so  too  the  butler  who  dropped  a 
Jeroboam  of  Chateau  Lafite.  But  Bennett  was» 
never  to  chronicle,  and  the  (Chateau  Lafite  was 
never  to  flow;  Goforth  the  Philadelphia  brahmin 
found  nobody  among  his  associates  socially, 
sound  enough  to  invite  to  his  home.  'I'hc  first 
executive  retreat  was  never  convened. 
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This  elegant  think-tank  cum 
spa  cum  three-star  hotel 
cum  four-star  restaurant  in 
the  suburban  environs  of 
Paris  was  destined  to  thrive 
but  a  single,  brief,  gaudy  season. 
Les  Jardins  de  Commerce  had 
a  rooftop  pool  and  a  jazz  orches- 
tra and  an  indoor  deer  park  but 
no  meeting  rooms;  and  with 
20/20  hindsight,  critics  have  had 
a  field  day  connecting  this  archi- 
tectural detail  with  its  early 
demise.  Perhaps,  perhaps  not. 
Les  Jardins  did  have  a  mistress 
wing,  and  daily  newspapers 
spanning  the  Monarchist, 
Socialist,  Conservative  Catholic 
*and  Popular  Front  spectrum — 
and  the  7  a.m.  "Race  to  the 
Croissants,"  a  ten-mile  pre- 
breakfast  sprint  over  sporting 
roads,  with  a  running  LeMans 
start  and  the  fastest  sporting 
bolides  available.  The  Croissant 
Race  winner  was  excused  from 
all  business  affairs  for  the  day. 

Citizens  who  decried  "the  car- 
nage on  the  roads  near  Les 
Jardins"  in  the  summer  of  1937 
may  have  unwittingly  hastened 
the  institution's  end,  while  at 
the  same  time  explaining  it. 
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New  fire,  new  flair,  new  freedom  from  care!" 
Applying  the  hot  new  automotive  concept 
of  planned  obsolescence  to  the  world  of 
executive  skills,  1^1  Rancho  Atomico 
promised  to  take  in  today's  stale  and  lack- 
luster businessman  and  retool  him  overnight 
into  next  year's  exciting  model:  taller,  wider, 
with  more  power.  New  wardrobe,  new  haircut, 
new  patter. 
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Geared  to  turn  out  next  year's  executive 
paragon  by  the  thousands,  El  Rancho  embod- 
ied the  expansive  Fifties  spirit  in  every  facet — 
from  its  symboHc  Atomic  Fountain  with  recy- 
cled fluoridated  water,  to  a  shag-carpeted 
rooftop  golf  course,  atomic  barbecue,  and  the 
spectacular  "Fallout  Follies,"  the  first  A-bomb 
shelter  with  live  headline  Vegas  entertainment 
nightly.  Planned  amenities  included  a  landing 


strip  for  flying  cars  and  wall-less  "meeting  pits" 
in  lieu  of  conventional  conference  rooms. 

Alas,  El  Rancho  Atomico  fell  victim  to  the 
very  concept  that  spawned  it;  planned  obsoles- 
ence  itself  became  obsolete  before  the  project 
could  be  completed.  The  main  building  sur- 
vives today  as  El  Rancho  Olds-Hyundai  in  sub- 
urban Downey,  California. 
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J  ales  booming  in  the  aviation  craze  of  the 
day,  Ohio's  high-flying  Acme  Windsock 
Corp.  decided  to  plan  sales  strategy  for  the 
1934  business  year  in  a  startlingly  original 
yet  brilliantly  fitting  manner:  atop  the  hull 
of  the  giant  U.S  Navy  dirigible,  the  R-89 
Ashtabula,  as  it  wafted  over  the  Buckeye  State 
on  a  languid  August  afternoon. 

What  had  begun  as  a  sober  business  confab 
soon  turned  into  an  open-air  party  in  the  intoxi- 
cating ambience  of  the  empyrean,  the  revelers 


all  unaware  that  a  sunny  summer  afternoon  was 
all  too  rapidly  turning  into  clouds,  then  squalls, 
then  a  storm  front  dead  ahead. 

Last  glimpsed  early  that  evening  near 
Sandusky  and  headed  toward  Lake  Erie,  the 
Ashtabula  and  its  merrymaking  riders  were 
never  seen  agaie.  But  not  until  1938,  when  a 
stretch  of  red  cloth  exhibited  at  a  country  fair  in 
lakeside  Port  Dover,  Ontario,  as  The  World's 
Largest  Mitten  was  found  to  bear  the  faint 
imprint  "Acme,"  were  the  worst  fears  finally 
and  forever  confirmed. 
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Legendary  self-made  Arkansas  billionaire  Jed 
Snogget  did  nothing  by  the  book — perhaps 
because  he  was  illiterate.  Once  a  year,  old  Snogget 
locked  his  key  lieutenants  in  the  storeroom  of  his 
humble  plastic  furniture  factory  and  kept  them 
there  until  they  cut  the  annual  budget  by  25%  and 
devised  a  business  plan  that  Mrs.  Snogget  could 
understand.  In  1962,  Snogget's  stern  style  backfired. 
Doomed  to  spend  a  week  in  a  bare  room  with  nothing 
but  cardboard  shipping  boxes  and  a  naked  lightbulb, 
the  executive  prisoners  learned  how  to  make  dispos- 
able cardboard  furniture,  and  when  released  formed  a 
company  that  swiftly  ran  Snogget  out  of  business. iJS 


An  Elephant-Back  Safari  In 
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The  Jewel  Of  TJ 
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An  emerald  carpet  of  floodplain,  undulatinj 
rivers,  wide  lagoons.  The  water  glistens 
like  a  diamond  under  a  jeweler's  eye- 
piece. .  .Flying  low  at  1,000  feet  it's  easy 
to  see  how  the  Okavango  Delta — ^the  Jewel — 
gets  its  name. 

Last  leg  of  the  travel.  From  New  York  t 
Johannesburg  (the  nice  South  African 
Airways  stewardess  tolerating  my  mountain 
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through  Maun,  Botswana. 
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line,  but  packed  into  this  little  bush 
plane.  Beryl  Markham  seems  like  the  best 
^ guide  of  all:   ^  „ 


All  prices  aiV^HpBo.  For 

details,  see  lalfplges.  His 

iinWn  shirt,  $120,  and  shorts, 

$11,0,  by  IMen  Go  Silk.  Belt  by 

^J.qjX  by  JoseptyH^oud.  $35. 

^r  cA|||ocks  by  ^^Bwaiker 

M     Hfl^Mf  by  Hot  S^^^beather 

m        m<^Bslns  with^^Holes  by 

r         Tin^Krland.  $l^H|er  linen 

dreK  $285,  and! 

P,  $60.  by 

DKflkNecklac^ 

by  Crystal 

McoHkld  for  Adj 

Bnein.  $60. 

BraciiB^  by  Yves  1 

Mj^kaurent 
Blfblr  and 

Rive  ItiMlche.  $4| 

makeup  all  pages 

vy  Mel  Rau 

«ui;  for  Marafc  &  Associi 

■tes. 

'^Africa  is  mystn?;"  it  is  wild,  it  is  a 
sweltering  inierno;  it  is  a  photographer 't 
paradise,  a  hunter's  Valhalla,  an  escapist 
Utopia... It  is  all  these  things  but  one 
thing — it  is  never  dull."     ..  ^ 

PHODUCED  «Sb  STYLED  BY  mARK  i 
TEXT  BY  ALLISON  MOIR 

PHOTOGRAPHS  BY  NOEL  SUTHEPLAIT' 
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Touch  down  on  a  grassy  runway.  J# looks 
at  me  wide-eyed  when  a  few  dainty 
impala  bound  into  high  grass  as  we  bum 
to  a  stop.  A  troop  of  baboons — hairless 
babies  clinging  to  mother's  bellies 
(Oh,  Mama!) — scale  a  thorny  acacia  tree 
His  look  says  it:  " Jesus Africa* '* 

Engulfed  by  the  Okavango  air — hot, 
dry,  sweet-smelling. 

Not  there  yet ,  two  Ker  &  Downey 
guides  tell  us,  offering  a  cooler  of 
much-needed  beer  and  soda.  (J.'s  a 
sucker  for  a  cold  one  at  the  right 
moment.)  We  pile  into  motor  boats  for  a 
40-minute  ride  to  Shinde  Island,  ser- 
pentining through  tight  channels  cut 
from  15-foot  papyrus  blossoms  &  reeds. 

At  camp  our  bags  are  whisked  away. 
J.  &  I  are  in  number  7 — a  green  canvas 
tent  under  a  canopy  of  marula  trees. 
Our  "love  bower"  looks  out  on  the 
Shinde  River  and  grasslands,  where 
right  now  a  herd  of  30  or  so  red  lechwei 
and  their  newborns  are  feeding... 

Schedule  looks  wonderful:  the  dan- 
gerous game  we'll  track  by  jeep. 
Otherwise,  the  elephants  (  ellies,   as 
everyone  calls  them)  for  a  real  walk 
on  the  wild  side." 
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and  cotton  shirt,  $125,  by  New 
Republic  Clotliier.  Boot  soclts  by 
Gordon  Wallier  Hosiery  by  Hot  Sox. 
$10.  Boots  by  Ralpli  Lauren 
Footwear.  Eyeglasses  with  sun  clip 
by  Giorgio  Armani  Occhiali.  $300.  Her 
linen  jacket,  $365,  skirt,  $225,  cotton 
vest,  $135,  espadrilles,  $50,  and  liat, 
$60,  by  DKNY.  Necklace  by  Rokoff. 
$60.  Sunglasses  by  Mary  McFadden 
for  Renaissance.  $80.  Leather  bag, 
$1,495,  and  canvas  tote,  $180,  by 
Wathne  Ltd.  Monogram  cruiser  bag  by 
Louis  Vuitton.  $875. 
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suede  shirt.  $850,  deerskin 

1,-^sdo,  and  belt,  $185,  by 

hna  Karan  Menswear.  Cotton 

shorts  by  Henry  Cotton's.  $90. 

I    Socks  by  Gordon  Walker  Hosiery 

■h    by  Hot  Sox.  $10.  Boots  by  Edward 

^        Green.  $550.  L«u1s  Brandt  18k 

Hi    gold  watch  by  Omega.  $7,500.  Her 

.  :*    top,  $60,  suede  sarong,  $585, 

espadrillesT  $50,  ancf  scarf,  $30, 

by   DKHY.   Beads  l>y  Erickson 

«'  Beaniaa  at  Showroom  Sevea. 

^45.  Afrii^n^^H  necklace,  $60, 

aii«t"'e^rings,  ^^2^0,^*^'  Cryital 

Mi^Dciugald  for  ^d  JFinem^  > 

Credits  oppositer  see  page  104. 
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His  H^on  s|iirt,  $58,  and  long- 
slee^Mt-shirt,  $30,  by  Banana 
RepuuB  Linen/cotton  shorts  by 
Levi'^Blver  Tab.  $39.  Hiking 
boots,  $80,  and  socks,  $12,  by 
Eilesse.  Steel  and  gold  6000 
watch  by  Tag  Heuer.  $1,900.  Her 
cotton  blouse  by  Ruff  Hewn.  $52. 
Jodhpurs  by  Ralph  Lauren  Country. 
$225.  Belt  by  Paolo  Gucci,  $150, 
and  field  boots  by  Konigs,  $430, 
from  M.J.  Knoud.  Silk  safari-print 
scarf  by  Wathne  Ltd.  $95. 
Sunglasses  by  Mary  McFadden  for 
Renaissance.  $80.  Stainless  steel 
officer's  watch  by  Swiss  Army 
Brand.  $200. 
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Up,  Abu,  Up! 

We  saddle  up  at  dawn,  two  riders  and  a  mahout  per 
elephant.  Quite  a  procession  we  are — ^three  adult 
"ellies"  v;ith  six  babies  straggling  behind. 
Splashing  in  single  file  thru  swampy  floodplain, 
tiptoeing,  as  elephants  do  (if  you  can  believe 
it),  down  trodden  game  paths.  Sleek  we're  not: 
the  five  tons  of  elephant  beneath  me  max  out  at  a 
less-than-swift  3  m.p.h. 

Riding  big  Abu  is  surprisingly  similar  to  rid- 
ing a  horse.  A  very  big  horse,  "stretch  do-o-o- 
own,  Abu!"  the  mahouts  yell,  and  this  incredible 
beast  lies  down  on  his  stomach,  offering  his 
"knee"  for  me  to  step  on.  (Amazing!  I*d  always 
thought  African  elephants  couldn't  be  trained.)  I 
scramble  up  and  straddle  the  howda,  J.  climbs  up, 
then  our  mahout  gets  on  Abu's  neck,  his  legs  hid- 
den by  the  massive,  flapping  ears,  and  commands, 
"Up,  Abu,  Up!"  Abu's  front  legs 
straighten,  and  we  cling  to  the 
howda,  stuck  at  45  degrees  until 
this  puissant  pachyderm  feels  like 
standing  up.  "Up,  Abu,  Up!"... 

Higher  than  an  elephant's  eye,  I 
look  down  on  a  young  male  giraffe, 
his  tawny  face  wreathed  by  the  waxy, 
tender  mopane  leaves  that  he's  nib- 
bling. Cocking  his  head  quizzically, 
he  eyes  our  oncoming  procession  less  than  ten 
yards  from  his  picnic  spot. 

Does  he  see  me  atop  big  Abu?... 

This  is  really  a  "stealth  Safari."  On  the  back 
of  an  elephant  we  blend  with  the  wildlife.  Our 
smell  is  masked  by  the  elephant's — and  howda!  — 
and  no  noisy,  smoke-spewing  engine  to  send  ani- 
mals running.  We're  part  of  the  herd,  part  of  the 
African  landscape . . . 
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His  swim  trunkrty  Nautlca.  $^ 
Her  "Musee'^rlnt  •wlm»ul 
$500.    and    skirt,    $2%I|2J 
Hermes.  For  credits  opp^^ 
see  page  104.  .^ 

Lunch  v;aits  for  us  when  our 
slephant  procession  arrives 
at  a  200-year-old  fig  tree. 
Beside  a  hippo  watering 
b-ole,  a  table  set  with 
linen,  silver,  flowers  and 
vvine.  Chicken  sizzles  over 

n  open  fire,  spinning  rods 
lean  against  a  jeep.  A  moko- 

o  canoe  beckons  at  water's 
edge.  (This  kind  of  roughing 

t  I  can  get  used  to.) 
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We  spend  the  afternoon, 
blissfully  hot  and  lazy, 
fishing  for  bream  and  cat- 
fish, photographing  yawning 
hippos,  climbing  the  aged 
fig,  and  mastering  the 
pole-driven  mokoro.  And 
what  of  our  redoubtable 
ellies  and  mahouts?  Asleep, 
shaded  from  the  unforgiving 
midday  sun. 


^^^ 


At  twilight  we  track  a  herd  of  200  or  so  Cape 
Buffaloes— -curly-horned,  scabby,  mean-looking 
animals  that  will  attack  unprovoked.  Hearing  our 
jeep  they  run  into  a  forest  of  palm  trees,  and  we 
lose  them  for  a  while.  We've  been  reading 
Hemingway's  "The  Short  Happy  Life  Of  Francis 
Macomber"  aloud  to  each  other,  so  remembering  the 
horrific  demise  of  Francis  (dispatched  by  his 
wife  for  lack  of  grace  under  pressure),  I'm  not 
disappointed  when  our  guide  gives  up  trying  to 
find  the  buffs  for  us... 

Before  dinner,  v;e  all  gather  for  cocktails 
around  a  fire,  recounting  the  day's  sightings 
(are  we  gently  trying  to  one-up  each  other?)  and 
making  tomorrow  s  plans. 

Choices,  choices.  An  informal  lesson  in  Setswana 
and  fishing  for  yellow-  and  pink-bellied  bream 
with  Amos?  A  game  drive  with  Julius  to  find  the 
pride  of  17  lions?  A  mellow  glide  in  a  mokoro 
canoe?  A  guided  walking  safari?  The  elephants? 

We  stroll  into  the  chattering,  living  blackness 
of  the  African  night  with  a  warning  from  the  camp 
manager:  "Don't  leave  your  tent  after  10:45  v/hen 


SAFARI,  SO  GOOD 
Ker  &  Downey  Botswana  offers  the  only  elephant-back  safaris  on  the  continent. 
A  five-day  elephant-back  safari  at  Abu's  Camp  costs  $3,300  per  person,  which 
includes  accommodations  in  tented  camps  with  a  maximum  of  10  guests,  twin- 
bedded  tents  with  private  bath,  all  meals,  snacks,  drinks,  cocktails,  wine,  laun- 
dry. Malaria  pills,  though,  are  on  you. 

Ker  &  Downey  Botswana  also  runs  three  other  camps  in  the  Okavango  Delta 
and  will  customize  a  2-  to  13-night  safari  based  on  which  camps — and  terrains^ — 
you  wish  to  visit.  Similar  amenities,  including  all  intra-camp  flights,  guides, 
walking,  canoe  and  jeep  safaris,  fishing  equipment,  afternoon  tea  and  bug 
spray,  are  included.  Prices  range  from  $795-$3,995  per  person  depending  on 
length  of  safari.  Ker  &  Downey,  13201  Northwest  Freeway  Suite  850,  Houston, 
Texas  77040.  800-423-4236. 

South  African  Airways  flies  direct  from  New  York  to  Johannesburg  four  times 
weekly.  Economy  class  is  $2,460  roundtrip;  business  class  is  $5,414  (50%  off  for 
second  person);  first  class  is  $7,554  (50%  off  for  second  person).  800-722-9675. 
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His  linen  sliirt,  $175,  vest,  $250, 
sliorts,  $175,  and  Itnit  tie,  $75,  by 
Calvin  Klein  Collection.  Boot 
socks  by  Gordon  Walker  Hosiery 
by  Hot  Sox.  $10.  Suede  boots  by 
Edward  Green.  $550.  Her  linen 
dress,  $274,  and  vest,  $198,  by  CK 
Calvin  Klein.  Espadrilles  by  DKNY. 
Faux  ivory  necklace  by  Erickson 
Beamon  at  Showroom  Seven. 
$120.  Wood  bracelet  by  Yves 
Saint  Laurent  Rive  Gauche.  $380. 
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s  electricity  goes  off,"  she  says,  "Hippos 
me  through  camp  most  nights." 
'over  here,"  I  hear  Julius  whisper.  Shining 
flashlight  at  the  edge  of  the  tall  grass, 
ere,  bigger  than  a  Volkswagen  bug,  stands  a 
ppo,  munching  loudly  to  fill  his  swollen 
lly,  his  eyes  reflecting  red  in  the  light. 
on't  get  too  close,  don't  be  loud,"  Julius 
rns.  The  hippo  swings  his  massive  head  (and 
dly  small  ears)  towards  us.  Menacing?  All  I 
ow  is  I  sprint  the  10  yards  into  our  tent. 
)ne  zipper  separates  us  from  him — ^talk 
out  having  the  run  of  the  place.  Except  for 
fence  the  gov't  has  built  to  keep  cattle 
d  hoof  &  mouth  disease  out  of  the  Delta, 
ese  7»000  square  miles  belong  to  the  ani- 
ls. Moving  with  the  rains  in  December,  with 
e  floods  from  the  Okavango  River  in  Angola 
'April.  Leaving  footprints — ^massive,  tiny, 
bbed,  clawed — beside  the  tents  of  sleeping 
urists  for  them  to  find  in  the  morning. 55 
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Pa^e  94:  Breakfast  in  tent:  His  suede 
shirt,  $690,  and  J.O.E.  linen  shorts, 
$80,  by  Joseph  Abboud.  Her  shirt, 
$122,  and  leggings,  $85,  by  KORS  by 
Michael  Kors.  Sandals  by  Cole- 
Haan.  $138. 

Bucket  shower:  Swimsuit  by  Gottex 
Men.  $62.  Chronograph  2000  by  Tag 
Heuer.  $1,195. 

Game  drive:  His  shorts,  $78,  t-shirt, 
$28,  sweatshirt,  $138,  jacket,  $250, 
and  shoes,  $59,  by  Polo/Ralph 
Lauren.  Socks  by  Gordon  Walker 
Hosiery  by  Hot  Sox.  $10. 
Sunglasses  by  Beausoleil  from 
Oliver  Peoples.  $145.  Chrono  Shark 
Automatic  watch  by  Breitling. 
$1,600.  Her  jacket,  $550,  and  top, 
$130,  by  Ralph  Lauren  Country. 
Gloves  by  Hermes.  Bracelet  by 
Crystal  McDougald.  $20.  Gold 
watch  by  Omega.  $4,950. 
Solitaire:  Linen  dress  by 
KORS  by  Michael  Kors. 
$345.  Earrings  by  Crystal 
McDougald.  $20.  Bracelet 
by  Erickson  Beamon  for 
Showroom  Seven.  $30. 
Hat  by  Benetton.  $30. 

Page  99:  Walking  safari:  His 
shirt  by  the  J.  Peterman 
Company.  $83.  Breeches  by 
Paolo  Gucci  for  M.  J.  Knoud.  $165. 
Hat  by  Wathne  Ltd.  $48.  Her  silk 
blouse,  $138,  and  silver-and-gold 
bracelet,  $140,  by  the  J.  Peterman 
Company.  Jodhpurs  by  Ralph 
Lauren  Country.  $225.  Necklace, 
$125,  and  bracelet,  $90,  by  Carolee. 
Gloves  by  Wathne  Ltd.  $98. 
With  the  owl:  His  microfiber  jacket, 
$595,  and  leather  and  suede  belt, 
$179,  by  Paul  Stuart.  Cotton  shirt  by 
Tommy  Hilfiger.  $55.  Canvas  vest 
by  the  J.  Peterman  Company.  $63. 
Shorts,  $58,  and  boots,  $100,  by 
Timberland.  Formula  S  chronograph 
watch  by  Baume  &  Mercier.  $1,295. 
Her  blouse  by  Cento  X  Cento  by 
ICEBERG.  $115.  Suede  sarong  by 
Wathne  Ltd.  $450.  Earrings  by 
Rokoff.  $55.  Watch  by  Gucci 
Timepieces.  $275. 
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Ad  Finem:  Ad  Finem,  Brooklyn,  NY, 
718-852-3532. 

Banana  Republic:  All  Banana  Repub- 
lic stores. 

Baume  &  Mercier:  Shreve  &  Co.,  San 
Francisco;  Henry  Kay  Jewelers, 
Chicago;  and  Tourneau,  New  York. 

Benetton:  Select  United  Colors  of 
Benetton  stores,  800-535-4491. 

BeausoleillOliver  Peoples:  Robert  Marc 
Opticians,  New  York;  Caroline 
Strange,  Santa  Fe;  and  Oliver  Peo- 
ples, Los  Ange- 
les. 


Breitling: 
Hamra  Jew- 
elers, Scotts- 
dale,  AZ;  Billy's 
Fine  Jewelry,  Columbus,  OH;  and  C 
de  Carat,  Washington  D.C. 

Calvin  Klein  Collection:  Barneys,  New 
York;  Bergdorf  Goodman  Men,  New 
York;  and  all  Calvin  Klein  stores. 

CK  Calvin  Klein:  Linen  dress  at 
Fred  Segal,  Los  Angeles  and  select 
Lord  &  Taylor  stores.  Vest  at 
Bergdorf  Goodman,  New  York;  and 
select  Neiman  Marcus  and  Robin- 
son's stores. 

Carolee:  All  Bloomingdale's,  Macy's, 
and  Saks  Fifth  Avenue  stores. 
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Cento  X  CentojICEBERG:  Maude, 
Beverly  Hills  and  Oxygene,  Bal 
Harbor. 

Cole-Haan:  Cole-Haan  stores  nation- 
wide. 

DKNY:  All  clothing  at  Neiman  Mar- 
cus, Dillard's,  Charivari,  Nordstrom, 
Saks  Fifth  Avenue,  Macy's,  L 
Magnin,  Bloomingdale's,  Dayton's 
and  Lord  &  Taylor  stores. 
Espadrilles  at  Toby  Lerner, 
Philadelphia;  select  Nordstom  and 
all  I.  Magnin  stores.  Hat  at  Lord  & 
Taylor,  Dillard's,  Nordstrom  and 
Bergdorf  Goodman.  Scarf  at  Dil- 
lard's, Macy's  West,  Blooming- 
dale's, and  Nordstrom. 

Donna  Karan  Menswear: 
Suede  shirt  at  Bar- 
neys, New  York; 
Holt       Renfrew, 
Toronto;  and  Lib- 
erty    House, 
Hawaii.  Vest  at  Bar- 
neys,   New    York; 
Allure,  Philadelphia; 
and  Fred  Segal  Mel- 
rose Avenue,  Los 
Angeles.  Belt  at  Barneys, 
New  York;  Bergdorf  Good- 
man Men,  New  York;  and 
Louis,  Boston. 

Edward  Green:  Paul  Stuart  Madison 
Avenue,  New  York,  800-678-8278. 

Ellesse:  Paragon,  New  York  and 
select  Neiman  Marcus  and  Bloom- 
ingdale's stores,  800-ELLESSE. 

Erickson  Beamon  at  Showroom  Seven: 
Bergdorf  Goodman,  New  York;  Bar- 
neys, New  York;  and  select  Saks 
Fifth  Avenue  stores. 

Giorgio  Armani  Occhiali:  Kimbe 
Optics,  New  York;  Ideas  Optical, 
Detroit;  and  Giorgio  Armani  Bou- 
tique, Beverly  Hills. 

Go  Silk:  Louis,  Boston;  Mario's,  Port- 
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With  one  phone  call^  all  of  America  can  rest  easier. 

We  just  made  it  simple  to  find  luxurious  accommodations  almost  anywhere  from  coast  to  coaj:t  at  rates  that  are 
a  dream.  One  phone  call  can  put  you  in  touch  with  over  60  Doubletree  Hotels,  where  you'll  enjoy  impeccable  service, 
beautifully  appointed  rooms,  swimming  pools,  and  a  variety  of  dining  experiences. 

And,  everywhere  you  travel,  you'll  receive  the  kind  of  special  Doubletree  attention  diat  begins  die  very  first  night 
widi  our  welcoming  chocolate  chip  cookies.  So,  if  you're  planning  a  trip  anywhere  from  DC  to  LA,  be  sure  you  make  the 
right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 
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When  your  traveb  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


land;  and  I.  Magnin,  San  Francisco 
and  Beverly  Hills. 

GoT'fion  Walker  Hosiery  by  Hot  Sox: 
Birkenstock  Footprints,  San  Rafael, 
CA;  Charivari,  New  York;  New 
Republic  Clothier,  New  York;  Dil- 
lard's, Little  Rock;  Macy's  East;  and 
Nordstrom,  Seattle. 

Gottex  Men:  Stanley  Korshak,  Dallas; 
ail  Neiman  Marcus  and  select 
Bloomingdale's  stores. 

Gucci  Timepieces:  All  Gucci 
stores,  714-472-0900. 

Henry  Cotton's:  Richard's, 
Greenwich,  CT;  Glasgow, 
Springfield,  MO;  Garmany, 
Redback,  NJ;  and  Paul 
Puncher,  Ontario. 

Hermes:  Hermes  boutiques, 
800-441-4488,  ext.  1067. 

/.  Pe  term  an  Company:  For 
catalogue  orders  call  800- 
231-7341. 

Joseph  Abboud:  Suede  camp 
shirt  at  Joseph  Abboud/ 
Family  Britches,  Greenwich. 
CT;    Joseph    Abboud. 
Boston;  and  Bergdorf  Good- 
man Men,  New  York.  J.O.E. 
by  Joseph  Abboud  linen 
shorts  at  select  Saks  Fifth 
Avenue  and  Neiman  Marcus 
stores.   Belt  at  Joseph 
Abboud/Family  Britches,  Green- 
wich, CT;  Joseph  Abboud,  Boston; 
and  select  Saks  Fifth  Avenue  and 
Nordstrom  stores. 

KORS  by  Michael  Kors:  Polo  shirt  at 
Jimmy's,  Brooklyn;  Ruth  Meyers, 
Oklahoma  City;  and  Andiamo,  San 
Merino.  Leggings  at  Bergdorf  Good- 
man, New  York;  The  Front  Room, 
New  Orleans;  and  Gentleman's 
Quarter,  Delmar.  Halter  dress  at 
Bergdorf  Goodman,  New  York;  Gen- 
tleman's Quarter,  Delmar;  and  select 
Ann  Taylor  stores. 

Levi's  Silver  Tab:  800-USA-LEVL 


Louis  Vuitton:  All  Louis  Vuitton 
stores,  800-285-2255. 

M.  J.  Knoud:  M.J.  Knoud,  716  Madi- 
son Avenue,  New  York,  212-838- 
1434. 

Mark  Cross:  Mark  Cross  stores 
nationwide,  800-223-1678. 

Nautica:  The  Nautica  Store,  New 
York  and  Newport  Beach,  CA; 
Macy's  Northeast;  and  select  Nord- 
strom stores. 


Xew  Republic  Clothier:  New  Republic 
Clothier,  New  York;  Barneys,  Chica- 
go; and  Fred  Segal  Melrose  Avenue, 
Los  Angeles. 

Omega:  Mayor's,  Florida;  Dahne  & 
VVeinstein,  Baltimore;  and  all 
Tourneau  stores. 

Paul  Stuart:  Paul  Stuart  Madison 
Avenue  at  45th  Street,  New  ^'ork, 
800-678-8278. 

PololRalph  Lauren:  Shorts  at  Saks 
Fifth  Avenue,  New  York;  and 
Polo/Ralph  Lauren,  (Chicago  and 
Palm  Beach  Gardens.  Jacket  at  Bar- 


neys, New  York  and  Polo/Ralph 
Lauren  Beverly  Hills.  Sweatshirt  at 
Bloomingdale's  and  Barneys,  New 
York.  T-shirt  at  the  Polo  Country 
Store,  East  Hampton  and  Polo/ 
Ralph  Lauren,  Vail.  Linen  shirt  and 
suede  jacket  at  Polo/Ralph  Lauren, 
Beverly  Hills.  Most  items  available 
at  Polo/Ralph  Lauren  Madison 
Avenue,  New  York. 

Ralph  Lauren  6'o«///n'.- Jodhpurs  and 
top  at  Polo/Ralph  Lauren,  Beverly 
Hills  and  Chicago;  top  and  jacket, 
Polo/Ralph  Lauren  Madi- 
son Avenue;  jodhpurs  and 
jacket  also  at  Blooming- 
dale's, New  York. 

Renaissance  Eyewear:  Select 
Saks  Fifth  Avenue,  Neiman 
Marcus,  and  L  Magnin 
stores. 


Rokoff:  Barneys,  New  York; 
and  all  Nordstrom  and 
select  Burdines  stores. 

Ruff  Hewn:  Select  Nord- 
strom, Lord  &  Taylor  and 
Dillard's  stores. 

Swiss  Army  Brand:  800-442- 
2706. 


Tag  Heuer:  All  Tourneau 
stores. 


I'imberland:  Timberland 
•-  stores    in    New    York, 

.\niuipolis,  Boston,  and  Washington, 
DC;  Paragon,  New  York;  and  select 
Macy's  and  Dayton  Hudson's 
stores. 

Tommy  Hilfiger:  Macy's,  Blooming- 
dale's, Dillard's,  and  Lord  &  Taylor 
stores,  and  fine  specialty  shops 
nationwide. 

Wafhne  Ltd:  To  order  from,  800-942- 
1166. 

Yves  Saint  Laurent  Rive  Gauche: 
Neiman  Marcus,  Dallas;  I.  Magnin, 
Beverly  Hills;  and  Yves  Saint  Lau- 
rent Rive  (iauchc.  New  York. 
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(read  it  and  sleep) 


ssssSnore 


AND  PEACE 
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/ /^^^^ocTORS  USED  TO  Say,  'If  you  have  a  good 
"marriage,  it  will  survive  snoring,'"  says 
Dr.  Neil  B.  Kavey,  who  runs  The  Sleep 
Disorders  Center  at  Columbia-Presbyterian  Medical 
Center  in  Manhattan.  "That  is  simply  not  f rue." 

Forty-five  percent  of  all  men  over  50  snore  to  some 
degree,  and  20%  snore  so  loudly  that  the  ruckus  dis- 
turbs their  bedpartner,  according  to  the  National 
Sleep  Foundation.  The  strain  of  vocifer-  ^  _  T/f%, 
ous  slumber,  research  suggests,  can 
even  increase  the  incidence  of 
heart  problems.  /" 

Then  there's  the  more,  well,  z'  r  /^-.^if 
nagging   problem    of   the 
grumpy,  sleep-deprived    ^ 
spouse.  Ninety  percent  of    f 
loud    snorers    are    men — 
women  generally  don't  start    v 
snoring  until  after  meno- 
pause— who  are  clueless  to    ("f; 
the  racket  they  make  when 
the  soft  tissues  of  their  airway 
relax  and  their  uvula  (that  r///ng 
that  hangs  down  in  your  throat) 
vibrates.  "Snoring  causes  terrible  mar 
riage  problems  because  ^er  sleep  is  being 
disturbed,"  says  Kavey,  whose  Center  sees  some 
700  patients  annually. 

Ther£  are  some  solutions.  Stentorian  snores  can  be 
hushed' by  oral  appliances  which  look  not  unlike 
hockey  star  Mario  Lemieux's  mouthguard,  that  adjust 
the  jaw  and  tongue  positions  to  prevent  the  tissues 
from  collapsing.  Other  suggestions: 

1.  Put  the  offender  on  a  diet — extra  fat  tissue  in  the 
airway  adds  to  the  volume  of  snoring.  2.  Roll  him  on  his 
side.  3.  Watch  out  for  muscle  relaxers — alcohol  or  medi- 
cations which  cause  throat  muscles  to  relax  excessively. 
4.  Buy  a  white  noise  "machine"  to 
keep  your  ear  drums  occupied,  or 
use  earplugs. 


Snoring  can  also  be  a  symptom  of  a  far  more  serious 
problem:  sleep  apnea,  which  afflicts  3%  of  men  over 
50.  In  sleep  apnea,  the  tissues  in  the  airway  relax  so 
much  that  they  block  the  airway  completely,  causing 
the  person  to  stop  breathing  for  ten  seconds  or  longer. 
He  then  wakes  up  very  briefly  with  a  huge  snore  to  re- 
establish the  muscle  tone  in  the  airway  and  open  it 
up.  The  result  is  excessive  daytime  sleepiness. 
A  53-year-old  advertising  executive 
went  to  Dr.  Kavey's  Sleep  Center 
^   -■■  after  nearly  driving  off  a  highway 

at  10  a.m.  There,    "they  wire 
you  up  like  an  astronaut,"  he 
says,  and  observe  your  sleep. 
:   His     computer     readout, 
which  measures  every  heart- 
*    beat,  breath,  brainwave 
and  movement,  looked  like 
the    Richter   scale    gone 
beserk;  he  woke  himself  up 
once  every  40  seconds — 629 
times    altogether — with    a 
huge,  loud  snore. 
Dr.  Kavey  prescribed  a  mask  con- 
nected to  an  air  compressor  that  forces  air 
into  his  airway.  If  that  doesn't  work,  surgery 
to  remove  excess  tissue  in  the  airway  or  nose  is  the 
next  option. 

"Watch  out  for  the  attitude,  'I'm  getting  old  and 
I've  always  been  a  loud  snorer,'"  Kavey  advises. 
"Because  apnea  and  sleeping  problems  are  like 
hypertension.  They  can  creep  up  on  you." 

If  you  won't  do  it  for  yourself,  do  it  for  that  poor, 
sleepless  spouse  tossing  and  turning  next  to  you.  38 

Most  major  universities  have  sleep  centers.  Call  the 
National  Sleep  Foundation  (310-288-0466)  for  informa- 
tion. In  New  York:  the  Sleep  Disorders 
ifm^^^mviWimn-K^m  Center  at  Columbia-Presbyterian 
Medical  Center  (212-305-1860). 
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THAT'S       SHOW 


Five   decades   of   the   American   Businessman 
(andWoman)  in   film  —  BY   David   Taylor 


£ 


"The  chief  budinetfd  of  the  American  people  uf  biuine*id. " —  Calvin   Coolidge 
"There  d  no  biuined*^  like  dhow  biuinedd. " —  Irving   Berlin 

^T~/  /^  ow  does  the  movie  business  deal  with  the  business  of  business? 
IH  Just  like  it  deals  with  anything  else.  The  good  guys  win,  and  the 
C_>^  V^^ad  guys  lose.  The  hero  gets  the  girl,  and  the  villain  gets  the 
shaft.  Virtue  triumphs  over  evil.  The  variations  He  in  the  evolving  defini- 
tions of  good  and  evil.  In  1933's  The  Power  And  The  Glory,  Spencer  Tracy's 
Tom  Garner  is  destroyed  because  he  sheds  his  wife  to  marry  another 
woman.  In  1988's  Working  Girl,  Harrison  Ford  and  Melanie  Griffith  romp 
around  his  apartment  in  the  buff  and  still  make  the  big  deal.  Thank  God 
for  progress.  Decade  by  decade  the  movies  reflect  the  widest  common 
denominator  of  the  country's  dreams — not  what  reality  is,  but  what  we 
want  it  to  be — because  if  you  give  the  people  what  they  want,  they'll  buy 
your  tickets  and  your  popcorn,  and  they'll  send  their  friends  to  do  the  same. 
And  that's  what  it's  all  about,  because,  hey,  baby,  it's  show  BUSINKSS. 


David     Taylor     writes     m  o  v  i  i:  s     in     Los     A  in  o  k  l  i;  s  . 
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"I  wanted  the  power  and  the  money.. .you  wanted  to  go  fishing. 
»        — Sally   Garner  to  her  husband,   Tom. 


STARRING:  Spencer  Tracy, 

Colleen  Moore,  Ralph  Morgan, 

Helen  Vincent. 

PRODUCED  BY 

Jesse  Lansky. 

WRITTEN  BY 

Preston  Sturges. 

DIRECTED  BY 

William  K.  Howard. 


//t's  the  Depression.  The  country's 
L/leconomy  is  in  the  toilet.  You  can't 
C^walk  down  Wall  Street  without  get- 
ting hit  by  a  jumping  stockbroker. 
Somebody's  got  to  take  the  rap. 

Spencer  Tracy's  Tom  Garner  is  the 
president  of  The  Chicago  &  Great 
Western  Railroad.  He's  a  cheerful  stock 
manipulator,  a  happy  takeover  artist,  a 
financial  pirate  unfettered  by  the 
niceties  of  law  or  common  business 
practice.  Like  Big  Business  in  the 
Twenties,  Tom  is  having  a  hell  of  a  lot 
of  fun.  Then  he  meets  his  Black 
Tuesday,  Eve  Borden,  the  26-year-old 
daughter  of  an  industrialist  who  pimps  her 
to  Tom  in  hopes  of  keeping  his  job. 

This  isn't  the  Eighties,  where  phi- 
landering gets  you  a  social  disease  and 
heavy  alimony  payments.  This  is  the 


Thirties.  The  Movie  Production  Code 
governs  Hollywood:  "The  sympathy  of 
the  audience  should  never  be  thrown  to 
the  side  of  crime,  wrongdoing,  evil,  or 
sin."  Transgression  gets  you  RETRI- 
BUTION. YOU  WILL  PAY! 

And  pay  Tom  does.  The  Gods  keep 
picking  him  up  to  knock  him  down.  His 
son  Tommy  gets  thrown  out  of  Yale  for 
drinking. ..but  Tom  faces  down  the 
wide-eyed  Wobbly  who  leads  his  work- 
ers out  on  strike.  His  men  cheer 
him. ..but  they  stay  out  on  strike,  and 
406  of  them  get  killed  by  the  cops.  His 
new  wife  presents  him  with  a  beautiful 
baby,  but  it's  his  son  Tommy's.  The 
movie  ends  in  despair,  recrimination, 
and  a  welter  of  blood. 

Lighten  up,  Hollywood.  Prosperity  is 
just  around  the  corner. 
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'*What  are  you  running,  a  budineds  or  a  charity  ward?"—  Henry  Potter. 


'946 


ST  A  R  R I NG:  James  Stewart, 

Hen/y  Trovers,  Donna  Reed, 

Lionel  Barrymore. 

PRODUCED  AND 
DIRECTED  BY 

Frank  Capra. 
WRITTEN  BY 

Frances  Goodrich,  Albert 
Hackett,  Frank  Capra. 


/Yt  is  1946  and  the  economy,  yanked 
L/ 1  from  the  Depression  by  the  indus- 
C^trial  urgency  of  a  World  War,  is 
about  to  boom.  In  Hollywood  Frank 
Capra  defines  American  business 
through  the  conflict  between  Jimmy 
Stewart's  George  Bailey  and  Lione'l 
Barr^'more's  Henry  Potter. 

George  Bailey  is  Frank  Capra's  busi- 
nessman ideal — tough,  honest,  witty, 
sexy,  frugal  yet  generous.  No  Charles 
Keating,  he  is  consistently  selfless  in  his 
dealings  with  the  "little  people"  who 
make  up  the  clientele  of  The  Bailey 
Building  &  Loan  Company.  If  he  wasn't 
Jimmy  Stewart,  he'd  be  insufferable. 

Henry  Potter,  "the  meanest  man  in 
Bedford  Falls,"  is  monolithic,  conscience- 
less Big  Business  in  a  wing  collar,  with  a 
bust  of  Napoleon  at  his  elbow.  He 
hungers  to  own  everything  in  town,  and 
to  hell  with  any  "garlic  eaters"  who  fall 
under  his  wheels.  The  onlv  business  he 


does  not  control  is  George  Bailey's,  and 
that  gnaws  his  liver.  He  drives  George  to 
the  brink  of  suicide  to  get  it. 

God,  represented  by  an  animated 
blob  of  chewing  gum  set  against  the 
blackness  of  space,  sends  an  angel  to 
show  George  what  life  would  be  like  if 
the  Potters  of  the  world  won.  Bedford 
Falls  would  be  a  town  of  honky  tonks, 
hookers  and  lousy  manners,  rather  like 
New  York  today. 

This  is  Capra's  tribute  to  the 
American  small  businessman's  victory 
over  the  forces  of  heartless  money-grub- 
bing. Good-hearted  money-grubbing  is 
fine.  George's  friend  Sam  Wanamaker 
invests  in  plastics,  becomes  a  multi-mil- 
lionaire, and  is  there  to  help  George  in 
his  time  of  need.  Plastics — a  word  that 
will  resonate  through  the  next  25  years  of 
movie-making,  and  culminate  in  that 
famous  one  word  of  career  advice  to 
Dustin  Hoffman  in  The  Graduate. 
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'*I  can't  make  that  meeting.  My  don  ha*f  a  Little  League  game. 

—  Don  Walling. 


STARRINI5:  William  Holde?i, 

June  Ally  son,  Barbara 

Stanwyck,  Fredric  March, 

Walter  Pidgeon,  Shelley  Winters, 

Louis  Calhern,  Dean  J  agger. 

PRODUCED  BY 

John  Houseman. 

WRITTEN  BY 

Ernest  Lehman.  From  the 

novel  by  Cameron  Hawley. 

DIRECTED  BY 

Robert  Wise. 


/Yt's  1954,  and  America  is  muscular 
^Iwith  prosperity.  America  is  busi- 
C_>^ness,  and  business  is  America, 
according  to  Robert  Wise  and  his  writer, 
Ernest  Lehman.  The  executive  suite  of 
the  Treadway  Company  is  baronial  in  its 
splendor,  the  conference  rooms  vast 
enough  for  polo.  But  the  top  suite  is 
empty.  "Sic  transit  gloria  mundi."  Mr. 
Bullard  has  died.  Bullard,  who  pulled 
Treadway   out   of  the    Depression, 
assumed  "dictatorial  powers,"  and  drove 
the  company  to  the  pinnacle  of  success. 
(Do  we  detect  the  ghost  of  FDR  drag- 
ging chains  through  this  movie.^) 

Which  vice  president  will  succeed  to 
the  top  .^oor.^  Fredric  March's  sweaty- 
palmed,  bottom  line,  blackmailing,  back- 


stairs manipulator.?  Paul  Douglas's  glad- 
handing,  weak-willed,  secretary-jumping 
salesman.'^  Dean  Jagger's  old-line  produc- 
tion man,  caught  in  the  past,  scared  of 
the  future.?  Walter  Pidgeon's  elegant, 
perennial  second  banana.?  Or  William 
Holden's  Don  Walling,  married  to  the 
most  adorable,  supportive,  strong-yet- 
knows-her-place-is-in-t he-home  June 
AUyson,  with  a  son  who  pitches  Little 
League.?  Don  Walling,  who  loves  to  get 
his  hands  dirty  with  the  working  man  on 
the  production  floor,  who  has  a  clear- 
eyed  vision  of  a  tomorrow  built  on  a  qual- 
ity product,  hard  work,  and  honesty.?  Who 
will  lead  Treadway/America — America/ 
Treadway  into  its  golden  future.? 
Take  a  wild  guess. 
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"Money  i^  a  byproduct." —\^\r\\x&   Larrabee 


SB 


STARRING:  Humphrey 
Bogarf,  Audrey  Hepburn, 

William  Ho  Men. 

WRITTEN   FOR  THE 

SCREEN  BY 

Billy  Wilder,  Samuel  Taylor, 

and  Ernest  Lehman. 

PRODUCED  AND 

DIRECTED  BY 

Bilh  Wilder. 


usinessmen  are  the  aristocracy  of 
the  American  Fifties,  and  the 
Larrabee  family  is  Royalty.  They 
live  on  an  estate  in  Oyster  Bay  with  a  ser- 
vant for  evers"  need,  and  Sabrina  growing 
from  ugly  duckling  to  swan  in  the  chauf- 
feur's quarters  over  the  garage.  It's  as 
close  as  you  can  get  to  heaven  and  still 
commute  to  New  York.  Linus  Larrabee 
is  the  Chairman  of  the  Board  of  Larrabee 
Industries,  a  vertically  integrated  compa- 
ny of  immense  wealth  and  power.  A 
Linus  Larrabee  memo  can  cause  60 
tankers  to  sail.  He  can  have  a  factory 
built  on  a  phone  call,  a  "20  million  dollar 
merger"  started  on  a  whim.  (Forget  that 
we  pay  mediocre  ballplayers  that  much 
today.  These  were  1954  dollars.) 
Nothing  is  beyond  his  grasp. 

And  what's  he  reaching  for  now.^  Plas- 
tics, long  before  that  became  a  dirty 
word.  Plastics,  the  crvstallization  of  the 


optimism  of  the  Fifties,  a  miracle  prod- 
uct for  a  miraculous  time.  Why  does  he 
want  it.'  For  the  millions  it  will  reap.' 
"What's  at  the  end  of  a  million.'  Zero, 
zero,  zero. ..nothing,  with  a  hole  in  it." 
For  the  power.'  "Power's  just  a  word." 
No.  For  what  it  will  build.  "A  new  prod- 
uct's been  found.  A  new  business  grows 
up.  A  factory  gets  built.  People  who 
never  saw  a  dime  before  suddenly  have  a 
dollar.  And  barefooted  kids  wear  shoes 
and  have  their  teeth  fixed  and  their  faces 
washed."  Hospitals  get  built,  libraries, 
baseball  diamonds,  and  there'll  be 
"movies  on  a  Saturday  night." 

Linus  Larrabee,  played  by  Bogie  with 
a  hint  of  hardcase  gunsmoke,  is  strong 
enough  to  build  empires,  sensitive 
enough  to  fall  in  love  with  Sabrina,  the 
chauffeur's  daughter,  and  romantic 
enough  to  sail  to  Paris  with  her  on  the  Lib- 
erte.  God,  the  Fifties.  Let's  get  them  back. 
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"Pleoje,  no  culture,  jtut ca^h. ''— C.R.   MacNamara 


ST  A  R  R I N  G:  James  Cagney, 

Horst  Buchholz,  Pamela  Tiffen, 

Arlene  Francis. 

WRITTEN     BY 

Billy  Wilder  and  I. A.L. 

Diamond.  Based  on  a  play  by 

Ferenc  Molnar. 

PRODUCED  AND 

DIRECTED  BY 

Billy  Wilder. 


eagney,  Commies,  the  Cold  War,  and 
Coca-Cola.  In  the  most  prescient 
movie  of  the  second  half  of  the  cen- 
tury, C.R.  MacNamara,  Coca-Cola's  man 
in  Berlin,  shows  us  what  we  now  know  to 
be  true.  Beneath  the  cruddy  Khrushchev 
suit  of  every  Lenin-loving  Red  beats  the 
heart  of  a  capitalist  yearning  to  be  free. 

C.R.  has  heart  complications  too.  He 
ignores  his  wife,  never  speaks  to  his  chil- 
dren, runs  his  German  office  staff  with 
the  intractable  will  of  an  SS  colonel  (to 
the  staffs  delight),  and  spends  too  many 
evenings  away  from  home  fondling  his 
secretary's  spectacular  umlauts.  His 
boss's  bubbleheaded  daughter,  left  in  his 
care,  has  fallen  in  love  with  and  married 
an  East  German  named  Piffl.  No  prob- 
lem. Get  him  arrested  by  the  Vopos  as  an 


American  spy.  But  she's  pregnant.  No 
problem,  a  few  judicious  bribes  and  he's 
back  on  the  street.  But  C.R.'s  boss  is 
arriving,  and  he  hates  Commies.  No 
problem.  C.R.  MacNamara  is  a  guy  who 
CAN  GET  IT  DONE.  In  15  minutes  he 
hoses  away  25  years  of  indoctrination, 
and  turns  a  shaggy-haired,  Marx-spout- 
ing, underwear-lacking,  anti-capitalist 
into  a  morning-coated,  bowler-hatted, 
umbrella-toting  aristocrat  with  a  firm 
grasp  of  market  strategy  and  an  instinct 
for  disciplining  servants. 

Billy  Wilder  knew  it  way  back  when: 
get  those  striped  pants,  bumbling,  proto- 
col preaching,  dim-witted  diplomats  out 
of  the  way,  and  the  American  business- 
man would  have  hammered  the  Iron 
Curtain  to  bottle  caps  by  1962. 


FYI 


FORBES  113 


'A  dccretary  u  not  a  toy."  —  fAr .   Blgley 


How  To 
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STARRING:  Ro^e/r  Morse, 

Michele  Lee,  Rudy  Vallee. 
MUSIC  AND  LYRICS  BY 
Frank  Loesser.  From  the  play 

by  Abe  Burrows,  Jack 

Weinstock  and  Willie  Gilbert. 

WRITTEN,  PRODUCED, 

AND  DIRECTED  BY 

David  Swift. 


t  /^his  cotton  candy  confection  cele- 
\  brates  the  moment  when  America 
C_^  fell  in  love  with  the  idea  of 
"instant" — instant  coffee,  instant  orange 
juice,  instant  cocoa,  instant  photographs. 
Why  not  an  instant  business  career?  Just 
add  ambition,  and  stir. 

Robert  Morse's  J.  Pierpont  Finch 
romps  through  the  Worldwide  Wicket 
Company  looking  like  a  gap-toothed, 
demented  chipmunk.  He  zooms  from 
window  washer  to  president  in  less  than 
a  month  by  trickery,  chance,  smarm,  and 
powerful  suck,  skills  not  taught  at  Whar- 
ton and  The  B  School.  Rudy  Vallee's  Mr. 
Bigley,  the  president  Finch  displaces,  is 
a  befuddled  old  pussycat  who  spends  his 


time  appeasing  his  nagging  wife  on  one 
hand  and  squeezing  his  bronze-haired, 
pneumatic,  cigarette  girl/bimbo  with  the 
other.  The  business  of  business  gets 
short  shrift. 

The  executives  of  Worldwide  Wicket 
are  cheerful  toadies  who  follow  their 
superiors  around  in  lockstep  agreeing 
with  everything  they  say,  and  stab  their 
peers  in  the  back  in  hopes  of  getting 
ahead.  Finch's  only  moment  of  flop  sweat 
anxiety  comes  when  he  is  called  upon  to 
come  up  with  an  idea.  He  saves  his  skin 
by  shanghaiing  someone  else's  notion. 

In  a  just  world,  Worldwide  Wicket 
would  be  taken  over,  stripped  of  its 
assets,  and  sold  for  cash. 
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"/  have  deen  the  face  of  God.  "—Howard   Beale 
'l^ou  may  be  right."  —\rt\i Mr   Jensen 


STARRING: 

Faye  Dunaway, 

William  Holden,  Peter 

Finch,  Robert  Duvall. 

PRODUCED  BY 

Howard  Gottfried. 

WRITTEN  BY 

Paddy  Chayevsky. 

DIRECTED  BY 

Sidney  Lumet. 


america  post-Vietnam,  post-Water- 
gate, post-Patty  Hearst,  post-revo- 
lution. Recession.  Limbo. 
Nowhere.  All  the  ancient  idols  have 
revealed  their  feet  of  clay.  America's 
moral  compass  needle  swings  wildly 
seeking  the  lost  magnetic  north. 

Paddy  Chayevsky  and  Sidney  Lumet 
tap  into  that  rotten  heart  meat  and  listen 
to  the  crazed  tachycardia  of  UBS  TV,  and 
of  CCA,  the  conglomerate  that  owns  it. 
High  ratings  produce  big  bucks.  Nothing 
else  matters.  Faye  Dunaway's  Diana 
Christianson,  vice  president  in  charge  of 
programming,  is  the  ratings  witch,  all 
high  cheekbones,  elegant  tailoring,  and 
stainless  steel  ambition.  Everything  she 
touches  turns  to  a  42  share.  She  even 
talks  ratings  as  she  squirms  to  a  squeaky 


orgasm  on  top  of  William  Holden's  Max 
Shumacher.  Poor  Max.  He's  a  dinosaur. 
He  has  ethics.  Fire  him. 

The  epiphany,  secular  and  holy,  is 
Arthur  Jensen's  (Ned  Beatty)  speech  to 
Howard  Beale,  the  Mad  Prophet  Of  the 
Airwaves.  Jensen  is  the  chairman  of 
CCA.  And  the  chilling  message:  there  are 
no  nations.  There  is  no  America.  There 
is  no  democracy.  There  is  only  IBM  and 
ITT,  AT&T  and  Du  Pont,  Union  Car- 
bide and  Exxon-"one  holistic  system, 
one  vast,  interwoven,  interacting,  multi- 
variant,  multinational  dominion  of  dol- 
lars, petrodollars,  multidollars,  Reichs- 
marks,  rubles,  pounds,  and  shekels." 

Howard  Beale's  ratings  are  slipping. 
What  to  do.^  Kill  him.  Nothing  personal. 
It's  a  business  decision. 
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"Letd  raUe  the  ^perm  count  on  thU  deal.  "—Gordon   Gekko. 


STARRING:  Michael 

Douglas,  Charlie  Sheen,  Daryl 

Hannah,  Martin  Sheen. 

PRODUCED  BY 

Edward  R.  Pressman. 

WRITTEN  BY 

Stanley  Weiserand 

Oliver  Stone. 

DIRECTED  BY 

Oliver  Stone. 
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/Y'^'s  the  Eighties,  baby.  The  Gipper's 
^lin  the  White  House.  The  bull  mar- 
C-^' ket  is  snorting  across  the  financial 
landscape  with  blood  in  its  eye  pushing 
the  Dow  past  2,000.  The  American  busi- 
nessman is  swollen  with  testosterone, 
and  Gordon  Gekko  stalks  Wall  Street 
like. ..well,  like  Ivan  Boesky. 

Gordon  Gekko — "Greed  is  good. 
Greed  is  right.  Greed  works.  Greed  will 
not  only  save  Teldar  Paper,  [the  object  of 
his  takeover  attempt]  but  that  other  mal- 
functioning corporation  called  the  Unit- 
ed States  of  America." 

Business,  according  to  Oliver  Stone's 
Mr.  Gekko,  is  war.  Anything  goes:  hook- 
ers, cocaine,  espionage  and  theft.  Young 
Bud  Fox,  an  account  executive  at  a  churn- 
and-burn  stock  brokerage,  is  jerked  into 
this  orbit.  He  wants  what  Gekko  wants — 

FYI 


everything,  NOW.  The  hell  with  Hal 
Holbrook's  calls  to  reason  and  morality, 
"There  are  no  shortcuts.  The  quick-buck 
artists  come  and  go."  Please,  what  can  this 
has-been  possibly  know  about  Daryl  Han- 
nah, and  penthouse  apartments,  and 
sushi,  about  owning  your  own  jet,  about 
being  "liquid,  a  player,  not  some  $400,000 
a  year  Wall  Street  working  stiff'.'' 

But  the  voice  of  ethical  responsibility 
continues  to  sound  counterpoint  beneath 
the  roar  of  Gckko's  artillery.  Build  sonic- 
thing.  Don't  just  despoil.  Produce.  Add. 
In  the  end,  young  Bud  Fox  hears  it  and  is 
saved.  He  turns  back  towards  the  light, 
and  Cickko  is  doomed  like  the  other  big 
lizards. 

So,  the  Eighties  are  gone,  thank  (lod, 
but.. .it  did  sure  look  like  Gordon  (Jekko 
was  having  fun. 
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STARRING: 

Harrison  Ford,  Sigoumey 

Weaver,  Melanie  Griffith. 

PRODUCED  BY 

Doug  Wick. 
WRITTEN  BY 

Kevin  Wade. 

DIRECTED  BY 

Mike  Nichols. 


"Dim  tfutn,  Te^d.  I  like  it,  contributionwLte. ''— Katherine    Parker. 

*^You  want  to  be  taken  derioiuly,  you  need  derioiu  hair." 

-  Tess  McGill. 


(JV  /^  ollywood's  angle  on  the  distaff 
1*1  side  of  the  corporate  zoo  is 
t^  V^skewed  through  the  male  lens. 
Sigourney  Weaver's  Katherine  Parker  is 
the  smiling  cobra  of  the  Mergers  and 
Acquisitions  Department  who  would 
suck  your  bone  marrow  to  make  a  deal. 
Her  most  seductive  bedroom  line  is, 
"Let's  merge."  Very  scary.  Her  secre- 
tary, Melanie  Griffith's  Tess  McGill,  is 
made  of  different  stuff:  sensitive  tough- 
ness, innocent  ambition,  Cinderella  in 
great  black  foundation  garments.  Harrison 
Ford's  Jack  Trainer,  Prince  Charming  of 
this  fable,  is  everything  the  corporate 
woman  wants.  He  is  provocatively 
scarred,  romantically  ardent,  gentlemanly 
restrained,  and  capable  of  working  36- 
hour  days  to  put  together  a  deal. 

So  can  a  girl  with  a  night  school 


degree  and  a  Staten  Island  accent  get  out 
of  the  secretarial  pool  and  into  the  corner 
office.^  Sure.  Big  Business  is  very  demo- 
cratic as  long  as  you're  ambitious,  hard- 
working, and  blonde.  First,  get  access  to 
your  boss's  Rolodex,  calendar,  apart- 
ment, clothes,  perfume,  and  jewels,  and 
do  the  Cinderella  makeover.  Then  pitch 
a  merger  on  the  dance  floor  with  the 
principal  in  your  arms.  Rarely  do  men 
make  this  tactic  work.  And  where  does  a 
girl  get  the  seminal  idea  for  a  deal  like 
this.^  From  M^and  Suzy's  column,  of 
course.  Gordon  Gekko,  would  you  ever 
have  thought  of  that.'' 

So  the  Eighties  are  over,  and  the 
Nineties  are  just  getting  up  to  speed. 
What's  in  store  for  business.''  Who  are  we 
and  where  are  we  going.''  Check  you  local 
listings  for  a  theater  near  you.® 
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By  Amy  Lumht  and  Jenny  Landey 


J^> 


//2//^^/2'^.  It's  such  an  exciting  time.  It's  the  season 
when  all  those  lovely  yachts  get  rolled  out  of  the  shed  and 
plopped  into  the  water.  With  this  aquatic  theme  in  mind,  we 
felt  that  a  seafood  meal  would  be  appropriate.  We  tried  to 
make  it  to  the  market  this  month,  but  despite  our  best 
efforts  to  shop  for  ourselves,  we  failed. 

Overnight  mail  is  truly  our  best  friend.  We  wanted  a  sump- 
tuous repast,  and  we  wanted  to  do  as  little  work  as  possible. 
We  began  our  vernal  meal  with  a  piping  hot  New  England 
clam  chowder  in  delicious  sourdough  bread.  Joe's  stone 
crabs  and  a  serious  filet  mignon  followed — served  with 
Tomato  Barquette  and  Vegetables  Provengal  (fresh  vegeta- 
bles really  beat  those  nasty  cold- weather  blahs).  Key  lime 
pie  closed  the  deal.  Our  friends  were  so  impressed. 


Clam  Chowder 

We  know  very  few  men  who  are  sat- 
isfied by,  or  even  approve  of,  two 
teensy  asparagus  sticks  with  a  gar- 
nish that  thisy're  not  even  sure  is  safe 
to  eat.  Anil  where,  dites-nous,  is  it 
written  that  soup  and  bread  need  to 
be  eaten  separately?  The  Fisher- 
man's Wharf  Classic  is  about  as 
macho  an  appetizer  as  you  can  get. 
We're  talking  big  food.  Imagine  a 
piping  hot.chowder  served  in  a 
crusty  sourdough  bowl.  This  course 
makes  up  for  all  the  times  Nanny 
told  you  not  to  play  with  your  food. 
Now  you  get  to  eat  your  own  dish. 
The  box  arrived  with  four  giant 


sourdough  loaves,  which,  in  the  new 
spirit  of  European  unity,  were 
labeled  "Luigi's  Sourdough  French 
Bread."  Luigi  the  "Frenchman"  sent 
us  these  vast  brown'n'serve  rolls. 
Nestled  with  the  loaves  were  the 
fishes — in  a  tin  called  "Jake's  World 
Famous  Clam  Chowder."  Jake  is 
very,  very  strict.  (We  love  that  in  a 
man.)  The  instructions  on  the  can 
say  that  one  must  "adhere  to  the  fol- 
lowing recipe."  For  each  can  of 
chowder,  pour  in  one  can  of  whole 
milk  and  one  tablespoon  of  butter. 
Yum.  The  routine  is  as  easy  as  pie — 
r.ollow  out  the  loaves  and  toss  them 
in  the  oven.  Then  fill  the  scooped- 


out  part  with  the  hot  clam  chowder. 

This  dish  won  kudos  from  a  noted 
chowder  expert  friend  of  ours.  His 
approval  even  went  so  far  as  retrieving 
the  can  from  the  garbage  so  he  could 
write  down  the  ingredients.  The  truly 
great  thing  about  the  Fisherman's 
Wharf  Classic  is  that  the  bread  passes 
the  sogginess  test.  You  can  pick  the 
whole  thing  up  like  a  gourd;  three  or 
four  helpings  of  chowder  staying  neat- 
ly ensconced  in  its  sourdough  casing. 
The  really  fun  part,  the  noted  chow- 
der expert  said,  is  descending  into  the 
lip  of  the  volcano  and  swiping  the  sat- 
urated bread  inside. 

But  eating  the  bowl  at  the  end  was 
the  most  fun.  How  Luigi  manages  to 
bake  a  bread  that  stays  soft  on  the 
inside  and  crisp  on  the  outside  is  not 
our  concern.  The  only  problem  is  that 
this  course  is  so  good,  you  have  to 
force  yourself  to  eat  only  one  bowl. 
After  all,  this  meal  has  just  begun. 

SUSAN  GREEN'S 

CALIFORNIA  CUISINE 

3501  Taylor  Drive,  P.O.  Box  8505 

Ukiah,  CA  95482-8505 

Phone:  800-753-8558. 

Fax:  707-463-5512. 

Price:  Four  8-oz.  loaves  and  two  15- 

oz.  cans  of  chowder,  $24.95. 

Overnight  shipping  available. 

Stone  Crabs 

We  wanted  our  Spring  Surf  and  Turf 
to  be  different  from  your  usual  sword- 
fish-sirloin  combo.  Besides,  consider- 
ing that  swordfish  and  corn  are  proba- 
bly all  you'll  be  served  this  summer, 
we  knew  you  would  want  something 
different.  Being  big  eaters,  we 
ordered  both  the  medium-  and  the 
large-sized  claws  from  Joe's  Take- 
Away — a  division  of  the  world-famous 
Joe's  Stone  Crab  Restaurant  estab- 
lished by  Joe  Weiss  in  Miami  Beach  in 
1913.  This  is  the  cool  part:  the  crabs 
come  cooked  and  complete  with  an 
illustrated  diagram,  instructions  on 
cracking  (nice  for  those  of  you  whose 
secretaries  have  been  doing  everything 
for  you  for  the  past  20  years),  and  a 
toll-free  hotline  for  those  with  urgent 
crab  questions.  You  can  pound  out 
your  aggressions  by  ordering  an  offi- 
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cial  Joe's  Stone  Crab  Mallet  for  $10. 

If  Bacchus  {our  favorite  deity)  had 
to  pick,  his  favorite  offering  from  the 
sea,  it  would  definitely  be  the  stone 
crab.  Each  claw  is  as  meaty  as  a  lob- 
ster tail.  Its  consistency  is  aphrodisia- 
cal,  and  after  drug  dealers'  landing 
strips,  the  claws  are  South  Florida's 
best-kept  secret. 

Joe's  Take-Away  stone  crabs  are 
fresh,  packed  in  wet  ice  and  deliv- 
ered within  24  hours.  Due  to  the 
perishable  nature  of  seafood,  the 
crabs  must  be  popped  in  the  fridge 
at  once  and  eaten  by  the  next  day  at 
the  latest.  Our  favorite  instruction 
from  Joe's  was  this:  "Please  note: 
when  biting  into  the  pincer  section, 
there  is  membrane  inside  the  meat, 
so  treat  it  as  if  it  were  an  artichoke." 

We  served  our  Surf  with  Joe's 
Mustard  Sauce  (included)  and  fresh- 
ly squeezed  lemon.  Divine. 

JOE'S  TAKE-AWAY 
227  Biscay  ne  Street 
Miami  Beach,  FL  33139 
Phone:  800-780-CRAB  or 
305-673-4611. 

Price:  Large  claws:  $23.95  for  a 
more  than  generous  portion.  Medi- 
um claws:  $14.95.  All  orders  include 
sauce.  Each  box  holds  up  to  six 
orders  of  either  size  claw. 
Overnight  shipping  required.  $36 
additional  charge. 

Filet  Mionon 

The  Turf  portion  of  our  entree  came 
from  the  very  macho-sounding 
Burgers'  Smokehouse  in  California, 
Missouri.  (That's  right — Missouri.) 
What  sold  us  on  the  tender  1^/4-inch- 
thick  filets  mignons  was  the  picture  of 
Harry  Truman  presenting  the  Grand 
Championship  to  the  Main  Meatman 
himself,  Morris  Burger,  at  the  1955 
Missouri  State  Fair.  Besides,  if  "Give- 
'em-Hell"  Harry  liked  Burgers' 
Smokehouse,  it's  good  enough  for 
us — even  if  he  was  a  Democrat. 

The  filets  were  terrific.  They're 
aged  for  28  days,  flash-frozen  and 
wrapped  in  hickory-smoked,  coun- 
try-cured bacon. 

We,  as  women,  made  use  of  the 
pamphlet  that  came  with  the  order. 


fl 


Burgers'  Smokehouse  obviously  rec- 
ognizes the  fact  that  not  all  carni- 
vores were  Eagle  Scouts — they  even 
tell  you  how  to  build  a  fire.  We 
broiled  them  under  a  low  to  medium 
flame  for  8-10  minutes.  They  were 
pink  and  moist  with  the  crisp  bacon 
sealing  in  the  juice.  You,  being  men,^ 
will  probably  prefer  to  do  what  all 
men  seem  to  inexplicably  like.  Put 
the  meat  on  the  barbecue  and  stand 
around  in  a  group  and  watch  it. 
Whatever  makes  you  happy. 

BURGERS'  SMOKEHOUSE 

Highway  87  South 

California,  MO  65018 

Phone:  800-624-5426. 

Fax:  314-796-3137. 

Price:  Six  8-oz.  iy4-inch-thick  filets 

mignons,  $81  (includes  charge  for 

2nd  day  delivery). 

Overnight  shipping  available. 

Vegetables 

Usually  vegetables  are  the  punish- 
ment course,  the  due  bill  for  eating 
an  evil  meat  meal.  The  vegetable 
selections  from  Grace's  Marketplace 
in  New  York,  though,  were  not  only 
a  treat,  but  were  disguised  to  look 
meat-like.  We  ordered  Tomato  Bar- 
quette,  which  behaved  like  a  chick- 
en as  it  was  to  be  both  stuffed  and 
tossed  in  the  oven;  and  Vegetables 
Proven9al — slices  of  potatoes,  zuc- 
chini, and  tomato  marinated  in  extra 
virgin  (does  that  mean  you  can't  get 
the  bottle  open.^)  olive  oil  with 
oregano,  salt,  pepper,  Italian  parsley 
and  garlic.  The  slices  resemble  an 
arrangement  of  cold  cuts,  so  there  is 
nothing  that  shouts,  "I  AM  A  VEG- 
ETABLE AND  YOU  WERE 
MADE  TO  EAT  ME  WHEN  YOU 
WERE  YOUNG,"  at  you. 

We  called  Grace  to  ask  her  opin- 
ion of  what  would  go  well  with  our 
spring  meal,  and  she  was  full  of 
ideas.  Dealing  with  Grace's  is  a  joy 
due  to  the  personalized  service  (her 
daughter  Dina  was  a  big  help),  and 
the  catering  department  sent  over  a 
beautifully  wrapped  package.  The 
Tomato  Barquette  was  tres  simple. 
The  handwritten  cooking  instruc- 
tions read:  "To  cook  the  tomato,  fill 


it  first  with  the  cream  spinach  mix- 
ture (we  know,  we  know,  but  trust 
us,  OK.''),  sprinkle  with  Parmesan 
(fresh  grated  and  supplied),  and 
bake  at  425  degrees  for  5-7  minutes. 
Serve  immediately."  And  that's  the 
point,  isn't  it.^*  The  Vegetables 
Provengal  are  just  as  good  and  just 
as  easy.  They  arrived  in  their  foil 
dish,  alternating  slices  looking  very 
pretty,  which  we  heated  up  (also 
good  cold)  for  ten  minutes  at  350 
degrees. 

GRACE'S  MARKETPLACE 
1237  Third  Avenue 
N^York,  NY  10021 
Phone:  212-737-0600  (ask  for  the 
catering  department  at  x219). 
Price:  Tomato  Barquette:  1  lb,  $7. 
Vegetables  Provencal:  1  lb,  $8. 
Overnight  shipping  available. 

Key  Lime  Pie 

We  decided  to  remain  with  our  Gulf 
Stream  theme  for  dessert.  Such  nice 
things — ^jets  and  stone  crabs.  Lucki- 
ly, easily,  beautifully,  the  best  key 
lime  pie  on  the  East  Coast  is  from, 
you  guessed  it — Joe's  Take-Away 
again.  It  turned  out  to  be  the  most 
sublime  key  lime  pie  we  had  ever 
sampled.  Seriously.  We  were  pie 
high. 

The  key  lime  pies,  created  by 
owner  Jo  Ann  Bass,  are  made  from  a 
secret,  closely  guarded  recipe.  The 
pie  arrived  in  a  Styrofoam  cooler, 
taking  only  minutes  to  thaw.  The 
tart  lime  flavor  was  the  perfect  com- 
pliment to  our  Surf  and  Turf.  It's 
like  eating  sherbet  after  a  rich 
meal — you  want  something  tangy 
and  cooling.  This,  with  its  graham 
cracker  crust,  be  it. 

JOE'S  TAKE-AWAY 

227  Biscay  ne  Street 

Miami  Beach,  FL  33139 

Phone:  800-780-CRAB  or 

305-673-4611. 

Price:  one  pie,  $18. 

Overnight  shipping  required.  $36 

additional  charge. iD 

Amy  Lumkt  anc/ ]\iUN\  Lani)i:v  are 
New  York-based  writers. 
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Gems  of  the  British  Isles 


Have  you  savored  the  England  oj  today?  The  Scotland  and  Ireland  oj  the 
bountiful  British  Isles?  Or,  like  so  many  driven  executives,  have  you  let  your 
busy  schedule  keep  you  tethered  to  London  on  your  various  business  trips? 
Noiv  you  can  discover  Britain  and  Ireland... whether  you  have  an  extra  day, 
long  weekend  or  week  to  explore  the  best  of  the  accommodations  and  sights 
that  these  delightful  countries  have  to  offer. 


It  can  happen  so  easily.  With  the  snap 
of  a  sprinter,  your  British  Airways 
Concorde  leaves  its  starting  blocks, 
races  down  the  runway  and  soars  like  a 
rocket,  crossing  the  sound  barrier  and 
quietly  slipping  into  the  cruising  speed 
of  a  bullet.  Touchdown  in  London  is 
a  leisurely  banquet  of  fine  food  and 

Freshwater  Bay  on  the  Isle  of  Wight  was  a  favorite 
retreat  of  British  poet  laureate  Alfred,  Lord  Tennyson. 
The  island's  chalk  downs  and  sailing  waters  continue 
to  lure  vacationers,  as  they  did  Queen  Victoria. 


vintage  wines  away,  snooze  included. 
Within  minutes  of  arrival  at  Heathrow 
you're  driving  along  in  a  Jaguar  —  or 
chauffeur-driven  Rolls  —  with  the 
incomparable  comforts  of  the  English 
countryside  awaiting  you,  from  story- 
book castles  and  manor  houses  to 
majestic  cathedrals  and  cozy  pubs  set 
along  serpentine  lanes. 

British  nobility,  from  the  Normans 
to  the  Windsors,  invented  a  kind  of  law 
of  leisure  that  has  been  the  envy  of 


America's  own  upper  crust.  It's  a  way  of 
life  that  the  British,  with  classic  under- 
statement, like  to  call  charming.  For  an 
American  gazing  at  gothic  turrets, 
gargantuan  kitchens,  immense  hunting 
preserves  and  falconry  in  progress, 
spectacular  might  be  a  more  fitting  label 
for  Britain's  countrified  lifestyle. 

Town  and  Country 

"Get  out  to  the  countryside  — 
it's  as  good  as  anything  you'll  experience 
in  the  world,"  says  Giles  Shepard,  man- 
aging director  of  The  Savoy  Group  of 
Hotels  and  Restaurants.  "Spend  a  little 
time  first  in  London  just  enjoying  the 
music,  the  theater,  the  sights.  Life  is  on  a 
simmer  here.  Stay  a  bit  longer  on  your 
business  trips.  Enjoy  what's  on  offer." 
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You  can  get  into  the  swing  of 
aristocratic  living  at  any  of  a  collection 
of  luxurious  lodgings,  located  in  the 
smartest  quarters  of  London,  from  The 
Berkeley,  Claridge's,  The  Connaught 
and  The  Dorchester  to  the  Four 
Seasons  Inn  on  the  Park  and  The  Savoy. 
All  routinely  host  royalty,  celebrities 
and  corporate  chieftains  from  dozens  of 
nations,  and  in  doing  so  provide  pam- 
pering unequaled  for  the  price. 

What  about  food,  a  subject  to 
which  most  discerning  Americans 
devote  three  or  four  pages  of  restaurant 
listings  in  their  daily  planners?  Forget 
those  hoary  cliches  about  English  food 

-  you're  on  a^ourmet  trip.  The  fine 
dining  begins  even  before  you  arrive  in 
Britain.  In  the  sleeperette  comfort  of 
British  Airways'  first  class,  where  a  seat  is 
nearly  a  bed,  getting  there  is  more  than 
half  the  fun.  Aloft,  you're  practically  in  a 
.restaurant  in  the  sky,  with  a  tempting 
choice  of  appetizers  and  entrees,  all 
served  on  Royal  Doulton  China,  and  the 
accompanying  wines  are  the  best 
Bordeaux  and  Burgundies.  It's  all  a  matter 
of  your  own  preferences  —  work,  watch 


a  movie,  dine,  sleep  or  just  read  a  book 
—  whether  you're  in  First  Class  or  Club 
World,  recently  redesigned  to  provide 
more  comfortable  seats,  individual 
videos  and  personal  privacy.  And  now 
British  Airways  can  put  you  right  in  the 
middle  of  the  English  countryside  with 
nonstops  from  New  York  to  Birming- 
ham and  from  both  New  York  and  Los 
Angeles  to  Manchester. 

An  Elegant  Adventure 

For  some  Americans,  too  busy  to 
fuss  with  maps,  the  British  countryside 
outside  London's  epicenter  seems  like 
territory  on  a  distant  planet.  Yet  the 
lusli  countryside  is  no  farther  away  from 
the  capital  than  Southampton  from 
New  York  or  Palm  Springs  from  Los 
Angeles.  It  is  a  rare  spot,  in  fact,  that  is 
more  than  a  two-hour  drive  from  the 
waters  that  surround  and  shape  English 
life.  Some  of  the  choicest  morsels  are  so 
close  at  hand  that  an  American  would 
consider  them  suburban,  except  that 
few  outskirts  in  the  U.S.  can  boast  a 
CuStle,  deer  park  and  rolling  forests. 


Since  Charles  ll's  reign,  Hampstead  Heath  —  only 
four  miles  from  central  London  —  has  kept  the  look 
of  a  village  with  its  cottages,  parks  and  ponds. 


Even  Scotland,  400  miles  north, 
is  only  an  hour's  flight  from  London 
on  British  Airways  shuttles  —  if  you 
choose  not  to  fly  direct  from  New 
York.  Glasgow,  a  reborn  cultural  center 
of  Victorian  grandeur,  and  Edinburgh, 
a  high-stepping  city  half  medieval,  half 
Georgian,  are  springboards  to  ducal 
diversions,  from  golfing  to  hunting. 
Across  the  Irish  Sea  is  Dublin,  masterly 
and  mischievous,  a  literary  gateway  to 
the  glories  of  Ireland. 

Your  base  camps  for  exploring  the 
countryside  are,  one  ai.d  all,  award-win- 
ning resorts,  hotels  and  inns  that  share 
the  banner  of  TTie  Leading  Hotels  of  the 
World,  an  imprimatur  that  instantly  sig- 
nals top  quality.  With  270  Leading 
Hotels  worldwide  —  from  the  Peninsula 
and  Mandarin  Oriental  Hotels  of  Asia, 
the  Grand  and  Palace  Hotels  of  Europe 
to  the  Ritz-Carlton  and  Caesar  Park 
Hotels  of  the  Americas  —  this  exclusive 
global  reservations  company  "caters  to  a 
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The  bustle  of  Edinburgh  fades  away  into  the  beauty  of 
the  Lammermuir  Hills  as  you  drive  through  Lothian 
country  on  a  sightseeing  jaunt. 

very  select  strata  of  international  travel- 
ers," as  President  and  Chief  Executive 
Officer  Joseph  A.  Giacoponello  puts  it. 

Though  Tiffany  —  or  Rolls  —  in 
style,  all  the  hotels  have  personalities  of 
their  own.  No  two  rooms  or  suites  are 
exactly  alike.  And  the  staffs  help  guests 
do  as  they  please.  To  stay  at  any  of  The 
Leading  Hotels  of  the  World  is  to  feast 
on  a  smorgasbord  of  sporting  and  spa 
activities  as  well  as  savor  the  atmos- 
phere that  makes  England  so  English, 
Scotland  so  Scottish  and  Ireland  so 
unbelievably  Irish. 

Pack  your  best  smart  casual 
clothes,  prepare  for  a  delightful  array 
of  activities  from  golfing  to  shooting, 
and  loosen  your  belts  and  stays  for 
those  delicious  but  healthy  repasts  of 
the  finest  culinary  quality  that  are  now 
as  much  a  part  of  grand  hotels  as  four- 
poster  beds  and  antique  furnishings. 
As  you  think  back  at  day's  end,  you'll 
be  awestruck  by  what  you  did  —  and 
how  much  you  enjoyed  it  —  in  so  short 
a  time. 
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A  Taste  of  the  Historic  Thames  V^vLley 


hen  you  see  Cliveden,  very  grand 

and  very  beautiful,  perfectly  cen- 
tered in  the  distance,  its  gravel  driveway 
as  smooth  as  a  tennis  lawn,  you  brake, 
shift  into  neutral  and  pause.  This  was  the 
home  of  English  dukes  and  the  Astors. 

"What  we  have  here  is  history  so 
rich  that  you  can  hardly  grasp  it  all,"  says 
Cliveden  Director  Jeffrey  Carey.  Long 
ago,  in  1666,  George  Villiers,  the  second 
Duke  of  Buckingham,  bought  Cliveden 
and  built  a  house  during  the  heady  days 
of  the  Restoration  under  Charles  II. 

Fire  destroyed  Cliveden  in  1795, 
after  which  the  Duke  of  Sutherland 
purchased  it  and  engaged  the  artistic 
hand  of  Sir  Charles  Barry,  architect  of 
the  Houses  of  Parliament,  to  fix  every- 
thing up.  It  wasn't  long  before  Queen 
Victoria  became  a  frequent  visitor. 
"What  will  happen  to  our  beloved 
Cliveden?"  was  her  reaction  to  the  news 
that  William  Waldorf  Astor  had  bought 
the  375-acre,  beech-covered  property. 

Today,  even  with  ownership  of 
the  stately  home  handed  over  to  the 
National  Trust,  Cliveden  abounds  in 


historic  memorabilia.  The  resort's  boats 
—  the  Suzy  Ann,  Claude  and  Liddesdale 
(a  Thames  electric  canoe  commissioned 
by  Lady  Astor)  —  take  guests  up  and 
down  the  river.  If  you  want  to  picnic 
on  the  immense  parterre  under  the 
Canning  Oak  (where  Prime  Minister 
Canning  liked  to  sit,  viewing  the 
Thames),  Cliveden's  Micfce/m -starred 
kitchen  will  put  up  a  first-rate  lunch  in  a 
hamper.  And  as  you  emerge  from  the 
plunge-pool  refresher  at  the  spa,  guests 
in  gorgeous  riding  habits  appear  in  the 
distance  on  their  mounts  —  an  only-in- 
England  scene. 

Close  by,  south  of  the  M4  motor- 
way, is  Windsor  Castle,  a  must-see 
despite  the  recent  fire  that  thankfully  left 
all  of  the  Royal  Family's  art  collection 
and  belongings  untouched.  In  the  same 
vicinity  is  Eton  College,  a  character- 
building  training  depot  for  Britain's 
upper  classes  through  the  ages  (F-Ienry 
VI  founded  it  in  1440)  —  a  nice  place 
for  comparison  shopping  if  you've 
always  wanted  to  send  your  son  to  St. 
Mark's,  St.  Paul's  or  Groton.  If  you  alight 


At  Cliveden,  once  the  home  of  the  partying  Astors, 
everything  is  very  grand  but  congenial. 

in  London  during  the  week  of  the 
Henley  Regatta,  Cliveden  is  an  estimable 
rest  house  after  the  swirl  of  libationary 
activities  that  accompany  the  crew  races. 

"Some  executives  just  finish  off 
their  visit  to  London  with  a  break  here," 
says  Carey,  "before  boarding  the  Con- 
corde at  Heathrow.  You  know,  we're 
only  minutes  from  departure  gates." 


Blenheim  Palace,  located  in  Woodstock  near  Oxford 
and  landscaped  by  Capability  Brown,  was  the  2,700- 
acre  home  of  John  Churchill,  the  first  Duke  of 
IVIarlborough,  and  birthplace  of  Sir  Winston  Churchill. 
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Combing  Through  the  Picturesque  Gotswolds 


The  Broadway  many  English  talk 
about  couldn't  be  more  removed 
from  the  glitter  of  Times  Square.  It's  a 
mellow,  honey-colored  village  at  the 
northern  tip  of  the  Cotswolds,  proba- 
bly England's  most  endearing  region. 
Blending  with  this  tranquil  ambience  is 
The  Lygon  Arms  —  you  can  recognize 
it  by  its  high-pitched  Elizabethan 
gables  and  Union  Jacks  flying  proudly. 
Built  as  a  coaching  inn  in  the  16th  cen- 
tury, The  Lygon  Arms  hosted  leaders  of 
both  sides  in  England's  Civil  War. 

"There  were  33  inns  in  Broadway 
at  the  height  of  the  coaching  era  in  the 
1850s,"  says  General  Manager  Kirk 
Ritchie,  "and  then  everybody  began 
traveling  by  train.  The  Lygon  Arms  was 
the  most  important  of  the  remaining 
inns.  At  the  turn  of  the  century  the 
Russell  family  purchased  it.  And  guess 
who  was  one  of  the  first  guests?  Henry 
Ford." 


For  guests  with  ambitious  sight- 
seeing goals,  there's  a  helipad  for  quick 
day  trips  to  such  notable  places  as 
Chatsworth,  the  baroque  palace  often 
compared  to  Versailles  in  its  sweep  and 
grandeur.  Most  travelers  will  settle  for  a 
look  around  Chipping  Campden,  a 
jewel  of  the  Cotswolds  only  minutes 
from  The  Lygon  Arms,  where  the  locals 
still  roast  a  pig  ("suitable  for  150  sand- 
wiches") over  a  wood  fire  in  the  town 
center  on  celebratory  days,  and  then 
continue  on  to  Stow  on  the  Wold  and 
numerous  other  villages.  Thatched-roof 
houses,  of  course,  are  the  area's  signa- 
ture —  and  a  testimonial  to  the  region's 
rebellion  against  the  encroachments  of 
modern  industry.  Experiencing  the 
bucolic  serenity  just  from  a  car  is  mad- 
ness —  you  should  switch  gears  to  the 
English  walking  mode,  if  only  to  shop. 
"The  Cotswolds  are  a  mecca  for  antique 
lovers, "  notes  Ritchie. 


An  Elizabethan  coaching  inn,  The  Lygon  Arms  is  a  cozy 
cocoon  of  timbered  rooms  with  an  atrium  pool  and  spa. 
Golfing,  hot-air  ballooning  and  shooting  are  available. 

Within  Broadway's  orbit  are  other 
classics  you  would  hate  to  miss.  Just  16 
miles  away  is  Stratford-upon-Avon,  the 
holy  grail  for  Shakespeare  aficionados. 
And  it's  only  a  bit  farther  to  Oxford 
University,  which  has  produced  genera- 
tions of  prime  ministers,  writers,  schol- 
ars —  and  gentlemen.  Because  of  a 
maze  of  one-way  streets,  see  the  spired 
city  on  foot,  heading  for  High  and 
Cornmarket  Streets,  then  turn  south  to 
explore  Pembroke  College  and  Christ 
Church  College. 

Do  you  sometimes  shake  your 
head  in  disbelief  when  you  hear 
descriptions  of  how  people  really  lived 
in  castles?  Try  Warwick,  near  Stratford, 
where  tableaux  in  one  room  after 
another  propel  you  backward  in  time 
—  with  torture  devices,  acceptable  in 
their  day,  on  display  in  the  dungeon.  - 

It  makes  the  Cotswolds  seem 
inordinately  civilized. 


Look  around  Oxford,  England's  oldest  university,  and 
you'll  come  across  this  Venetian-looking  "Bridge  of 
Sighs"  that  spans  New  College  Lane. 
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If  this  is  allyou^ve  seen  ofBritain^ 
you  haven^t  really  seen  Britain  at  all 


Going  to  Britain  and  only  seeing  London 
is  like  going  to  the  U.S.  and  only  seeing 
New  York.  As  fascinating  as  London  is,  with  its 
famous  museums,  galleries,  and  monuments, 
there  is  a  whole  Great  Britain  beyond,  just  wait- 
ing for  you  to  explore. 

Hampton  Court,  one  of  Henry  VIII's  favorite 
palaces,  is  just  a  train  ride  away,  as  is  one  of  the 
Georgians'  favorite  spas,  Bath.  Or  you  could  hire 
a  car  and  roam  the  rolling  countryside,  stopping 
to  wander  through  storybook  villages  and  stately 
homes.  Distances  are  not  great,  but  the  rewards 
certainly  are. 

Picture  yourself  at  ancient  Stonehenge  or  in 
Shakespeare's  Stratford-upon-Avon.  Think  of  the 
mighty  castles  of  Wales,  the  mysterious  lochs 
(and  the  golO  of  Scotland.  Perhaps  you'd  like  to 
explore  your  own  ancestral  roots  or  visit  the 
birthplace  of  a  favorite  author  or  poet.  See  for 
yourself  the  green  English  hills  that  inspired 
Wordsworth,  the  Scottish  crags  that  stirred  Burns. 
There  is  so  much  to  do  and  see,  you'll  want 
someone  to  share  it  with.  So  take  your  wife,  your 
husband,  a  friend. 


It's  a  perfect  time  to  go,  too.  The  dollar  is  up, 
and  costs  are  down.  So  you  can  actually  do  more, 
and  spend  less  doing  it. 

For  some  good  ideas  to  get  you  started,  call 
or  send  for  your  Business  &  Pleasure  Travel  Kit, 
free  from  the  British  Tourist  Authority.  You'll  find 
useful  suggestions  for  day  trips  out  of  London, 
shopping  values,  plus  a  calendar  of  events  for 
1993  and  much  more.  Then,  plan  to  turn  your 
next  London  trip  into  a  real  British  experience. 


r 


For  your  free  Business  &  Pleasure 

Travel  Kit,  call  toll-free:  1-800-492- 

4653-  Or  write:  British  Tourist 

Authority,  P.  O.  Box  41,  Cranbury, 

NJ  08512.  BTA  has  information 

offices  in  Atlanta,  Chicago, 

Los  Angeles,  and  New  York. 
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Britain.  Where  business  becomes  pleasure. 
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In  the  18th  century, 
a  chap  from  London 
named  Beau  Na^h 
put  Bath  on  the 
map  oj  a  kind 
of  unlazy  jujan  of 
EngLldh  doclal  life. 


Legend  has  it  that  in  500  b.c.  Prince  Bladud  used  local 
mud  to  cure  an  ailment,  but  it  took  the  Romans  to 
create  the  Great  Bath  (fed  with  1 16°  F  hot  water  from 
a  spring)  that  lures  tourists. 


The  Spa  That  Made  Bath 


D 


escending  from  the  surrounding 
hills  into  Bath,  you  come  upon 


The  Bath  Spa  Hotel,  a  Greek  Revival 
mansion  with  a  picture-window  view  of 
one  of  England's  most  aristocratic  and 
ancient  cities.  The  Bath  Spa  Hotel  is  set 
in  eight  acres  of  its  own  land  in  the 
heart  of  the  city,  and  offers  a  mixture  of 
period  grace  and  modern  amenities. 
Very  early  on,  the  Romans,  no 
fools  as  pleasure  seekers,  spotted  Bath's 
bounteous  assets,  a  bubbling  hot  mineral 
spring  foremost  among  them.  With  their 
engineering  talents,  they  constructed  a 
town  with  baths,  a  temple  and  a  theater 
(or  gymnasium)  centering  on  those  heal- 
ing and  sensual  waters. 


In  the  1 8th  century,  a  chap  from 
London  named  Richard  ("Beau")  Nash 
picked  up  where  the  Romans  left  off  and 
put  Bath  on  the  map  as  a  kind  of  unlazy 
susan  of  English  social  life.  Appointed 
Master  of  Ceremonies,  he  became  a 
social  arbiter  in  town,  organizing  musi- 
cales  and  bashes,  promoting  gambling, 
monitoring  the  tariffs  on  sedan  chairs 
and  having  a  ball  as  Bath's  leading  roue. 
While  he  wasn't  quite  Mr.  Bath,  he  set  a 
pace  that  British  society  evidently 
enjoyed. 

Where  there's  money,  talent  is  not 
far  behind,  and  the  best  of  architects, 
painters  and  writers  flocked  to  the  city 
on  the  Avon  River  (not  the  same  one  as 


in  Stratford).  The  results,  as  seen  today, 
are  nothing  short  of  Georgian  great- 
ness. Among  the  memorable  showcases 
in  town  are  the  Royal  Crescent,  as  sym- 
metrical as  a  row  of  30  terrace  houses 
could  be,  and  nearby  Circus,  a  tight  cir- 
cle of  identical  houses. 

Bath's  current  pride  is  its  step-by 
step  reconstruction  of  what  is  now 
called  the  Roman  Bath  and  Museum, 
which  lay  buried  below  street  level  for 
1 ,900  years.  Archaeologists  have  taken 
large  fragments  of  Doric,  Ionic  and 
Corinthian  columns  and  other  pieces  of 
the  former  baths  and  recreated  the  spa 
as  it  was  during  Roman  occupation  when 
the  goddess  Sulis  Minerva,  repeatedly 


Sprays  of  flowers,  fluffed-up  pillows  and  colorful  chintz 
enliven  the  Bath  Spa  Hotel,  a  Greek  Revival  mansion 
built  by  an  English  colonel  in  the  1830s. 

depicted  in  stone  and  gilt-bronze,  held 
sway.  Adorning  some  of  the  walls  of  the 
balcony  overlooking  the  magical  pool 
are  photo  blowups  of  English  ladies  and 
dandies  having  tea  in  the  1920s. 

After  a  tour  of  the  restored  ruins, 
it's  off  to  the  exquisitely  proportioned, 
white  Pump  Room  for  coffee  or  tea, 
with  a  string  quartet  to  help  turn  the 
clock  back  to  the  1 8th  century.  The 
Palladian-style  room  is  an  architectural 
tour  de  force,  with  fluted  pilasters,  a 
coved  ceiling,  Chippendale  chairs  and 
a  glass  chandelier.  Literary  buffs  will 


remember  it  as  the  place  where 
Catherine  meets  Mr.  Tilney  in  Jane 
Austen's  Northanger  Abbey. 

Along  with  its  heritage,  Bath 
proves  that  England  is  indeed  a  nation 
of  super  shopkeepers.  Some  are  branch- 
es of  London  luminaries,  others  local 
inspirations,  and  the  glory  is  not  neces- 
sarily the  prices  but  the  uniqueness  of 
what's  on  offer.  At  Crooks  you  can  find 
every  regimental  and  school  tie  imagin- 
able, from  Royal  Artillery  to  Oxford  and 
Cambridge,  and  you  can  buy  Bath  buns 
at  Sally  Lunn's,  where  there's  a  Kitchen 
Museum. 

Dining  well,  in  fact,  is  a  feature  of 
the  Bath  Spa  Hotel.  "We've  had  an 
explosion  of  wonderful  British  cooking," 
says  General  Manager  Robin  Sheppard. 
In  the  Vellore,  the  hotel's  triumphal 
dining  room,  you  can  work  your  way 
through  such  dishes  as  Cornish  fish  in  a 
saffron  risotto  or  stuffed  pig  trotter  with 
sweet  garlic  sauce. 

As  a  side  dish  to  your  Bath  Spa 
stay,  drive  to  Bristol  and  on  into  Wales 
—  it  takes  only  45  minutes.  You're 
also  about  the  same  distance  from 
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Stonehenge,  the  mysterious  Druid  ring 
of  stones  that  stands  in  stark  profile  on 
the  wind-swept  plain  of  Salisbury. 
When  the  lonely  site  gets  crowded,  as  it 
does  in  the  summer,  retreat  to  nearby 
Salisbury  Cathedral,  memorialized  in 
Constable's  oil  masterpiece. 

Just  north  of  Bath  is  Castle 
Combe,  a  stone-and-gable  hamlet  so 
picturesque  that  the  British  Tourist 
Authority  once  chose  it  as  the  village  of 
the  year  to  typify  England.  Sir  John 
Fastolf,  who  owned  the  local  castle,  was, 
some  say,  the  model  for  Shakespeare's 
Falstaff,  in  girth  if  not  gusto. 

But  don't  forget  visiting  an  odd 
attraction  in  Bath  itself:  the  American 
Museum.  Housed  in  Claverton  Manor 
just  outside  town  and  presided  over  by 
the  U.S.  Ambassador,  it  provides  a  por- 
trait of  what  the  British  think  about 
when  they  think  of  America  —  with 
culture  and  crafts  from  the  1 7th  to  1 9th 
century  on  display. 


Salisbury  Cathedral,  built  between  1220  and  1265, 
boasts  a  spectacular  404-foot  spire,  England's  tallest. 
Close  by  are  Stonehenge's  Druid  monoliths. 


When  crossing  the  pond,  consider  the  airlinditl 


Here's  something  to  reflect  on:  We  fly  to  more  than  150  cities  in  71  countries.  And  no  matter  whcr 


•eferred  by  more  people  over  the  seven  seas. 
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ou're  headed  across  the  pond,  it's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


BRITISH  AIRWAYS 


The  worlds  favourite  airline* 
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Feudal  Secrets  of  the  New  Forest 


In  the  early  19th  century,  Napoleon's 
plans  to  invade  England  ran  up 
against  the  redoubtable  "wooden  walls" 
of  Lord  Nelson's  fleet  —  ships  fash- 
ioned from  the  oak  groves  and  other 
trees  in  the  enchanting  New  Forest  near 
the  English  Channel. 

Today,  hugging  the  laid-back 
landscape  on  the  Hampshire  forest's 
fringe  is  Chewton  Glen  Hotel.  The 
epitome  of  an  English  manor  house,  it 
looks  so  clubby  and  comfortable  that 
you  want  to  package  it  and  ship 
it  home. 

Launched  and  matured  by  the 
Skan  family,  this  attractive  red-brick 
mansion  is  a  haven  of  peace  and  quiet. 
Swing  open  the  French  doors  in  your 
second-floor  guest  room  and  spread  out 
before  you  is  a  sweep  of  grass  that 
melds  into  a  beautiful  nine-hole  golf 
course.  Chewton  Glen  has  both  indoor 
and  outdoor  tennis  courts,  and  it  boasts 
a  two-year-old  spa  that  includes  sooth- 
ing hydrotherapy. 

"Chewton  Glen's  bright  trim- 
mings, plump  cushions,  skirted  tables 
and  coordinated  fabrics  are  the  hall- 
mark of  this  fine  house,"  says  Managing 
Director  Robin  Hutson.  But  it's  not  all 
skin-deep  aesthetics.  The  staff  is  per- 
haps among  the  most  charming  and 


At  cozy  Chewton  Glen  Hotel,  guests  can  play  golf  and 
tennis  —  and  dine  in  a  Michelin-starred  restaurant, 
where  award-winning  sommelier  Gerard  Basset 
specializes  in  lucid  explanations  of  vintage  wines. 


friendly  ever  encountered.  There  is  a 
warmth  of  welcome  at  Chewton  Glen 
that  immediately  relaxes  travelers. 

The  70-acre  resort  is  virtually  an 
island  of  red  brickwork  and  golf  greens 
in  a  sea  of  thick  woods  and  soft  heather 
that  makes  up  the  92,000-acre  New 
Forest.  The  Normans  landed  there  in 
1066,  and  William  the  Conqueror,  in 
command,  made  the  uncultivated  area 
a  royal  forest  and  hunting  preserve  — 
that's  where  the  "New"  comes  from. 

To  this  day,  ponies  and  deer 
roam  the  protected  land,  otters  fish  its 
streams,  foresters  graze  animals  and 
verderers  police  the  property.  Drive 
along  the  forest's  narrow  roads  and  stop 
in  a  remote  hamlet  such  as  Fritham, 
where  you  can  have  a  pint  of  bitter  at 
the  Royal  Oak.  One  historic  spot  is  the 
Rufus  Stone,  marking  where  an  arrow 
brought  down  King  William  Rufus,  son 
of  the  Conqueror.  Was  it  an  accident 
—  or  murder?  No  one  is  sure.  At 
Beaulieu  (pronounced  "Bewley"),  on  the 
edge  of  the  forest,  tour  Palace  House, 


Go  antique  hunting  in  the  quaint  port  of  Lymington  on 
the  edge  of  the  92,000-acre  New  Forest,  where  William 
the  Conqueror  landed  in  1066. 


home  of  Lord  Montagu.  Auto  buffs 
won't  want  want  to  miss  the  National 
Motor  Museum,  located  on  the  estate 
grounds. 

Plenty  of  Chewton  Glen  guests 
take  off  for  Broadlands,  the  imposing, 
Palladian  country  house  of  the  late 
Lord  Mountbatten  ("This  place  all 
together  pleases  me  above  any  other  1 
know,"  said  Lord  Palmerston  in  1736) 
on  the  banks  of  the  River  Test,  or  tour 
Exbury  Gardens,  200  acres  of  wood- 
land garden  created  by  Lionel  de 
Rothschild  —  the  rhododendrons,  aza- 
leas and  magnolias  make  a  spectacular 
sight  in  the  springtime. 

One  Houston  couple  who  annu- 
ally visits  the  hotel  heads  out  with 
chauffeur  and  car  day  after  day  for 
some  posh  pub  crawling  —  and  shop- 
ping. Try  the  Cartwheel  at  Whitsbury. 
They  like  it  a  lot. 
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Scotland's  Links  With  Its  Rich  R\st 


As  far  back  as  the  15th  century,  golf 
was  so  popular  with  the  Scots  that 
ames  II,  at  war  with  England,  declared 
jolf  illegal  because  it  was  interfering 
vith  his  citizen  army's  archery  practice. 
\nd  so  it  is  fitting  that  Turnberry  Hotel, 
3olf  Courses  and  Spa,  a  distinguished 
ormer  railroad  hotel,  focuses 
Dn  its  fairways,  which  border  the  Irish 
>ea.  Many  of  Turnberry 's  rooms  provide 
I  panorama  of  the  famed  Ailsa  course, 
amed  after  Ailsa  Craig,  the  huge, 
numpback  whale  of  an  island  12  miles 
affshore.  On  a  clear  day  the  Isle  of 
A^rran,  easily  accessible  by  boat,  can  be 
seen  on  the  northern  horizon. 

Although  the  trains  that  brought 
ests  and  their  trunks  to  Turnberry's 
ont  door  for  a  month's  stay  no  longer 
team  down  the  track,  a  chauffeured  car 
ansports  you  from  Glasgow's  remod- 
led  airport  through  roller-coaster  hills 
ith  sheep  pastures  to  a  resort  that  is  as 
rming  as  it  is  majestic. 


What  has  given  Turnberry  a 
streamlined  appearance  —  without  its 
losing  Old  World  graciousness  —  is 
an  infusion  of  money.  This  has  led  to 
the  construction  of  a  state-of-the-golf- 
game  clubhouse  just  in  time  for  the 
1994  British  Open. 

Amidst  modernization,  the  aged- 
in-oak  atmosphere  prevails.  In  a  glass 
wall  case  displaying  old  clubs,  you'll 
find  the  Rut  Niblick,  circa  1860, 
designed  for  chip  shots  out  of  carriage 
ruts.  In  the  cocktail  lounge,  commonly 
referred  to  as  Tommy's  Bar  (after  the 
bartender,  a  30-year  Turnberry  veter- 
an), malt  whiskies  flow,  to  the  everlast- 
ing joy  of  visiting  Americans. 

Acknowledging  that  the  "golf 
widow"  isn't  a  figment  of  a  jokester's 
imagination,  the  hotel  offers  a  superb 
spa  with  a  full  array  of  activities,  from 
fitness  assessment  to  workouts,  mas- 
sages and  therapies.  Says  General 
Manager  Christopher  J.  Rouse,  noting 


The  showcase  at  Turnberry  Hotel,  Golf  Courses  and  Spa 
is  the  tricky,  delightful  Ailsa  course  that  hugs  the  sea. 

Turnberry's  magnificent  glass-fronted 
pool,  "Watching  the  sheep  nibble  away 
outside  while  you  swim  is  something 
you're  not  going  to  get  in  New  York." 

The  resort's  location  near  37  cas- 
tles also  makes  it  ideal  for  sightseeing. 
The  nearest  castle  is  Culzean  (pro- 
nounced Cullane),  which  dates  from 
1777  and  was  designed  by  the  Scottish 
architect  Robert  Adam.  Culzean's  guest 
flat  was  presented  to  General 
Eisenhower  for  his  lifetime  use. 
Glasgow,  captivating  in  its  new 
Victorian  attire,  can  make  a  pleasant 
day's  excursion,  if  only  to  see  the  stun- 
ning Burrell  Collection  of  8,000  items 
—  rich  tapestries,  castle  rooms.  Degas 
paintings,  Egyptian  artifacts  —  that 
shipping  magnate  William  Burrell  spent 
a  lifetime  assembling.  On  your  return, 
stop  off  at  the  Robert  Burns  Cottage, 
birthplace  of  Scotland's  most  famous 
poet,  where  your  driv  t  will  whisper 
with  a  twinkle,  "He  was  fond  of  the 
lassies. 


"From  scenes  like  these,  old  Scotia's  grandeur 
springs,"  wrote  poet  Robert  Burns,  describing  the 
gorgeous  countryside  where  sheep  outnumber  Scots. 
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Shooting  Birdies  and  Sipping  Malts 


The  Gleneagles  Hotel  draws  hosan- 
nas  from  American  regulars.  Add  to 
its  famous  King's  and  Queen's  courses 
the  new  over-hill,  over-dale  Monarch's 
course  designed  by  Jack  Nicklaus  — 
pro  tour  stars  who  have  played  it  like 
the  front  nine  and  the  1 8th  hole  the 
most  —  and  Gleneagles  keeps  the 
applause  going. 

TTie  former  railroad  hotel  is  a  well- 
proportioned  palace  in  its  own  right, 
with  a  circular  garden  before  the  grand 
entrance  and  a  wall  of  trees  and  shrubs 
surrounding  it  to  complete  the  unity. 

Besides  golf,  your  dance  card 
includes  a  triumvirate  of  classic  sports: 
shooting,  falconry  and  riding.  Don't  let 
your  amateur  sensibilities  inhibit  your 
indulging  in  all  three. 

Masterminding  the  Gleneagles 
Jackie  Stewart  Shooting  School  is  race 


car  driver  Jackie  Stewart.  Your  instruc- 
tor might  be  Richard  Davies-Cooke, 
who  says,  "We  look  after  12,000  visi- 
tors a  year.  Some  85%  have  never  seen 
a  shotgun  in  their  life,  and  35%  are 
ladies." 

"Falconry  was  new  last  year,"  says 
General  Manager  Peter  J.  Lederer.  "You 
read  about  it,  you  hear  about  it,  and 
now  get  a  chance  to  try  it." 

Gleneagles'  equestrian  stables, 
new  since  1988  and  managed  by 
Captain  Mark  Phillips,  Princess  Anne's 
former  husband,  are  as  polished  as  a 
silver  quaich.  "It's  the  best  of  its  type  in 
Europe, "  says  Lederer.  "You  can  ride 
the  horses,  drive  them  with  a  carriage, 
ride  sidesaddle  and  do  falconry  from 
horseback." 

If  you  find  the  prospect  of  play- 
ing the  new  Monarch's  course  daunting, 
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Gleneagles  is  world-famous  for  its  golf  courses  and  its 
sfiooting,  falconry  and  riding  scfiools.  It's  also  a  spring- 
board for  touring  Scotland. 


rest  easy:  Gleneagles  has  color-coded 
the  tees  for  five  different  levels  of  golf, 
from  championship  to  high  handicap. 
And  the  Golden  Bear's  design  includes 
a  golf-cart  track  around  the  links, 
unusual  for  a  British  course. 

The  resort  is  also  a  neat  hub  for 
touring  Scotland.  You  can  visit  top 
distilleries  —  Royal  Lochnagar  and  Blair 
Athol  (which  produces  malts  for  Bell's 
and  Dewar's)  are  two  of  the  best.  One  of 
the  stately  Scottish  homes  worth  seeing 
is  Scone  Palace  outside  Perth,  the 
ancient  capital  of  Scotland.  It's  a 
Victoria-slept-there  landmark  with  cele- 
brated gardens  and  remarkable  antiques. 
Another  magnet  is  Blair  Castle,  home  of 
the  Duke  of  Atholl,  known  for  his  pri- 
vate, uniformed  army  that  serves  as  one 
more  reminder  that  Scottish  nationali-sm 
and  individualism  are  far  from  dead. 
And  if  your  heart  is  set  on  Loch 
Lomond,  figure  on  an  hour's  drive, 
preferably  with  a  guide  to  prattle  about 
local  history. 


Tour  Glamis,  the  cfiildhood  home  of  the  present  Queen 
Mother,  complete  with  towers,  turrets  and  a  ghost 
(Lady  Glamis,  burned  as  a  witch). 


Aveni 
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Edinburgh's  Highland  Spirits 


Few  cities  worldwide  are  as  eccentric 
and  elegant  as  Edinburgh.  It  resem- 
bles nothing  except  itself,  crowned  by 
its  brooding  castle,  crammed  with  his- 
tory, carpeted  by  flowers  in  the  warmer 
months  and  captivating  to  visitors. 
With  a  small  and  manageable  center, 
it's  a  walking  city  that  gives  pause  at 
every  turn.  Measured  against  its 
diminutive  downtown  scale,  landmarks 
such  as  the  Sir  Walter  Scott  Monument 
on  Princes  Street,  Edinburgh's  Fifth 
Avenue,  seem  outsized. 

Among  the  standouts  is  The 
Caledonian  Hotel,  an  imposing  struc- 
ture of  red  sandstone  tucked  below  the 
castle.  It's  as  prominent  and  handsome 
a  fixture  in  Edinburgh's  center  as  The 
Plaza  is  in  New  York.  A  tour  of  the 
hotel,  affectionately  known  as  "the 
Caley,"  is  a  stroll  through  20th  century 
Scottish  social  history  —  from  its  glit- 
tering debut  in  1903  as  the  newest 
bauble  of  the  Caledonian  Railway 
Company  to  the  entrances  and  exits  of 
British  royalty  and  the  stayovers  of 
artists  performing  at  the  annual  sum- 
mer music  festival. 


"The  Caledonian  is  evocative  of 
Edinburgh's  cultural  heritage  as  well  as 
its  commerce,"  says  General  Manager 
David  Clarke. 

Today,  basking  in  its  90th  year 
as  the  grande  dame  of  Edinburgh 
hotels,  the  Caley  serves  French  and 
Scottish  cuisine  in  the  classical  Pompa- 
dour Restaurant.  It  was  just  voted  the 
"Best  in  Scotland,"  and  lawyers  and 
bankers  from  nearby  Charlotte  Square 
fill  its  tables.  Carriages,  the  less  formal 
restaurant,  is  located  in  the  very 
space  where  trains  once  discharged 
passengers. 

With  central  Edinburgh  only  a 
mile  square,  you  have  an  intriguing 
city  at  your  feet.  After  seeing  the  cas- 
tle, walk  the  cobblestone  Royal  Mile 
("the  history  of  Scotland  in  some  10 
blocks")  as  it  slopes  down  to  its  eastern 
terminus,  Holyroodhouse,  where 
Queen  Elizabeth  stays  when  she  is  in 
Edinburgh.  Twisting  downhill  from 
the  castle,  on  Grassmere  Street,  are  the 
city's  best  avant-garde  and  antique 
shops  alongside  French,  Italian  and 
other  attractive  bistros. 


The  opulent  Caledonian  Hotel  is  aglitter  during  the 
colorful,  cultural  Edinburgh  International  Festival. 

Investigating  the  Scotland  beyond 
Edinburgh  is  no  problem.  Target  the 
aging,  ribbed  Firth  of  Forth  Bridge, 
Earlshall  Castle,  the  hunting  ground  of 
the  ubiquitous  Mary  Queen  of  Scots, 
and,  if  your  travel  dates  coincide,  the 
Highland  Games  with  the  clans  in  full 
regalia.  For  a  surprise  trip  in  the  other 
direction  —  south  of  the  Scottish- 
English  border  and  near  Emperor 
Hadrian's  Wall  —  head  for  Floors 
Castle,  home  of  the  Duke  of  Roxburghe. 


Ancient  Edinburgh  Castle,  resplendent  during  the  Military 
Tattoo  in  August,  viewed  from  The  Caledonian  Hotel. 
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The  Engaging  Diversions  of  Dublin 


For  years,  smart  executives  in  search 
of  a  different  vacation  have  chosen 
to  sneak  a  peak  at  Ireland.  It's  as  close 
to  the  sea  and  as  chockablock  with  cas- 
tles as  Britain,  with  a  somewhat  lower 
tab  for  the  traveler,  and  it  has  a  fasci- 
nating mind  and  mode  of  its  own. 

A  good  place  to  catch  the  Irish 
spirit  is  Dublin,  a  city  of  modest  but 
comely  proportions  with  a  poet  and  pub 
around  nearly  every  corner  and  a  jaunti- 
ness  few  other  metropolises  can  match. 
Both  the  post  office  and  Gaelic-speaking 
Irish  call  it  Baile  Atha  Cliath  (Town  of 
the  Ford  of  the  Hurdles),  but  you  can 
call  it  Dublin.  It  lies  on  Dublin  Bay  at  the 
mouth  of  the  River  Liffey  in  a  beautiful 
setting  of  mountains  and  sea.  TTie  1 8th 
century  squares  and  terraces,  Georgian 
architecture  and  historic  buildings  facing 
on  public  greens  combine  to  give  the 
city  an  air  of  leisurely  living. 

Most  of  Dublin's  best  hostelries 
are  on  the  south  side  of  the  Liffey,  and 
two  of  the  most  princely  establishments 
are  TTie  Westbury  Hotel  on  Grafton 
Street,  Dublin's  most  fashionable  and 
famous  thoroughfare,  and  The  Berkeley 


Statesmen,  corporate  chieftains  and  sportsmen  put  up 
at  The  Berkeley  Court  on  Dublin's  Embassy  Row. 


Court  in  the  affluent  suburb  of 
Ballsbridge,  locally  known  as  the 
"embassy  heartland." 

"We  have  32  golf  clubs  within 
easy  range  of  the  hotel,"  says  Tony 
Rooney,  The  Berkeley's  general  manag- 
er. "There's  no  problem  getting  on  a  tee 
—  two  of  the  best  are  Royal  Dublin  and 
Portmarnock." 

But  horses  take  precedence  over 
golf  in  a  Dubliner's  set  of  priorities. 
"When  you  like  racing,  you  become  a 
part  of  it,"  says  Rooney.  "We  have  top 
trainers  coming  to  the  hotel  all  the 
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time,"  noting  that  the  Budweiser  Derby 
is  a  main  feature  of  the  "flat  season." 
But  the  biggest  social  event  of  the  year 
is  Horse  Show  Week  in  August,  held  at 
the  Royal  Dublin  Society's  splendid 
grounds  only  minutes  from  The 
Berkeley  Court. 

Putting  your  money  on  a  stay  at 
The  Berkeley  Court  is  a  sure  bet. 
Something  akin  to  a  sovereign  state  of 
its  own,  the  hotel  has  hosted  celebrities 
and  corporate  tycoons  with  aplomb, 
installing  them  in  a  dressed-to-the- 
nines  penthouse  the  size  of  23  of  the 
hotel's  bedrooms.  In  opulence,  it's  like 
going  to  the  Metropolitan  Opera 
House  —  with  the  ceiling  lowered. 

At  the  downtown  Westbury, 
four-poster  beds  with  headboards 
covered  with  pretty  flower  patterns 
soften  guest  rooms.  And  bathrooms 
have  a  surprising  twist:  while  shaving 
or  making  up,  you  can  glance  at  Irish 
TV  on  a  screen  ingeniously  imbedded 
in  the  mirrored  walls.  Room  service  or 
downstairs  dining?  Swiss-trained  execu- 
tive chef  Paddy  Brady  is  as  adept  at 
creating  dainty  sandwiches  and  delicate 
pastries  as  he  is  at  preparing  fresh  fish 
and  traditional  meats. 

"If  you're  short  on  time,  you  can 
shop  for  Irish  and  European  goods 
right  in  our  own  mall,"  says  Westbury 
General  Manager  William  J.  Kingston. 
For  incredibly  alluring  Irish  sweaters,  . 
scarfs  and  accessories,  head  for  Cloe  on 
Kildare  Street  near  the  National 
Museum  of  Ireland. 

Begin  exploring  the  city  at 
College  Green  —  only  minutes  from 
the  Westbury  —  and  there  you'll  find 
Trinity  College,  all  40  acres  of  it, 
founded  in  1592  by  Queen  Elizabeth 


One  way  to  enjoy  the  emerald  scenery  in  Wicklow, 
south  of  Dublin,  is  to  go  touring  on  horseback. 
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nd  famous  for  its  distinguished  gradu- 
ates (Edmund  Burke,  Oliver  Goldsmith) 
and  art  treasures  (the  8th  century  Book  oj 
Kelts).  Three  other  attention-getters:  the 
13th  century  Dublin  Castle  (with  state 
apartments);  St.  Patrick's  Cathedral, 
where  Dean  Swift,  better  known  as 
Jonathan  Swift  (Gulliver's  Travels,  A 
Modest  Proposal),  is  buried,-  and  Merrion 
Square,  with  its  many  handsome  man- 
sions where  literary  and  political  figures 
(William  Buder  Yeats,  Oscar  Wilde, 
Daniel  O'Connell)  once  lived. 

The  city,  of  course,  has  a  host  of 
top  places  to  drink  with  good  conversa- 
tion as  a  chaser.  "Dublin  is  the  most 
instantly  talkative  city  in  Europe, "  as 
V.  S.  Pritchett  once  commented. 

If  you  want  to  make  the  rounds  of 
fi  few  pubs,  here  are  some  suggestions 
with  the  brand  of  patron  you'll  meet: 
O'Donoghoe's  (ballad  singers)  and 
O'Neill's  (Irish-language  writers)  on 
Merrion  Row,  the  Pearl  Bar  (newspaper- 
men) and  the  Palace  (artists)  on  Fleet 
Street  and  Davy  Byrne's  (dilettantes  — 
and  the  pub  that  Joyce  immortalized  in 
Ulysses,  though  only  the  name  is  the 
same)  and  the  Bailey  (watering  hole  for 
intellectuals)  on  Duke  Street. 

Ireland's  specialty,  Irish  coffee,  is 
wonderfully  good  —  like  Ireland  itself. 


Tucked  into  Dublin's  lively  theater  and  fashion  district  is 
The  Westbury,  where  suites  are  ultra-luxurious. 


London  Times 


From  Dublin  it's  only  an  hour's  flight  to  London  —  and  then  no  more  than  4  5 
minutes  by  limousine  to  the  West  End,  where  most  upscale  Americans  stay.  When 
you're  there,  you  feel  seven  feet  tall  as  you  slip  into  the  dressy  eti(^uette-conscious 
social  pattern  of  the  English.  There's  a  throb  of  poiver  and  atvareness  of  status  as 
you  take  a  second  look  in  the  mirror  to  be  sure  your  tie  is  centered  or  your  earrings 
are  hanging  correctly.  You  feel  on  stage,  but  would  you  ever  have  it  otherwise  — 
in  London?  It  is  Wall  Street,  Washington  and  Beverly  Hills  all  rolled  into  one  — 
with  Savile  Row  suiting. 


Park  Lane  Is  for  Sybarites 


The  Park  Avenue  of  London  is  Park 
Lane,  one  of  the  world's  most 
expensive  pieces  of  real  estate  (highly 
valued  because  of  its  alluring  views  of 
Hyde  Park,  originally  a  hunting  forest 
owned  by  Henry  VIII).  Among  the  top- 
of-the-Iine  hotels  along  its  course  is 
The  Dorchester,  a  palace  that  magically 
caters  to  CEOs,  Hollywood  stars  and 
heads  of  state  with  equal  grace. 

Built  in  1931,  The  Dorchester 
recently  underwent  a  face-lift,  emerg- 
ing with  the  youthful  good  looks  of  a 
deluxe  hotel  built  for  the  1990s.  "We 
wanted  to  create  a  friendly  but  profes- 
sional atmosphere,"  says  Director  and 
General  Manager  Ricci  Obertelli,  who 
made  sure  the  surgery  was  successful  by 
staying  overnight  in  virtually  every  one 
of  the  redone  suites  and  rooms. 

Fine  food  continues  to  be  a 
Dorchester  strength.  The  venerable 
Grill,  practically  a  British  institution, 
serves  roast  beef  and  Yorkshire  pudding 
off  a  silver  trolley  —  with  lemon  rasp- 
berry syllabub  or  passion  fruit  charlotte 
for  the  finale.  The  famous  Terrace,  a 
delight  for  evening  dining,  features 
light  French  fare  with  music  for  danc- 
"ng  between  courses.  And  the  new,  chic 


The  Dorchester's  Front  Hall  greets  guests  with  warmth 
and  elegance. 

Oriental,  already  MicWm -starred,  offers 
succulent  Cantonese  dishes. 

If  slimming  rather  than  amplify- 
ing your  figure  is  high  on  your  wish 
list,  you  can  disappear  into  the  treat- 
ment facilities  in  The  Dorchester's  new 
sybaritic  spa. 

Slipping  out  to  London's  suburbs 
to  see  the  sights  is  just  as  easy.  You  can 
head  south  to  Chartwell  (in 
Westerham),  Sir  Winston  and  Lady 
Churchill's  country  home  filled  with 
mementos  and  graced  with  a  yellow- 
rose  garden. 

Finish  your  sojourn  back  at  the 
Dorchester's  well-stocked  Bar  —  with  a 
glass  of  fine  port. 
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Browsing  in  Mayfair's  Super  Shops 


overlooking  Hyde  Park,  The  Four 
Seasons  Inn  on  the  Park  is  a  rela- 
tive newcomer  to  London's  five-star 
hotel  map.  But  in  just  23  years —  17 
of  them  under  the  tutelage  of  Regional 
Vice-President  and  General  Manager 
Ramon  Pajares  —  The  Four  Seasons  inn 
on  the  Park  has  made  its  mark  as  a  hotel 
that  combines  modern  structure  with  an 
interior  design  and  service  steeped  in 
tradition.  The  Pine  Room,  for  example, 
used  for  private  receptions,  features 
crafted  pine  from  the  aristocratic 
Hamilton  family's  house  that  originally 
stood  on  this  site. 

Howard  Hughes  sought  solitude 
at  the  hotel  for  1 1  months  in  the  early 
1970s,  and,  since  that  time,  politicians 
and  celebrities  have  continued  to  enjoy 
the  discretion  and  service  synonymous 


Elegant  and  beautiful  surroundings  with  close  attention 
to  detail  characterize  The  Four  Seasons  Inn  on  the  Park. 


with  The  Four  Seasons  Inn  on  the  Park. 
"However  beautiful  a  building  and 
its  decor,  however  extensive  its  range  of 
services  and  amenities,  this  is  insufficient 
without  staff  dedicated  to  delivering  a 
superior  level  of  service  with  the  closest 
attention  to  detail,"  says  Pajares.  "It  is  the 


people  who  work  here  who  contribute  so 
strongly  to  the  character  of  our  hotel, 
and  we  select  our  staff  extremely  care- 
fully. We  can  teach  procedures,  but  we 
can't  teach  attitude.  Efficiency  and  charm 
must  be  combined." 

The  hotel  enjoys  a  pivotal  posi- 
tion for  sightseeing  and  shopping. 
Around  the  corner  are  the  ostentatious 
and  outre  pleasures  of  Mayfair,  from 
grandiose  Grosvenor  Square,  with  the 
Saarinen-designed  American  Embassy 
on  one  flank,  to  the  diminutive  pubs 
and  shops  of  Shepherd  Street  that  lead 
into  infamous  Curzon  Street.  Walk  a 
few  more  blocks,  and  you  can  visit  the 
art  galleries  and  auction  houses  along 
New  and  Old  Bond  Street,  wander 
through  the  19th  century  Burlington 
Arcade  (with  uniformed  beadle  on  duty) 
or  have  a  Savile  Row  tailor  measure  you. 

Around  Piccadilly  Circus,  you  can 
shop  Lillywhites  for  sportswear, 
Hatchards  for  books  and  Fortnum  & 
Mason  (provisioner  to  the  royal  house- 
hold) for  foods.  Or  dodge  south  on  St. 
James's  Street  to  Berry  Brothers  for  fab- 
ulous port  and  Lobb  for  the  best  in 
shoes.  Make  another  turn  east  into 
Jermyn  Street  for  Turnbull  &  Asser's 
men's  shirts  and  the  Stiltons  of  cheese- 
monger Paxton  &  Whitfield. 

Surprised  at  what  you  found  in 
your  shopping  expedition?  Value  for 
your  money  is  the  rage  of  the  1990s,    . 
but  it's  hardly  a  new  concept  for  the 
British.  These  days  you  may  even  hear 
an  Englishman  mention  The  Walpole 
Committee,  recently  organized  to  send 
the  message  that  the  British  are  incom- 
parable craftsmen  and  their  pedigreed 
stores  are  "finds." 


London's  summer  social  calendar  includes  the  art  exhib- 
it at  the  imposing  Royal  Academy,  whose  treasures 
include  works  by  Turner,  Reynolds  and  Gainsborough 
and  Michelangelo's  Madonna  and  Child. 
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EEiNG  A  Smash  Hit  in  the  West  End 


Round  the  clock  The  Savoy  is  on 
stage,  its  appetite  for  acting  whet- 
ted long  ago  by  the  man  who  founded 
it,  theater  and  Gilbert  &  Sullivan  impre- 
sario Richard  D'Oyly  Carte.  Midway 
between  West  End  theaters  and  the 
City,  London's  financial  district,  the 
grand  hotel  cleverly  merges  sophistica- 
tion and  show  biz,  from  the  woody 
lobby  that  looks  centuries  old  to  the 
swish  spa  nearing  completion  above  the 
Savoy  Theater. 

Launched  in  1889  with  Cesar 
Ritz  at  the  helm.  The  Savoy  has  always 
enjoyed  making  noise  in  social  circles. 
"It's  a  magical  place  full  of  naughtiness," 
says  Director  and  General  Manager 
Herbert  Stri^ssnig.  "The  walls  talk.  It's 
glamorous  —  filled  with  business  and 
life.  It  has  an  uncanny  knack  of  never 
letting  you  go  when  you  stay  there." 

Maybe  so,  but  The  Savoy  is  a 
natural  launching  pad  for  seeing  a  lot  of 
London.  Only  blocks  away  is  Covent 
Garden,  awash  with  Greenwich 
Village-type  shops,  museums  both 
older  (Transport)  and  newer  (Theater) 
and  bistros  from  Indian  to  Italian. 


The  Houses  of  Parliament  and  Big  Ben  are  only  the 
beginning  of  your  journey  thirougfi  tfie  joys  of  London, 
wfiere  smart  sfiops  and  cfiic  bistros  abound. 


If  you're  aching  for  the  London 
theater  —  very  good  and  very  cheap  — 
you're  only  a  five-minute  taxi  ride  from 
The  Importance  oj  Being  Earnest,  Kiss  oj  the 
^ider  Woman  and  Cyrano  de  Bergerac,  all 
now  playing. 

Going  east  from  The  Savoy,  you'll 
encounter  Simpson's-in-the-Strand,  home 
of  traditional  English  cooking.  You  can 
also  sample  18th  century  life  as  it  was 
when  social  commentator  Samuel  Johnson 
and  his  sidekick,  James  Boswell,  were 
holding  forth  in  Ye  Olde  Cheshire 
Cheese.  If  you  have  silver  bargains  in 
mind,  visit  the  nearby  underground  arcade 
of  more  than  30  shops  in  Chancery  Lane. 

A  pub  truly  out  of  the  past?  Take 
a  cab  across  the  Thames  to  the  George 
Inn,  a  half-timbered  haven  for 
Shakespearean  actors  in  Elizabethan 
times  —  beloved  for  its  old  bar  where 
Dickens  reputedly  made  notes  for  Little 
Dorrit.  It  may  well  be  London's  most 
'."ewitching  pub. 


Taki 
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the  Thanied  to  the 
George  Iniij  a  half- 
tunhered  haven  for 
Shakejpearean 
actorj  in  Elizabe- 
than tune<i.  It  may 
he  London  [i  modt 
bewitching  pub. 


It's  life  in  the  faster  lane  —  with  show  biz  touches  —  at 
The  Savoy,  now  completing  a  new  state-of-the-art  spa 
and  a  painstaking  redo  of  its  namesake  theater. 
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From  Harrods  to  Hampton  Court  — All  in  a  Day 


The  wonderful  windows,  displays, 
merchandise  —  American  stores 
still  have  something  to  learn,"  said  a 
veteran  New  York  shopper  recently 
after  visiting  Harrods,  the  Knights- 
bridge  landmark.  For  like-minded  shop- 
pers, staying  at  The  Berkeley  in 
Belgravia,  the  elite  enclave  that  is  steps 
away  from  Harrods,  is  akin  to  an 
archaeologist  putting  up  at  a  hotel  next 
to  the  British  Museum.  It  is  heaven  on 
London's  earth. 

A  remake  of  the  famous  hotel  that 
once  graced  the  Piccadilly  area,  the 
new,  marble-sheathed  Berkeley  has  just 


Beside  the  Thames  sits  Hampton  Court,  the  Tudor 
palace  that  Cardinal  Wolsey  built  and  then  gave  to 
Henry  VIII.  Five  of  Henry  Vlll's  queens  lived  there. 


reached  full  maturity  at  age  21  wfth  all 
the  twittering  and  fluttering  of  a  debu- 
tante at  a  coming-out  party.  The  hotel's 
old-money  look,  complete  with  original 
paneling  by  Sir  Edwin  Lutyens,  belies 
the  younger  heart  of  Director  and 
General  Manager  Stefano  Sebastiani,  a 
dashing  figure  who  does  motor  racing 
in  his  few  spare  moments.  He  has 
added  plenty  of  high-performance  fuel 
to  The  Berkeley  itself. 

Check-in  at  The  Berkeley  is  so 
discreet  that  you  might  think  you  were 
visiting  a  private  home.  No  front  desk, 
no  cashier's  cage,  no  pileup  of  luggage 
—  it  is  all  so  personalized  that  the  fine 
furniture  in  your  room  seems  to  have 
your  name  on  it.  To  add  pizzazz  to  the 
polish,  you  can  book  one  of  the  conser- 


Need  pampering?  The  conservatory-style  Wellington 
Suite  at  The  Berkeley  brings  the  outdoors  indoors  — 
with  a  sauna  for  freshening  up. 

vatory-style  suites,  which  include  a 
sauna  and  planters. 

"We  hope  you  can  relax  in 
London  and  see  our  countryside,"  says 
Sebastiani.  "We  can  have  a  chauffeur- 


A 
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driven  Daimler,  Rolls  Royce  or  Mercedes 
at  our  front  door  in  minutes  to  escort  you 
on  a  guided  tour  of  Windsor,  Hampton 
Court  and  other  temptations  of  the 
Thames  Valley."  If  you  have  a  craving  for 
golf  or  tennis,  you  can  play  the  links  at 
the  Wentworth  Golf  Club,  home  to  the 
World  Matchplay  Championship,  in 
Surrey  or  tennis  at  the  exclusive  Vander- 
bilt  Tennis  Club  in  West  London  free  of 
charge.  On  your  return,  drop  in  at  the 


Bedided  Harrodd^ 
explore  elegant 
dpecinlty  dhopd. 


Grenadier,  an  1812  pub  only  steps  away 
from  the  hotel. 

Besides  Harrods,  you  can  explore 
many  elegant  specialty  shops  in  The 
Berkeley's  neighborhood,  including  MP 
Levene  and  Wm,  Hawkes  &  Son.  If 
you're  "shopped  out,"  take  the  elevator 
to  The  Berkeley's  health  club.  Swim  and 
tan  around  the  Greco-Roman  pool  — 
the  only  rooftop  spa  in  the  city  with  a 
sliding  roof  that  closes  on  cooler  days. 


A  Stately  London  Home 


The  setting  is  a  picturesque  part  of 
London's  exclusive  Mayfair.  A  stroll 
along  Mount  Street,  with  its  beautiful 
antique  shops,  through  the  adjoining 
colorful  garden,  brings  you  to  the  glitter- 
ing Connaught  and  into  a  world  of  gen- 
tleness and  a  unique  atmosphere  of  cozi- 
ness,  warmth  and  tranquility.  An  impres- 
sive mahogany  staircase  makes  a  central 
feature,  within  a  homey  entrance  Hall. 

Over  the  last  ten  years,  £l5  mil- 
lion has  been  spent  on  renovations,  all 
carried  out  with  the  utmost  care  to  pre- 
serve the  character  and  ambience  of  the 
past  and  to  modernize  facilities  to  the 
latest  standard.  The  most  recent  project, 
of  £2.5  million,  has  been  carried  out  for 
the  full  renovation  of  the  kitchens  and 
basement  areas,  including  the  imple- 
mentation of  the  latest  technology  in 
refrigeration  and  food  handling. 

There  is  a  wonderful  dignified 
tranquility  here  —  a  simplicity,  a  rapport 
between  the  staff  and  the  guests.  "There 
is  no  mystery,"  says  Managing  Director 
and  General  Manager,  Paolo  Zago.  The 
Connaught  is  small  and  run  like  a  private 
home,  providing  good  service  and  good 
food  —  the  fuVidamental  meaning  of 
innkeeping'  —  with  a  proprietary  con- 
cern for  getting  even  the  minutiae  just 
right.  It  has  forged  its  own  style  and  is 


not  in  competition  with  anyone:  "We 
don't  select  our  guests  —  they  select  for 
themselves,"  and  The  Connaught  enjoys 
the  privilege  of  85%  return  visitors. 
Spring  and  fall  are  particularly  exciting 
months  but  The  Connaught,  at 
Christmas,  is  an  oasis  of  serenity. 

Guests  like  the  Hotel  so  much  that 
they  will  book  a  year  ahead  to  ensure 
a  room  during  Ascot  and  Wimbledon. 
There  is  a  careful  choice  in  furnishings 
and  accessories  for  the  bedrooms  and 
suites,  delicate  colors  in  the  luxurious 
chintzes,  antique  furniture  anchcom- 
pletely  renewed  bathrooms.  Cool,  crisp, 
pure  linen  sheets  ensure  a  soothing  and 
comfortable  night's  sleep,  and  the  luxury 
of  exceptionally  large,  fluffy  bath  tow- 
els and  bathrobes  adds  to  the  feeling  of 
well-being. 

The  Connaught  has  two  dining 
rooms  —  the  Restaurant,  with  gleaming 
mahogany  paneling,  and  the  smaller 
Georgian  styled  Grill  Room  —  both 
serving  dishes  prepared  with  meticulous 
care  under  the  supervision  of  Michel 
Bourdin,  for  many  years  Sous  Chef  to  his 
mentor,  the  renowned  Alex  Humbert, 
who,  during  the' 1950s,  made  famous 
Maxim's  in  Paris.  Zago  brought  Bourdin 
to  The  Connaught  1 8  years  ago.  The 
piece  de  resistance  is  the  extensive 


Grande  Carte  menu  of  French  cuisine 
and  traditional  English  specialities  but, 
for  luncheon,  there  is  also  a  table  d'hote 
with  a  generous  choice  for  a  three- 
course  meal.  During  the  Game  Season, 
between  August  and  January,  the 
Grande  Carte  includes  an  unmatched 
variety  in  choice  of  grouse,  wild  duck, 
woodcock,  pheasant  and  partridge, 
cooked  and  presented  to  perfection. 
When  asked  about  change  for 
The  Connaught  in  the  1990s,  Zago 
replies:  "Our  guests  keep  reminding  me 
'don't  change  a  thing.' " 


The  Connaught  in  Mayfair  is  the  last  word  in  aristocratic 
service,  with  a  staff  mostly  in  morning  dress. 
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Art  and  Antiques  for  the  Carriage  Trade 


For  Claridge's,  life  since  Richard 
D'Oyly  Carte  turned  it  into  a  sophis- 
ticated hotel  has  been  a  marriage  of 
impeccable  service  and  discerning 
guests.  The  hotel  offers  assurance  that 
long  servers  on  the  staff  will  greet  you 
like  an  old  friend,  the  fire  will  be  crack- 
ling in  the  Hall  and  the  champagne  cork 
will  pop  —  but  softly  and  discreetly. 

"Downstairs,  it  has  the  feeling  of 
a  grand  hotel, "  says  Director  and  General 
Manager  Ronald  F.  Jones  OBE.  "Upstairs, 
it's  comforting,  relaxing  and  reliable." 

Not  without  a  sense  of  humor 
about  the  hotel,  Claridge's  staff  will 
recount  how  two  kings  once  demanded 
the  sumptuous  royal  suite.  A  quick- 
thinking  manager  told  them  that  most 
unfortunately  the  ceiling  of  that  suite 
had  fallen,  averting  an  international 


An  evening  out  could  include  taking  in  a  performance 
at  the  Royal  Opera  House. 


From  its  handsome  Front  Hall  to  its  stylish  suites, 
Claridge's  is  a  model  of  royal  comforts. 

incident  by  giving  them  suites  of  equal 
status  on  separate  floors. 

After  a  day  of  touring  London  — 
it  could  be  a  visit  to  the  Wallace 
Collection,  one  of  London's  best-kept 
art  secrets  —  it's  a  help  to  have  a  maid 
brush  your  hair  and  run  your  bath,  a 
valet  return  the  jacket  (in  tissue  paper) 
you  wanted  pressed  and  a  waiter  deliver 
caviar  and  champagne  before  you  step 


out  to  Annabel's  for  the  evening.  Or 
would  you  prefer  a  filet  d'agneau  poele 
a  la  creme  de  menthe  fraiche,  the  chef's 
specialty,  in  Claridge's  own  restaurant, 
served  to  the  sounds  of  the  Hungarian 
quartet? 

It's  all  part  of  the  wonderful 
British  blend  of  modern  comforts  and 
traditional  style.  As  Clement  Attlee, 
first  Earl  Attlee  and  British  politician, 
stated  so  aptly:  "The  British  have  the 
distinction  above  all  other  nations  of 
being  able  to  put  new  wine  into  old 
bottles  without  bursting  them." 

That's  what  British  Airways,  in 
fact,  has  done  with  its  Lounge  Pavilion 
in  Terminal  4  at  Heathrow.  There,  in 
clubby  surroundings  that  look  and  feel 
like  rooms  in  a  deluxe  hotel  rather  than 
an  airline  lounge,  you  can  relax,  drink, 
dine  —  or  even  snooze  —  before  your 
flight  home.  '^ 


«««r  „ 
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Whether  your  taste  runs  to  city  sophistica- 
tion or  country  charm  —  or  both  — 
Britain  and  Ireland  ojjer  many  options  for 
a  pleasurable  break  from  the  workaday 
world.  For  more  information  about  travel  to 
Britain  and  Ireland,  please  contact-. 

British  Airways  800-AlRWAYS 

British  Tourist 

Authority  212-986-2200 

The  Leading  Hotels 
of  the  World  800-223-6800 

In  New  York  City      212-838-3110    ' 


Photos  of  England  and  Scotland,  courtesy 
of  the  British  Tourist  Authority. 

"Gems  of  the  British  Isles"  was  written  by 
J.  Paul  Axlinc,  a  Harvard-educated  author 
who  has  lived  in  London. 

Design:  frierson  mce  +  hcrman, 
New  York  City 
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When  only  the  very  best  hotel  accommodations  will 
do,  choose  from  the  270  Leading  Hotels  of  the  World, 
located  on  six  continents  in  56  countries  throughout 
the  world. 

They  share  impeccable  standards  in  service, 
decor  and  cuisine.  Yet  each  is  renowned  for  its  own 


individual  style,  beauty  and  character. 

For  reservations,  a  complimentary  copy  of 
The  Leading  Hotels'  1993  Directory  and  a  one 
month  free  home  use  of  The  Leading  Hotels'  new 
video,  contact  your  travel  consultant  or  telephone 
(800)  223-6800  or  (212)  838-31 10.  Fax  (212)758-7367. 


"TlxFIeadmfHotels  ofthdWorld 

The  Greatest  Tradition  in  Hospitahty  the  World  Has  Ever  Known 


^e  give  new  meaning  to  high  tea. 


Freshly  brewed  tea,  scones  and  Devonshire  cream,  a  small  taste  of  England  served  with  perfect 
aplomb  at  37,000  feet.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


BRITISH  AIRWAYS 

The  worlds  favourite  airline."  ,^r 


(coyote   JACK   fashion) 


DDSTERS 


'*A  design  so  good  it  actually  works, "  reports  our  hard-working  cowboy, 
alert  to  the  need  to  keep  the  water  and  wind  out,  and  the  heat  in. 


If  a  cowboy's  saddle 
is  the  Leather 
Throne,  this  is  the 
room  it  is  in.  (Some  call 
us  the  Highly  Exalted, 
and  there  is  a  reason  for 
this.  We  will  never  be 
replaced.  No  mere 
machine  could  stand 
the  abuse.)  Why,  verily, 
the  hat  itself  was  the 
invention  of  John  B. 
Stetson,  who  called  it, 
modestly,  the  Monarch 
Of  The  Plains. 

The  duster  is  one  of 
those  designs  so  good  it 
actually  works,  does 
everything  possible  to 
ward  off  the  weather. 
Riding,  you  unsnap  the 
back  gusset,  splitting 
the  coat  so  that  it  covers 
both  your  legs  and  the 
saddle.  The  rain  flap 
over  the  shoulders, 
where  the  weight  of  the 
duster  hangs,  sheds  the 
water  and  keeps  out  the 
cold.  Two  layers  on  the  shoulders  and  then  the  chill 
doesn't  come  through  so  much.  The  collar  turns  up 
good  and  high  around  your  neck  and  snaps.  And  it  is 
made  of  good  English  waxed  cotton,  just  like  you  see 
on  all  them  New  Yorkers  these  days,  on  their  way  to  a 
duck  blind  in  Queens. 

Now  consider  the  subject  of  the  Highly  Exalted. 
Calves  refuse  to  be  born  at  all  unless  there  is  a  full- 
blown blizzard  going,  though  rare  exceptions  will  con- 
sent to  appear  if  the  mother  is  buried  up  to  the  ears  in 
a  mudhole.  (The  essential  difference  between  a  cow 


Amid  the  folds  of  a  duster,  "I  could  he  so  heavily 
armed  I  oughts  be  commissioned  a  man-of-war. " 


and  a  sheep  is  the  cow  is 
always  looking  for  a 
place  to  hide,  while  the 
sheep  is  always  looking 
for  a  place  to  die.)  You 
are  not  standing  quietly 
during  this  blizzard  or 
rainstorm,  you  are  dodg- 
ing through  the  brush 
looking  for  the  leetle  dar- 
lings. To  know  a  little  bit 
how  it  feels,  do  go 
through  a  carwash  on  a 
pogo  stick.  One-handed. 
I  wear  my  duster 
walking  in  town  in 
hellish  weather,  for 
nothing  keeps  out  the 
wind  as  well.  They  are 
marvelous  for  sitting  in 
duck  blinds,  and  when  I 
am  in  large  cities  where 
more  than  the  weather 
is  hostile,  I  could  be  so 
heavily  armed  I  oughts 
be  commissioned  a 
man-of-war,  there  amid 
the  lengthy  folds. 

Montana  Dusters  has 
been  making  these  for  a  long  time,  along  with  hunt- 
ing coats  and  such,  and  they  are  very  well  thought  of 
by  us  Highly  Exalted  reduced  to  the  herding  of  dudes 
on  pack  trips.  Our  new  subjects  have  the  same  habits 
as  the  old  ones,  so  we  don't  got  to  retrain. 

As  for  the  Highly  Exalted,  the  best  way  to  make  a 
good  cowboy  is  catch  a  sheepherder  and  beat  his 
brains  out.  iB? — Coyote  Jack 

(All  Montana  Frontier  Dusters  are  custom-made. 
Available  in  black,  green,  navy  and  brown,  they  cost  $250. 
Call  Pat  Legato  at  406-  721-0284.) 
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Drinking  In  March 


By  Don  Vivant 


March  is  a  splendid  month  for  drinking,  far  bet- 
ter than  most  of  the  other  months — although 
the  others  are  excellent  for  drinking,  too, 
each  month  in  its  own  individual  way,  of  course.  Some 
of  the  months  are  admittedly  a  bit  monochromatic  in 
terms  of  drinking;  August,  for  instance,  is  so  clouded  by 
gin-and-tonic  that  it  seems  almost  subaqueous,  translu- 
cent with  a  slightly  blue  cast,  like  the  light  from  a  tele- 
vision seen  from  the  street.  The  Merry  Month  Of  May 
is  rather  tediously  jolly,  jolly,  jolly.  November  is  the 
brownly  melancholy  with  Manhattans  and  bourbon-on- 
the-rocks  triumphing,  the  way  they  do  each  year,  over 
the  vodka  gimlets  and  dry  martinis  of  October. 

But  March  is  different!  March  is  ecstatically  kaleido- 
scopic, endlessly  vari- 
ant and  mysterious 
and  challenging. 
March  is  veritably  the 
Cleopatra  of  drinking 
months:  custom  can- 
not stale  her  infinite 
variety. 

There  is  some- 
thing to  have  a  drink 
to  celebrate  on  every 
single  day  in  March! 


On  March  1 — the  very  first  day! — for  instance,  Ohio 
becomes  the  17th  state  to  enter  the  Union  in  1803. 
Think  of  it!  The  17th  state!  That's  well  worth  drinking 
to!  What  would  we  do  without  Ohio,  right  there  some- 
where out  there  in  our  country.^  Think  of  the  hole  it 
would  leave  if  it  weren't  there.  IT'S  certainly  worth 
three  or  four  down-to-earth  blended  American  whiskies 
with  beer  chasers,  just  to  celebrate  old  Ohio  being  there 
just  where  it  should  be! 

Then,  the  next  day,  March  2,  but  33  years  later,  in 
1836,  Texas  declared  its  independence  of  Mexico.  Mar- 
garitas are  what's  called  for  here,  with  salt  on  the  rim, 
and  a  platter  of  tacos.  Viva  La  Lone  Star  State! 

March  3  nothing  much  happened,  not  since  St. 
Cunegond,  Queen  of  Bavaria,  died  in  1033.  But  don't 
let  that  matter!  For  such  a  lemon  of  a  day,  make 
whiskey  sours  with  nice,  fresh-squeezed  lemon  juice, 
sip  contentedly. 

On  March  4,  1969,  Chastity  Bono  was  born  to 
Sonny  and  Cher!  So  much  baby  business  cries  out — 
squalls! — for  a  drink  with  some  dairy  in  it:  a  brandy 
Alexander  would  be  both  soothing /vw/ celebratory. 

On  March  5,  1953,  Joseph  Stalin  died,  which  of 
course  requires  drinking  fine  Russian  vodka. 

On  March  6,  in  1908,  Lou  Costcllo  was  born.  \Vc 
should  commiserate  with  this  most  obtuse  man.  He 
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never  seemed  able  to  grasp  simple  facts  about  a  certain 
baseball  team:  the  first  baseman's  actual  name  was 
"Who";  the  man  playing  second  base  was  called 
"What";  and  the  individual  on  third  base  had  the  rather 
odd  name  of  "I.  (perhaps  for  Ivan?)  Don't  Know." 
Nothing  hard  about  that.  Calls  for  cold  beer  and  Fen- 
way franks. 

On  March  7  Luther  Burbank  was  born  in  Lancast- 
er, Mass.,  in  1849.  Among  the  plants  this  horticulturist 
developed  are  the  white  blackberry  and  the  spineless 
cactus.  You  have  the  white  blackberry  wine,  and  I'll 
have  the  spineless  cactus  tequila. 

March  8  is  the  day  of  the  Full  Worm  Moon,  which 
marks  the  beginning  of  warming  weather,  when  small 
creatures  begin  to  come  back  to  life.  It  cries  out  for 
toasting  with  mescal  with  the  authentic  worm  in  the 
bottle. 

March  9  is  Panic  Day.  The  idea  is  to  "run  around  all 
day  in  a  panic,  telling  others  you  can't  handle  it  any- 
more," according  to  the  sponsors,  the  Wellness  Permis- 
sion League,  organized  by  Tom  Roy  and  Ruth  Deck. 
Have  something  calming  and  good  for  your  ulcer,  like  a 
scotch-and-warm-milk. 

Of  course,  you  have  an  alternative  for  March  9,  for 
on  that  day  in  1822  the  first  patent  for  artificial  teeth 
was  issued.  Pour  into  a  shaker:  2  ounces  of  gin,  2 
ounces  of  Grand  Marnier,  then  stir  in  a  tube  of  Poli- 
dent,  and  thelebrate\ 

March  10,  1876,  was  the  first  time  anyone  was 
peremptorily  summoned  by  telephone.  Alexander  Gra- 
ham Bell  transmitted  the  message  to  his  assistant,  who 
was  right  there  in  the  next  room:  "Mr.  Watson,  come 
here.  I  want  you."  To  counteract  the  aggravation  we 
feel  with  most  modern  conveniences,  let's  have  a 
daiquiri  made  in  a  blender. 


On  March  11,  in  1302,  Romeo  married  Juliet.  Some 
dispute  this  date,  but  I'm  not  one  of  them.  Of  course 
the  marriage  didn't  last  long,  but  let's  toast  Love  any- 
way— with  Champagne,  of  course! 

On  March  12,  1912,  a  man  parachute-jumped  from 
an  airplane  for  the  first  time.  It  would  seem  appropriate 
to  celebrate  in  a  Tiki  bar  with  a  lot  of  those  rum  drinks 


C^  v-# 


CROtO/J 


) 


ETKeLReD 


that  come  with  little  umbrellas  stuck  in  them. 

On  March  13  nothing  seems  to  have  happened. 
Do  without  a  drink.  It  won't  hurt  you. 

March  14,  in  1879,  Albert  Einstein  was  born,  and 
on  the  same  date  93  years  later,  in  1972,  Burt  Reynolds 
appeared  nude  in  a  Cosmo  centerfold.  To  celebrate  this 
triumph  of  body  over  mind,  have  a  gin  sling,  if  you  can 
find  the  recipe. 

March  15  is  the  Ides  Of  March,  when  Julius  Caesar 
was  assassinated  in  Rome:  Strega  on  the  rocks. 

March  16  is  the  anniversary  of  the  My  Lai  mas- 
sacre. Here  we  should  drink  not  to  celebrate  but  to 
regret  and  forget.  Bloody  Marys,  I'm  afraid. 

March  17  is  St.  Patrick's  Day.  Jameson's  Irish 
whiskey  chased  with  Guiness  stout.  Try  not  to  litter. 

March  18,  in  978,  Ethelred  the  Unready  became 
King  of  England  after  the  assassination  of  St.  Edward 
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the  Martyr.  Scotch 
and  water,  no  ice,  to 
help  steady  the  poor 
fellow. 

March  19  is 
when  the  swallows 
return  to  Capistrano. 
Requires  an  estate- 
bottled,  dry  red  wine 
from  a  fine  California 
vintner;  pay  $19.95 
willingly. 

On  March  20, 
1928,  Fred  Rogers 
was  born.  The  other 
day  he  spoke  to  me  from  the  TV  and  said  he  liked  me 
just  the  way  I  am,  something  no  one  has  otherwise  said 
to  me  in  a  long,  long  time.  Toast  him  with  the  oldest 
and  most  expensive  cognac  you  can  find;  he  deserves  it. 
March  21  ushers  in  a  sequence  of  perfectly  splen- 
did drinking  days,  remarkable  even  for  the  month  of 
March.  For  March  21  is  not  only  the  first  day  of  Spring 
(the  vernal  equinox)  but  also  the  first  day  of  the  Zodi- 
ac's sign  of  the  Ram  (both  well  worth  celebrating). 

Now  the  very  next  day,  March  22,  is  the  birth  date 
of  Captain  James  T.  Kirk  of  the  Starship  Enterprise  in 
the  year  2233;  he  will  be  born  in  the  small  Iowa  town  of 
Riverside,  which  has  issued  a  proclamation  of  this 
"Future  Historical  Event."  But  think  of  this:  on  thev&xy 
same  day,  in  the  year  1931,  William  Shatner,  the  actor 
who  brought  Captain  Kirk  to  life  on  the  "Star  Trek" 
television  series,  was  born — 302  years  earlier!  Makes 
you  think,  don't  it.-*  And  to  think  is  to  drink,  to  para- 
phrase Descartes,  and  the  absolute  best  drink  for  think- 
ing is  sherry.  Sit  contemplatively  in  a  wing  chair  by  the 
fireplace,  sipping  and  savoring  a  fine  glass  of  sherry,  and 
meditate  on  these  events.  Try  to  make  sense  of  them, 
try  to  make  it  all  add  up. 

Then  the  very  next  day,  March  23,  in  1775,  Patrick 
Henry  said,  "Give  me  liberty,  or  give  me  death,"  words 
that  shake  the  soul,  and  a  shaken  soul  wants  a  shaken 
drink — martinis  made  the  way  James  Bond  always 
wanted  his:  "shaken  not  stirred."  Not  tee  many  mar- 
toonies,  though,  for  the  /;^x/ day,  March  24,  is  the 
anniversary,  in  1989,  of  the  Exxon  Valdez  oil  spill,  1 1  mil- 
lion gallons  of  oil  into  the  beautiful  Prince  William 
Sound,  and  one  ought  to  have  martinis  again,  this  time 
with  a  lemon  twist  to  squirt  the  oil  of  the  peel  to  spread 
out  over  the  crystalline  clarity  of  the  chilled  gin.  Imag- 
ine: two  consecutive  days  to  have  martinis!  Oh,  March 
is  a  superlative  month  for  drinking! 

March  25  was  the  first  day  of  the  first  month  of  the 
Roman  year,  until  the  Gregorian  calendar  was  adopted, 
in  England  in  1752.  The  original  Roman  calendar,  intro- 
duced in  the  seventh  century  B.C.,  had  ten  months  with 


305  days  that  began  with  March.  Imagine  a  year  with 
305  days  beginning  in  March!  Don't  try  to  tell  me  that 
isn't  a  swell  reason  for  drinking!  A  quick,  fast  year  like 
that  calls  for  a  sloe  gin  fizz. 

March  26,  1908,  was  the  birthday  of  Betty  Mac- 
Donald,  author  of  the  famous  book  The  Egg  And  1.  Drink 
egg  nog  in  honor  of  her,  and  consider  how  fleeting  is 
fame,  especially  bestsellerdom. 

March  27,  1958,  Nikita  Khrushchev  became  pre- 
mier of  the  old  U.S.S.R.  Remember  how  he  said, 
"History  is  on  our  side;  we  will  bury  you".?  We  should 
celebrate  with  a  resurrection  cocktail.  Try  a  "Vam- 
pire"— equal  parts  vodka  and  creme  de  cacao. 

March  28,  1909,  was  Nelson  Algren's  birthday. 
Nelson  was  one  of  Chicago's  greatest  drinkers;  and  if 
he  ended  his  days  in  the  Hamptons,  he  was  in  good 
hands  toward  the  end  (Betty  Friedan's  actually,  oddly); 
and  it  would  be  appropriate  to  lift  a  glass  of  bourbon  in 
tribute  to  him. 
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March  29,  1867, 
Canada  was  created  by 
order  of  Parliament,  so 
have  some  of  their 
national  drink,  if  they've 
settled  on  one  yet. 

March  30,  1853,  Vin- 
cent van  Gogh  was  born, 
and  if  you  don't  feel  like 
toasting  the  exorbitant 
prices  his  work  has  been 
getting  (now  that  it's  too 
late  for  him),  you  can  still 
congratulate  yourself  on 

never  having  cut  off  your  ear  out  of  love  for  a  hooker — 
unless  you  ever  actually  have,  of  course.  Pastis  and  water 
always  take  away  the  aches  in  Provence. 

It  is  only  now,  the  next  morning,  that  we  come  to 
March  31,  for  March  is  a  nice  /ong  month  for  drinking. 
And  on  March  31,  in  1621,  was  born  Andrew  Marvell, 
who  wrote: 

But  at  my  back  I  always  hear 
Time's  winged  chariot  hurrying  near; 
And  yonder  all  before  us  lie 
Deserts  of  vast  eternity. 

And  if  that  isn't  a  culminating  reason  for  having  a 
drink  I'll  never  know  what  is!  Carpe  diem.  Sci/e  the 
damn  day.  Eat,  drink,  and  be  merry,  for  tomorrow  we — 
uh — may  not  be  able  to,  for  one  reason  or  another.  The 
sense  of  our  mortality  has  always  been  the  best  reason  of 
all  to  have  a  little  snort,  even  in  a  Month  of  Sundays. 

For  remember:  tomor- 
row  is  April  Fools'  Day,  and       IVfV     \/\  N/3l/UV" 
the  joke  is  on  all  of  us.  89 
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An  FYI  Travel  Guide 

Call  or  send  in  the  FYI  reader 
service  card  and  receive  valuable 
travel  information  from  the 
advertisers  here. 


LEGENDARY 

PRAGUE, 

GATEWAY  TO 

THE  GRANDEUR  OF 

CENTRAL  EUROPE. 

Discover  Prague  with  its  beautifully  pre- 
served cobblestone  streets,  charming 
cafes,  majestic  cathedrals,  thrilling  music 
festivals  and  friendly  people.  Prague  is  the 
heart  of  our  1 4  tours  to  the 
best  of  Central  Europe. 

Affordable,  flexible  and 
enlightening  packages 
that  capture  the  magic  of 
Vienna,  Salzburg,  Budapest, 
Bratislava,  Berlin  and 
Warsaw.  Free  Brochure. 


CEDOK 


CENTRAI-EVrnPE 


Central  Europe 
Travel  Bureau 

10  East  40th  St.,  New  York,  NY  10016,  (212]  689-9720 


Wilderness  Travel 


CALL  NOW  FOR  OUR  FREE   1  0«-PAeE  CATALOG  |  \^ 


120    TKIPS    ON    SIX    CONTINENTS... 

EXTHAORDINAIIV    DESTINATIONS... 

SMALL    GROUPS... 

THE    BEST    TRIP    LEADERS... 

Explore  the  majestic  beauty  of  the  Himalaya... 
Discover  the  mystical  woria  of  the  Inca. .Thrill  to 
the  drama  of  predator  and  prey  across  Africa's 

game-filled  plains...  Walk  the  idyllic  mountain 
trails  of  the  Alps. ..Find  the  Europe  other  tourists 
never  see...  Visit  Stone-age  islands  lost  in  time... 
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801  ALLSTON  WAY.  BERKELEY.  CALIFORNIA  94710 
800-368-2794    EXT.120    OR    510-548-0420 


The  European  Vacation  That 
Puts  You  in  the  Driver's  Seat! 

THE  FIRST-CLASS  FULL-SERVICE 
GUIDED  ADVENTURE  FOR  PEOPLE 
WHO  DON'T  RELISH  "TOURS". 

Motor  Trend's  ".  ..BEST  CAR  VAC  A  TION 


The  MperiTour 


The  AlpenTouris  a  profoundly  intimate 
and  consistently  thrilling  experience  of 
Europe  that  allows  total  personal 
freedom.  You  explore  Europe's  most 
exotic  and  beautiful  areas  by  car  or 
motorcycle,  at  vou  own  pace.  Go  with 
the  guide,  other  guests,  or  on  your 
own  -  you  choose  everyday.  The 
driving  is  easy. 

Yet,  the  AlpenTour  is  not  about 
driving  (unless  you  want  it  to  be).  It's 
about  having  the  flexibility  to  choose 
what  you  want  to  see  and  do  each  day 
outside  the  car.  Hidden  castles, 
art  treasures,  enchanting  villages, 
concerts,  hiking,  bicycling,  relaxation 
-  WHATEVER!  Your  guide  makes  sure 
you  know  what  you  can  do,  exactly  how 
to  go  about  it,  what  to  watch  out  for, 
and  how  to  avoid  the  tourist  hordes! 
We  give  you  the  shortcuts  and  tips  that 
save  time,  money  and  aggravation. 

We  prearrange  your  air,  hotels, 
vehicle  rental,  most  meals,  and  carry 
p  your  luggage,  costing  much  less  than 
Ifdoing  it  yourself! 

The  AlpenTour  offers  chances  to 
explore  Salzburg,  Venice,  Monte  Carlo, 
GsTAAD,  The  Riviera,  Portofino, 
St.  Tropez,  Lucerne,  Grenoble,  Cannes, 
Munich,  Verona,  Lakes  Garda,  Como, 
Maggiore,  Geneva,  Albertville,  Milan, 
Montreux,  Zurich  AND  MUCH  MORE! 

The  AlpenTour  \s  a  refined  package, 
designed  for  people  who  don't  know 
the  languages.  We  give  you  the  know- 
how  and  backup  that  makes  traveling 
on  your  own  easy  and  immensely 
more  interesting.  When  you  choose 
the  AlpenTour,  you  can  count  on 
excitement  and  adventure,  not  an 
expensive  imitation  of  a  high  school 
field  trip. 

15  Days  $3795  pp  includes:  guide  swissair 

(JFK),  all  hotels,  vehicle  rental,  most  meals,  full  luggage 
transport.  Call  for  details  or  see  your  Travel  agent. 
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Desmond  Adventures,  Inc.,  Suite  107 
1900  Folsom  St.,  Boulder,  CO  80302 
Tel:  800-827-2577  Fax:  (303)  786-8888 
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QUEEN  ELIZABETH  2  TO  EUROPE. 
Experience  Cunard's  majestic  QE2  on 
one  of  26  Transatlantic  crossing  between 
April  and  December.  The  best  five  days 
of  your  European  vacation.  For  a  free 
brochure,  call  1-800-221-8200. 
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P44       QE2  is  registered  in  Great  Britain.  ©1993  Cunard. 
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FREE  ISLAND  RESORT  GUTOES 

Nine  championship  courses,  four  in  Golf 
Digest's  Top  75,  special  golf  packages,  miles 
of  beaches  and  bike  trails,  pools,  marinas, 
superb  shopping,  plus  Historic  Charleston. 
KIAWAH  1-800-845-3911  Exr.  397 
SEABROOK 1-800-845-2233  Exr.  397 
WELD  DUNES  1-800-346-0606  E)cr.  397 

Ravenel  Associates,  Two  Beachwalker,  Kiawah,  SC  29455     i 
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On  yacht-like  Sea  Goddess,  treat  yourself 
to  a  7  to  10  day  vacation  like  no  other  in 
the  Caribbean,  Amazon,  Australia,  the 
Orient,  or  Europe.  For  a  free  brochure, 
call  1-800-221-8200. 
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A  roving  hand  of  American  card  sharks 

turns  up  in  Cairo,  with  their  own  special 

brand  of  Pyramid  scheme, 

Bv  MiciiAKL  Ron  Ik 


I. so  i{)Ki5i:s 


A  show  of  hands:  the  American  pros  would 
play  poker  anytime,  anywhere. 


3- 


Originally  a  hunting  lodge  favored  by  Egyptian  royalty, 
the  Mena  House  is  now  slathered  in  crystal  and  rose- 
wood and  gold,  and  home  to  a  casino  where  Saudi  sheiks 
routinely  stop  by  to  drop  $50,000  at  the  roulette  wheel. 
The  chief,  if  unstated,  motivation  behind  the  King  Tut 


C^  f     /"^HK  BASIC  IDEA  BEHIND  COMING  ALL  THE  WAY 

to  Africa  to  play  in  a  poker  tournament  is: 
anyone  we  haven't  seen  before,  we  can  beat 
It's  really  simple  as  that.  If  I  don't  know 
them,  I'm  better  than  them." 

Eric  Drache,  the  poker  room  manager  at  Las  Vegas's      Tournament  is  to  intercept  those  very  same  sheiks  (and 
Mirage  Hotel,  is  holding  court  at  Cairo's  Casino      their  petrodollars)  before  they  scuttle  back  to  their 
Shehrazade,  site  of  the  inaugural  King  Tut  International      harems.  (Because  of  strict  Islamic  law,  gambling  is,  of 
Poker  Tournament.  Accompanied  by  a  contingent  of     course,  forbidden  in  virtually  every  Arab  state  except 
professional  gamblers  that  includes  some  of  America's      Egypt.  But  even  guys  who  think  that  if  you  don't  believe 
best  card  players,  Drache  has  journeyed  to  Egypt  in      in  Allah,  you  ain't  shiite,  gotta  have  fun.) 
search  of  The  Big  Score — that 
pot  at  the  end  of  everv'  profes- 
sional poker  player's  rainbow. 
In  previous  years.  The  Big 
Score  has  had  Drache  and  a 
gang  of  well-heeled   poker 
celebrities  criss-crossing  the 
planet  like  jackals  in  search  of 
fresh    meat,    trekking  from 
Malta  to  Morocco,  Australia  to 
Austria    to    find    men    (and 
women)  willing  to  play  poker 
for  virtually  any  stakes,  armed 
with  a  degree  of  card-playing 
skill  blissfully  smaller  than  the 
size  of  their  bankroll.  "We 
don't  give  a  damn  about  their 
politics  or  their  religion,"  says 
Drache,  "and  we  really  have  no 
respect    for    their    money. 
Poker's  a  great  equalizer." 

Last  September  found  the 
high-rollers  hoping  The  Big 
Score  would  come  from  some- 
one who  looks  roughly  like 

Yasir  Arafat,  owns  an  oil  field  or  three,  and  has  not  the 
slightest  qualm  about  wagering  sums  approaching  the 
average  American's  annual  salary  on  a  card  game  he 
barely  understands.  In  short:  a  fun-lovin'  Arab. 

"The  whole  key  to  winning  at  poker  is  playing  some- 
one you're  better  than,"  Drache  explains.  "You  might  be 
the  10  millionth  best  player  in  the  world,  but  if  you're 
playing  the  1 1  millionth  you'll  win.  Of  course,  it  helps  to 
be  in  the  top  50." 

Drache  does  know  a  thing  or  two  about  cards.  Back  in 
1982,  the  now  defunct  Gambling  Times  ranked  him  the 
sixth-best  seven-card  Stud  player  in  the  world.  "His 
trouble,"  they  said  then,  "is  that  he  only  plays  with  the 
top  five."  So  for  someone  like  Drache,  plunking  down 
$3,750  for  the  King  Tut  Tournament's  package  deal  is  a 
worthwhile  investment,  if  only  to  escape  the  all-too- 
familiar  faces  of  Vegas. 

Here  Drache  is  one  of  several  dozen  Americans, 
including  a  crack  crew  of  imported  dealers  and  floor  per- 
sonnel, holed  up  across  the  street  from  the  Pyramids  at 
the  Mena  House  Oberoi  Hotel,  Cairo's  finest  digs. 


\ 


Not-so-innocents  abroad:  the  American  pros  volunteered 
to  "teach"  the  Arabs  their  brand  of  poker. 


The  tournament  organizers,  Nagy  Younan,  a  former 
Vegas  dealer  turned  fledgling  entrepreneur,  and  John 
Hall,  the  Casino  Shehrazade's  British  manager,  hope  to 
provide  an  interesting  diversion  for  the  sheiks,  a  delight- 
ful, challenging  interlude  filled  with  camaraderie,  sports- 
manship and  good  cheer.  In  other  words,  a  poker  game 
in  which  the  American  pros  can  take  the  Middle 
Easterners  for  all  they're  worth. 

By  the  end  of  the  first  day  of  the  scheduled  ten-day 
extravaganza,  it  becomes  clear  to  the  Americans  that  the 
Tournament  will  live  up  to  its  "International"  billing,  at 
least.  There  are  five-card-Draw-playing  emissaries  from 
Germany,  England  and  Nepal.  There  are  card  sharks 
with  strange  accents  from  Allah-knows-where.  And  there 
are  even  a  handful  of  players  who  meet  Drache's  unfa- 
miliarity  test,  like  the  tax-dodger  from  the  Isle  of  Man. 
and  the  importer-exporter  of  some  mysterious  commodi- 
ty who  resides  somewhere  in  the  Western  Hemisphere. 

Unfortunately  for  the  Americans,  though,  there 
aren't  many  faces  from  the  Persian  Gulf  Indeed,  by  10 
p.m..  when  most  Middle  Eastern  big  shots  have  yet  to 
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finish  dinner,  a  general  uneasiness  over  the  dearth  of 
sheiks  has  already  permeated  the  casino  floor.  Dealers 
fidget  at  empty  tables.  The  floor  personnel  fiddle  with 
the  studs  on  their  tuxedos.  And  the  Americans,  clad  in 
track  suits  and  gold  chains,  huddle  in  expectant,  anxious 
clumps.  Manning  Briggs,  a  voluble  Texan  who  has  come 
strictly  for  the  side  games  (where  the  action  is  ten  times 
as  big  as  the  tournament,  with  its  modest  entry  fee  of 
$500)  tells  the  group,  "I  just  want  to  see  somebody  walk 
in  here  wearing  a  robe!" 

Reacting  quickly,  John  Hall  assures  the  anxious  pros 
that  several  members  of  the  Kuwaiti  royalty  regularly 
stop  by  to  gamble.  "They'll  be  here,"  he  says,  smiling. 
"They'll  be  here." 

Maybe  not.  Out  of  the  player's  earshot.  Hall  tells  me 
of  20  punters  from  Great  Britain  who  canceled  on  short 
notice.  "They  had  inquired  about  attending,  but  they 
were  doubtful  as  to  the  seriousness  of  the  activities.  I 
gave  them  a  list  of  the  Americans  scheduled  to  compete. 
Apparently  they  decided  it  was  a  bit  too  serious." 

Waiting  for  a  guy  named  Abdul  or  Achmed  to  show 
up,  the  players  amuse  themselves  with  a  friendly  game 
of  $50-$100  Dealer's  Choice — mostly  Hold  'em  and 
seven-card  Stud,  with  pots  routinely  building  over 
$2,000,  chicken  feed  to  this  gang.  Several  minutes 
later,  a  corpulent,  be-robed  Kuwaiti  waddles  in;  to  the 
American  players,  he's  little  more  than  a  wallet  waiting 
to  be  emptied.  Their  faces  rise  in  unison  as  he  and  his 
.  bodyguard  head  toward  the  green  baize  poker  tables — 
and  then  fall  as  he  plops  himself  down  at  the  roulette 
wheel.  As  the  sheik  litters  the  field  of  numbers  with 


attendant  fetches  him  $10,000  in  chips.  An  exotically 
outfitted  companion  sits  to  his  side,  whispering  conspira- 
torially.  The  grinning  Americans  look  at  the  Kuwaitis 
and  think,  "What  a  bunch  of  clowns!"  The  Moustache 
and  his  pal  stare  across  the  felt  at  Puggy  Pearson's 
smashed-in  nose  and  omnipresent  cigar,  Manning 
Briggs's  foot-long  ponytail,  and  Eric  Drache's  Beatles- 
meet-Henry  V  haircut  and  think,  "What  a  bunch  of 
clowns!"  One  of  the  parties,  to  be  sure,  will  be  disabused 
of  that  notion  in  approximately  five  minutes. 

Like  vultures,  Americans  from  every  corner  of  the 
casino  dash  to  claim  the  remaining  seats  at  the  table. 


MrH! 
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1                            *s 

'Would  you  fellas  be  interested  in 
a  friendly  little  game  of  cards?" 


They  suggest  a  $300-$600  Stud  game.  But  the  shift 
supervisor,  John  "Schof  Sheffield  offers  a  surprisingly 
diplomatic  proposition:  "You've  got  to  start  out  low,"  he 
stacks  of  chips,  the  Americans'  eyes  take  on  the  sort  of  whispers.  "These  sheiks  come  here  the  first  night  and 
glazed,  half-drunk  quality  normally  found  in  men  lose  $2,000,  but  they  have  fun.  So  they  come  back  the 
ogling  an  unattainable  woman.  The  drooling  is  almost      next  night  with  $5,000  and  a  friend.  And  then  they  come 


audible  as  the  Kuwaiti  pro- 
ceeds to  lose  several  grand  in 
about  four  minutes. 

Dozens  of  accusing  eyes 
turn  toward  the  Tut's  organiz- 
ers; mutiny  seems  inevitable; 
rebellion  is  in  the  air.  And  then, 
as  if  delivered  by  Allah,  The 
Moustache  makes  his  entrance. 

He  is  fully  costumed  in  a 
flowing  wh.ite  galabia,  with  a 
matching  -^challah  wrapped 
around  his  head.  His  hands  are 
thin  and  delicate,  his  eyes  dark 
and  full  of  amusement.  In  softly 
murmured  Arabic,  the  Kuwaiti 
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back  with  $25,000  and  lose  that.  Hey, 
that's  how  the  pyramids  were  built!" 

So  the  players  agree  on  a  $25-$50  pot- 
limit  Omaha  game,  a  form  of  poker  in 
which  pots  that  begin  as  a  humble  pile  of 
chips  gradually  grow  to  be  as  high  as 
obelisks.  In  Omaha,  each  player  starts 
with  four  cards  in  his  hand  and  must 
match  two  of  them  with  three  cards 
turned  up  on  the  table  to  make  his  best 
five-card  hand.  It  is  a  poker  game  The 
Moustache  says  he  favors,  probably,  the 
Qjz/ui/  rruuJn/  pros  infer,  because  every  hand  looks  good 
'^  — even  the  worst  quartet  of  "rags"  can 

ria^iMAy..  ^^^^  ^P  ^  winner.  What  The  Moustache 


"businessman"  with  the  mag- 
nificent moustache  tells  one  of  the  suddenly  smiling 
organizers  that  he  would  like  very  much  to  play  some 
poker. 

He  is  escorted  to  one  of  the  games  in  progress  and  is 
promptly  seated  across  from  a  handful  of  chop-licking 
Americans,  who  can  barely  contain  their  glee  when  an 


apparently  does  not  know  is  that  in  Omaha 

the  skill  edge  between  a  rank  novice  and 

an  80-hour-a-week  Vegas  veteran  is  magnified  about  100 

times.  In  the  long  run,  sure  as  a  flush  beats  a  straight,  the 

pigeon  will  lose. 

On  the  first  hand  dealt.  The  Moustache  and 
Manning  Briggs  get  involved  in  a  pot.  Though  the 
Kuwaitis  are  paranoiacally  publicity-shy,  I  am  able  to  get 
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close  enoiif];h  to  see  that  The  Moustache  is  holding  noth- 
ing.  Nothing  but  dreams.  Just  a  series  of  random, 
unmatched  cards.  And  yet  he's  invested  nearly  $3,000  in 
the  pot.  Briggs,  on  the  other  hand,  has  two  pair,  aces  and 
fours.  With  two  cards  to  be  dealt.  The  Moustache  needs 
a  miracle — which  he  duly  gets:  the  penultimate  card 
gives  him  a  meager  pair  of  Queens  (and  more  than 


But  were  they  all  pipe  dreams? 

enough  motivation  to  toss  in  another  $3,000);  the  last 
card — praise  Allah! — is  another  Queen,  giving  him  three 
ladies,  or,  in  poker  parlance,  "six  titties." 

Upon  seeing  the  Kuwaiti's  hand  revealed,  most 
casual  poker  players  would  probably  sneer  some 
derogatory  expletive,  roll  their  eyes  heavenward  and 
fling  their  cards  at  the  satanic  dealer.  Not  Briggs — not 
even  with  $15,000  in  the  pot.  The  consummate  pro,  a 
man  who  knows  that  in  the  short  term  the  rabbit  may 
stalk  the  hunter  but  will  eventually  end  up 
stewing  in  a  pot,  Briggs  bows  his  head  cere- 
moniously and  says,  "Nice  hand,  sir.  Very 
well  played."  Then  he  applauds  lightly  as 
The  Moustache  rakes  in  his  unlikely  spoils. 
The  other  players,  shooting  knowing 
glances  around  the  table,  dutifully  join  in, 
forming  an  obsequious  claque  that  will 
shortly  turn  ruthless. 

Two  hours,  50  hands  and  many  thousands 
of  dollars  later.  The  Moustache  is  broke. 

The  same  scene  repeats  itself  two  nights 
later  when  another  Kuwaiti  swaggers  into  the 
Casino  Shehrazade,  itching  to  play  some 
seven-card  Stud.  The  Americans  gladly 
oblige,  anointing  him  "The  King" — as  in  "of 
Poker" — while  they  systematically  drain  him 
of  cash.  The  first  night  The  King  bets  on 
every  hand,  seemingly  oblivious  to  their  relative  merits 
(or  lack  thereof)- 

Starting  with  three  small,  unmatched  cards,  The 
King  tosses  chips  into  the  pot  as  if  they  were  so  many 
match  sticks.  P2ven  when  it  is  patently  apparent  to  every- 
one at  the  table  that  "Cajun  Joe"  Petro,  from  Lafayette, 
La.,  has  a  powerful  pair  of  Aces  in  his  hand.   The  King 


|10 


flings  away,  as  if  desperate  to  get  rid  of  the  chips  stacked 
before  him.  Even  when  The  King's  meager  pair  of 
threes  are  up  against  Vegas  pro  Chuck  Sharp's  wired 
tens;  when  his  inside-straight  draw  is  matched  against 
former  California  champ  David  Wight's  made  two  pair; 
when  the  hapless  Kuwaiti  has,  in  short,  brought  a  knife 
to  a  rocket-launcher  fight — even  then  he  continues  to 
toss  away.  No  ii^tter  the  bet— $75,  $150,  $300— The 
King  plows  on,  intoxicated  by  the  $4,000  pots  his  reck- 
lessness has  helped  create.  Miraculously,  as  the  sun 
dawns  over  the  Sahara,  he  is  winning.  Before  it  dawns 
again  he  will  have  lost  everything. 

To  the  players'  chagrin,  though,  this  kind  of  fast-and- 
loose  action  occurs  with  disappointing  infrequency.  The 
King  shows  up  a  few  more  times,  as  does  a  secreti\e 
Palestinian  living  in  Cyprus — but  the  hoped-for  Saudi 
billionaires  stay  away.  W'hat's  worse,  it's  not  even  the 
Americans'  fault.  According  to  a  large  group  of  sheiks  I 
found  playing  blackjack  at  two  downtown  casinos,  the 
Middle  Easterners  enacted  something  approaching  a 
group  boycott  of  the  King  Tut  Tournament  because  the 
management  at  Casino  Shehrazade  does  not  treat  them 
with  "the  proper  respect."  If  they  are  going  to  lose  their 
money,  they  say,  they  would  at  least  like  to  get  some- 
thing in  return.  Good  old-fashioned  kowtowing,  for 
example. 

Deprived  of  the  hoped-for  action,  the  Americans  find 
a  variety  of  amusements.  There's  plenty  to  do.  This  is 
Egypt,  the  birthplace  of  art  and  civilization.  The  sights 
are  majestic,  awe-inspiring,  and  right  across  the  street. 
But  to  most  of  the  players,  experiencing  "local  culture" 
means  catching  a  little  bellydancing  and  stuffing  $10 

bills  in  the  dancer's  cleavage. 
What  these  boys  like  to 
do  best  is  gamble.  On  any- 
thing. Even  in  Egypt,  there's 
no  escaping  it.  On  the  bus  to 
the  airport,  in  the  ten  min- 
utes it  takes  to  check  lug- 
gage, during  a  tour  of  the 
sacred  Great  Temple  of 
Anion— out  come  the  cards. 
In  rheir  downtime,  the 
Americans  play  golf  for  $100  fl 
a  hole,  gin  rummy  for  $50. a 
box,  or  backgammon  for  sev- 
eral hundred  bucks  a  point. 
(One  well-known  player 
loses  over  $20,000  in  one  dis- 
astrous session.)  Someone 
briefly  considers  organizing  a  series  of  camel  races  but 
decides  the  outcome  could  be  too  easily  fixed.  Out  on  a 
shopping  spree  at  the  Khan  el-Khalili  bazaar,  Puggy 
Pearson — former  World  Champion  of  Poker  Puggy 
Pearson — happens  upon  a  cafe  filled  with  Egyptians 
smoking  water  pifics  and  playing  some  sort  of 
inscrutable  card  game  for  stakes  e(|uivalent  to  about  30 
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THE  MOST    PRODIGIOUS    POTS 


For  millions  of  Americans  who  play 
in  friendly,  once-a-week  poker 
games  for  five  or  ten-buck  pots,  the 
sums  for  which  the  average  Vegas 
pro  toils  must  seem  outrageously 
high:  $15  to  $30  Lowball;  $20-$40 
Hold  'em;  $50-$100  Stud,  et  cetera. 
To  the  poker  world's  elite,  such 
stakes  are  child's  play;  what  they're 
after  is  the  ultimate,  the  biggest 
game  of  'em  all.  Here,  a  few  sea- 
soned sharpies  reminisce  on  prodi- 
gious pots  past. 

Yosh  Nakano,  California-based 
pro:  "The  biggest  game  I  ever 
played  in  was  the  legendary  $3,000- 
$6,000  limit  game  with  the 
Frenchman.  I  played  at  the  early 
stages,  when  it  was  only  $800- 
$1,600.  Johnny  Chan  and  Stu 
Ungar  did  very  well — I  can't  tell 
you  the  numbers,  but  it  was  big." 

Tony  Shelton,  floor  man, 
Binion's  Horseshoe:  "In  '86  and 
'87,  we  had  a  $400-$800  pot-limit 
Omaha  game  at  the  Horseshoe. 
Chan,     Chip     (Reese),     Doyle 


(Brunson)  ,  Puggy,  they  were  all  in 
it.  Pots  were  built  up  to  $25,000 
before  the  [community  cards]  were 
dealt.  There  were  easily  swings  of 
$750,000  in  that  game." 

Lou  Camerano,  shift  supervi- 
sor, the  Mirage:  "We  had  a  $1,000- 
$2,000  pot  limit  Razz  [Lowball] 
game  at  the  Golden  Nugget  in 
1987.  A  guy  could  expect  to  win  or 
lose  $500,000  if  he  played  all  day." 

Eric  Drache:  "We  were  playing 
$l,000-$2,000  Stud  at  [////.f//<?r pub- 
lisher] Larry  Flynt's  place.  Larry 
was  being  'booked'  by  three  of  us, 
which  means  the  amount  he  won  or 
lost  would  be  matched  by  us.  So 
Larry,  in  essence,  was  playing 
$4,000-$8,000  Stud.  This  was  dur- 
ing a  period  in  the  '80s  when  Larry 
would  bet  $500,000  on  a  baseball 
game.  He  was  a  nice  guy,  but  he 
got  easily  distracted.  He  was  into 
all  these  JFK  conspiracies  and 
stuff...  He'd  have  something  like 
Ace,  King,  Queen  of  clubs  showing, 
and  some  assistant  would  come  up 


and  hand  him  an  envelope  with, 
like,  new  information  on  who  shot 
Kennedy,  and  he'd  just  fold  his 
hand  and  walk  off. 

"Well,  the  first  week  he  won 
about  $270,000.  The  second  week 
he  lost  about  $950,000.  And  the 
third  week  he  decided  to  run  for 
President.  So  that  was  the  end  of 
the  game." 

James  **Blacky"  Blackburn, 

gambler  and  raconteur:  "These 
guys  in  Vegas,  Doyle  and  Chip,  I 
never  thought  they  had  much 
belly.  I've  seen  guys  in  Katmandu 
gamble  $1  million  on  one  hand. 
The  white  face  doesn't  have  the 
heart  for  that  kind  of  gamble.  You 
gotta  be  an  Indian  or  Chinaman  to 
do  something  like  that." 

Ron  Her,  dealer,  the  Mirage:  "The 
big  games  aren't  measured  in 
money,  they're  measured  in  inches 
of  $100  bills.  If  someone  asks  how 
you're  doin'  in  the  game,  you  don't 
tell  them,  'thirty,  forty  thousand...,' 
you  say,  'I'm  up  about  nine  inches.'" 


cents.  His  girlfriend  drags  him  away  moments  before  old 
Pug  is  about  to  pull  up  a  chair  and  make  the  boys  a  fair 
offer.  "Ah  recognize  the  game!"  he  implores,  in  his 
Tennessee  drawl. 

Most  of  the  Americans,  though,  have  a  peculiar  way 
of  investigating  the  nearby  archaeological  sites:  arrive, 
snap  a  photo,  leave.  One  day,  the  group  decides  to  rent  a 
stable  of  Arabian  horses  and  ride  them  across  the  Sahara 
to  the  Pyrahiids  at  Saqqara,  site  of  King  Zoser's  Step 
Pyramid.  After  more  than  two  hours  of  riding,  during 
which  two  horses  attempt  to  roll  over  on  their  poker- 
playing  jockeys  and  another  takes  off  at  full  gallop  for  its 
stable  at  Giza,  the  Americans  arrive  and,  ignoring  the 
5,000-year-old  artifacts  all  around  them,  promptly  pile 
into  taxicabs  and  head  back  to  the  Mena  House.  Later  in 
the  week,  half  the  group  disappears  during  a  guided  tour 
of  the  Egyptian  Museum,  home  to  King  Tut's  treasures, 
among  many  other  marvels.  They  are  eventually  discov- 
ered at  the  Hilton,  ordering  cheeseburgers. 

Given  their  inescapable  proximity,  eventually  every 
one  of  the  King  Tut  Tournament's  participants  gets 


around  to  making  a  perfunctory  visit  to  the  Pyramids  at 
Giza.  The  Pyramids  are  beautiful,  enigmatic,  eternal. 
They  are  also  a  constant  reminder  that  the  outcome  of  a 
poker  tournament  in  the  desert  is,  in  the  end,  colossally 
inconsequential. 

Still,  the  Americans  would  rather  be  gambling. 

And  so  they  are,  on  a  five-star  cruise  of  the  Nile, 
heading  from  Luxor  to  Aswan.  As  the  boat  floats  down 
the  great  river,  the  Americans  are  too  preoccupied  to 
notice  what's  passing  by,  though  they  do  occasionally 
dash  upstairs  to  get  a  peek  at  the  topless  Europeans 
lolling  on  the  sundeck.  Little  Nubian  boys  herding 
hump-backed  oxen;  man-size  slabs  of  granite  cut  out  of 
the  mountains;  traditionally  clad  Bedouins  riding  skinny 
white  donkeys;  ancient  tombs  hidden  in  the  hillside... 
All  of  it  might  as  well  be  buried  underneath  the  sand. 
The  Americans  are  ensconced  in  the  boat's  air-condi- 
tioned lounge,  busy  playing  poker,  m 

Michael  Konik,^  New  York-based  free-lance  writer,  has 
never  even  come  close  to  winning  the  World  Series  of  Poker. 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
rhere  are  no 
schedules,  none 
)f  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 
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All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  I'orbes  Magazine.  For 
more  information  write  to: 
Erroi  Ryland,  Manager,  3LC 
Box  149,  Fort  Garland,  CO 
81133,  or  caU  l-80()  H)RBK*vS 
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MORE  INFORMATION,  PLEASE 


FYI  advertisers  have  much  to  offer  FYI  readers.  The 
,  R.S.V.P.  reader  service  program  is  designed  to  help 
our  readers  access  advertiser  information,  locations 
and  services. 

look  over  the  participating  advertisers  from  this  issue 
and  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
card.  Simply  check  the  box(es)  of  those  advertisers 
that  interest  you,  and  valuable  information  will  be 
sent  directly  from  the  advertiser,  free  of  charge. 


ACCESSORIES 


1.  MONTBLANC  The  Montblanc  brochure  features 
the  world's  finest  writing  instruments  and  accessories. 
Incomparable  fountain  pens,  ballpoints,  roUerballs, 
pencils,  leather  and  desk  accessories. 


APPAREL 


2.  ALDEN  SHOE  COMPANY  Manufacturer  of  custom- 
quality  shoes  and  boots  for  discriminating  gentlemen 
since  1884. 


to: 

jlc 


CAMERA/VIDEO/ELECTRONICS 


11.  HP  MARKETENG/ROLLEl  DIVISION  This  point  n 
shoot "  35mm  camera  does  everything  but  cook!  Smaller 
than  your  hand  (and  under  7  oz.),  it's  fully  automatic! 
With  retractable  Rollei  f3.3. 


EXECUTIVE  GIFTS 


12.  BOOKS  ON  TAPE  Worfd's  largest  selection  of  audio- 
tapes. 1-800-626-3333. 

13.  FRENCH  REFLECTION  SHAVING  AND  MAKE-UP 
MIRRORS  The  French  Reflection  presents  the  hand- 
crafted elegance  of  its  M;ro;r5ro/ makeup  and  shaving 
mirrors.  'With  unparalleled  French-made  quality,  these 
mirrors  represent  the  finest  in  bath  amenities. 

14.  MACKENZIE  LIMITED  Scotland's  finest  foods. 
World-renowned  gifts  of  excellent  taste.  1-800-858-7100. 

15.  RECORDED  BOOKS  Call  1-800-638-1304  for  an 
introductory  catalog.  Over  700  titles. 

16.  SHOWCASE  MODEL  CO.  The  wodd's  largest  maker 
of  aviation  display  replicas.  1-800-441-4524. 


FRAGRANCES 


17.  JOY  DE  JEAN  PATOU  A  name  synonymous  with 
prestige  and  quality.  It  is  no  wonder  for  over  60  years 
Joy  de  Jean  Patou  has  been  considered  the  "benchmark 
fragrance  against  which  all  others  are  measured." 


JEWELRY  &  WATCHES 


18.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an 
assortment  of  styles  for  men  and  women.  Available  in 
Gucci  shops,  department  stores  and  fine  jewelry  stores 
worldwide. 


25.  HOTEL  MILLENIUM  Welcome  lo  downtown 
New  York's  first  world-class  executive  hotel.  Here  the 
business  traveler  can  expect  razor-sharp  efficiency  amid 
incomparable  comfort.  Hotel  Millenium,  it's  about  time. 

26.  THE  PENINSULA  NEW  YORK  Located  on  Fifth 
Avenue  and  55th  Street,  home  of  the  spectacular 
Peninsula  Spa,  Restaurant  Adrienne  and  Pen-Top 
Bar  &.  Terrace. 

27.  THE  PHOENICIAN  —  Scottsdale,  AZ  Situated  at  the 
base  of  Camelback  Mountain  on  130  acres.  The  Phoenician 
is  unrivaled  in  luxury  and  service.  Elegant  accommoda- 
tions, superb  dining  and  recreational  amenities. 

28.  RAFFLES  HOTEL  Of  worldwide  fame,  the  recently 

restored  Raffles  Hotel  is  a  splendid  and  unique  attraction 
for  visitors  to  Singapore  as  well  as  a  National  Monument. 

29.  SHANGRI-LA  INTERNATIONAL  Shangri-La  Hotels 
and  Resorts,  renowned  for  our  warm  hospitality  and 
deluxe  properties  in  Asia,  is  expanding  dramatically  from 
its  current  portfolio  of  21  hotels  and  resorts  to  28  by  1994. 


OTHER 


30.  DEERE  &  COMPANY  —  LAWN  &  GROUNDS  CARE 
DIVISION  Send  for  free  brochures  on  any  of  our  lawn 
care  items.  To  locate  the  John  Deere  dealer  nearest  you, 
please  call  1-800-544-2122. 

31.  DLVMOND  TEL'  CELLULAR  PHONES  BY 
MITSUBISHI  ELECTRONICS  Mitsubishi  Electronics  is 
the  manufacturer  of  Diamond  Tel  Cellular  Phones.  The 
Diamond  Tel  line  includes  the  22X  Micro  portable  cellular 
phone,  M-14  Mobile  and  92T  Transportable  cellular  phone. 

32.  PROFILES  IN  HISTORY  The  nation's  finest  selection 
of  guaranteed  authentic  original  letters,  historical  docu- 
ments and  vintage  signed  photographs.  Catalogues  issued 
by  subscription.  Call  toll-free  1-800-942-8856. 
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to  receive  additional  information 
about  the  advertisers  described  ot 
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information  cannot  be  sent  once  i 
card  has  expired.  I 


If  the  R.S.V.P.  reply  card  is  missi 
circle  the  numbers  of  the  advertii 
that  interest  you  on  the  adjacent 
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Forbes  FYI 

Reader  Service  Center 
650  South  Clark 
Chicago,  IL  60605-991 2 


\m 


MORE  INFORMATION,  PLEASE 


FYI  advertisers  have  much  to  offer  FYl  readers.  The 
R.S.V.P.  reader  service  program  is  designed  to  help 
our  readers  access  advertiser  information,  locations 
and  services. 

i  Look  over  the  participating  advertisers  from  this  issue 
and  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
card.  Simply  check  the  box(es)  of  those  advertisers 
that  interest  you,  and  valuable  information  will  be 
sent  directly  from  the  advertiser,  free  of  charge. 


ACCESSORIES 


1.  MONTBLANC  The  Montblanc  brochure  features 
the  world's  finest  writing  instnjments  and  accessories. 
'■■  Incomparable  fountain  pens,  ballpoints,  rollerballs, 
pencils,  leather  and  desk  accessories. 


APPAREL 


2.  ALDEN  SHOE  COMPANY  Manufacturer  of  custom- 
quality  shoes  and  boots  for  discriminating  gentlemen 
since  1884. 

3.  ALLEN-EDMONDS  SHOE  CORPORATION  World- 
class  footwear  for  men.  Named  "one  of  the  25  products 
America  makes  best"  by  the  Made  in  the  USA  Foundation. 
Distinctive  footwear  handcrafted  of  all-natural  materials. 

4.  ASCOT  CHANG  Maker  of  custom  shirtings,  clothing 
and  accessories. 


5.  BURBERRYS  TAILORED  CLOTHING  FOR  MEN 

Burberrys  men's  tailored  suits,  sports  coats,  trousers, 
topcoats  and  tuxedos. 

6.  GORE-TEX"  OUTERWEAR  Send  for  a  free,  four-color 
Gore-Tex' Outerwear  Guaranteed  to  Keep  You  Dry* 
User's  Guide... Or  call  1-800-431-GORE. 

7.  LANDS'  END  If  you  would  like  to  receive  a  free 
Lands'  End  catalog,  call  one  of  our  friendly  operators 
at  1-800-356-4444.    ' 

8.  PIERRE  CARDEN*  Formal  wear,  cuff  links  &  studs, 
shirts,  ties,  shoes  and  hose  available  at  fine  stores. 
Woman's  dress  from  Pierre  Cardin  Haute  Couture. 

9.  VIBRAM  Vibram  free  information  pack  describes  an 
innovative  program  to  restore  footwear  designed  around 
Vibram  soles,  including  details  about  a  network  of  Vibram 
Authorized  Dealer  repair  shops  that  will  perform  this 
service  by  mail.  There'^even  an  order  form  enclosed. 


AUTOMOBILES 


10.  VOLKSWAGEN  You  don't  have  to  be  rich  to  discover 
a  European  driving  experience  that  is.  Turn  to  the  new 
Volkswagens.  Call  1-800-444-8987. 


CAM  ERA/Vl  DEO/ELECTRONICS 


11.  HP  MARKETING/ROLLEI  DIVISION  This  point  n 
shoot "  35mm  camera  does  everything  but  cook!  Smaller 
than  your  hand  (and  under  7  oz.),  it's  fiilly  automatic! 
With  retractable  Rollei  f3.5. 


EXECUTIVE  GIFTS 


12.  BOOKS  ON  TAPE  World's  largest  selection  of  audio- 
tapes. 1-800-626-3333. 

13.  FRENCH  REFLECTION  SHAVING  AND  MAKE-UP 
MIRRORS  The  French  Reflection  presents  the  hand- 
crafted elegance  of  its  MiroirBrot  makeup  and  shaving 
mirrors.  With  unparalleled  French-made  quality,  these 
mirrors  represent  the  finest  in  bath  amenities. 

14.  MACKENZIE  UMTTED  Scotland's  finest  foods. 
Worid-renowned  gifts  of  excellent  taste.  1-800-858-7100. 

15.  RECORDED  BOOKS  Call  1-800-638-1304  for  an 
introductory  catalog.  Over  700  titles. 

16.  SHOWCASE  MODEL  CO.  The  worid's  largest  maker 
of  aviation  display  replicas.  1-800-441-4524. 


FRAGRANCES 


17.  JOY  DE  JEAN  PATOU  A  name  synonymous  with 
prestige  and  quality.  It  is  no  wonder  for  over  60  years 
Joy  de  Jean  Patou  has  been  considered  the  "benchmark 
fragrance  against  which  all  others  are  measured." 


JEWELRY  &  WATCHES 


18.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an 
assortment  of  styles  for  men  and  women.  Available  in 
Gucci  shops,  department  stores  and  fine  jewelry  stores 
worldwide. 


MOTORCYCLES 


19.  BMW  MOTORCYCLES  Germany's  ten  highest 
expressions  of  freedom  on  two  wheels  merge  power,  per- 
f(5hnance  and  safety.  Call  1-800-345-4BMW  for  the  name 
of  your  nearest  authorized  dealer. 


SPORTS/EXERCISE 


20.  NEW  BALANCE  ATHLETIC  SHOES,  EMC.  New 

Balance  Shoes  come  in  multiple  widths,  so  you  will  get 
the  closest  thing  possible  to  a  custom  fit.  For  the  New 
Balance  dealer  nearest  you,  call  1-800-253-SHOE. 

21.  NIKE,  INC.  Receive  your  free  copy  of  Nike's  golf 
brochure. 

22.  NORDICTRACK  NordicTrack,  the  original  cross- 
country ski  exerciser,  provides  the  worid's  best  total-body 
and  cardiovascular  workout.  Free  brochure  and  video 
available. 


TRAVEL 


23.  DOUBLETREE  HOTELS  We  re  waiting  to 
welcome  you  at  over  60  locations  from  coast  to  coast. 
1-800-222-TREE.  It's  a  smart  call. 

24.  JAMAICA  JAMAICA,  A  SUPERCLUBS  RESORT 

Super-Inclusive  fun  and  sports  for  couples  and  singles. 
C'-uba,  golf,  tennis,  beach,  fine  dining,  drinks,  all 
included.  1-800-859-SUPER,  ext.  190  for  free  brochure. 


25.  HOTEL  MILLENIUM  Welcome  to  downtown 
New  York's  first  wor!d<lass  executive  hotel.  Here  the 
business  traveler  can  expeci  razor-sharp  efTiciency  amid 
incomparable  comfort.  Hotel  Millenium,  it's  about  time. 

26.  THE  PENINSULA  NEW  YORK  Located  on  Fifth 

Avenue  and  55th  Street,  home  of  the  spectacular 
Peninsula  Spa,  Restaurant  Adrienne  and  Pen-Top 
Bar  &  Terrace. 

27.  THE  PHOENIOAN  —  Scoilsdale,  AZ  Situated  at  the 
base  of  Camelback  Mountain  on  130  acres,  The  Phoenician 
is  unrivaled  in  luxury  and  service.  Elegant  accommoda- 
tions, superb  dining  and  recreational  amenities. 

28.  RAFFLES  HOTEL  Of  woridwide  fame,  the  recently 

restored  Raffles  Hotel  is  a  splendid  and  unique  attraction 
for  visitors  to  Singapore  as  well  as  a  National  Monument. 

29.  SHANGRI-LA  INTERNATIONAL  Shangri-La  Hotels 
and  Resorts,  renowned  for  our  warm  hospitality  and 
deluxe  properties  in  Asia,  is  expanding  dramatically  from 
its  current  portfolio  of  21  hotels  and  resorts  to  28  by  1994. 


30.  DEERE  &  COMPANY  —  LAWN  &  GROUNDS  CARE 
DIVISION  Send  for  free  brochures  on  any  of  our  lawn 
care  items.  To  locate  the  John  Deere  dealer  nearest  you, 
please  call  1-800-544-2122. 

31.  DLVMOND  TEL'  CELLULAR  PHONES  BY 
MITSUBISHI  ELECTRONICS  Mitsubishi  Electronics  is 
the  manufacturer  of  Diamond  Tel  Cellular  Phones.  The 
Diamond  Tel  line  includes  the  22X  Micro  portable  cellular 
phone,  M-14  Mobile  and  92T  Transportable  cellular  phone. 

32.  PROFILES  IN  HISTORY  The  nation's  finest  selection 
of  guaranteed  authentic  original  letters,  historical  docu- 
ments and  vintage  signed  photographs.  Catalogues  issued 
by  subscription.  Call  toll-free  1-800-942-8856. 

HOT  &  COOL  TRAVEL 

33.  CEDOK  —  CENTRAL  EUROPE  TRAVEL  BUREAU 

Free  colorful  28-page  brochure  featuring  a  variety  of 
tours  to  the  Czech  Republic,  Slovakia,  Austria,  Germany 
and  Poland. 

34.  DESMOND  ADVENTURES  Desmond  Adventures' 
AlpenTour,  Motor  Trend's  "...BEST  CAR  VACATION"  deliv- 
ers the  real  Europe  via  unique  tour  concept  with  guide, 
luggage  service,  etc.  800-827-ALPS  (2577).  Calls  Only. 

35.  KL^WAH  ISLAND  RESORT  RESERVATIONS 

Ten-mile  beach,  three  golf  courses  named  in  Golf  Digest's 
top  75!  Free  color  guide.  1-800-845-3911  ext.  397 
Ravenol  Associates. 

36.  QUEEN  ELIZABETH  2  TO  EUROPE  Experience 
Cunard's  majestic  QE2  on  one  ol  26  transatlantic  crossings 
between  April  and  December.  The  best  five  days  of  your 
European  vacation.  Free  brochure. 

37.  SEA  GODDESS  I  &  D  On  Cunard's  yacht-like  Sea 
Goddess  treat  yourself  to  a  7  to  10  day  vacation  like  no 
other  in  the  Caribbean,  Amazon,  Australia,  the  Orient, 
or  Europe.  Free  brochure. 

38.  SEABROOK  ISLAND  RESORT  RESERVATIONS 

Very  private  resort  island.  Special  packages.  Free  color 
guide.  1-800-845-2233  ext.  397  Ravenol  Associates. 

39.  WILD  DUNES  RESORT  RESERVATIONS  30  minutes 
from  historic  Charleston.  Free  color  guide.  1-800-346-0606 
ext.  397  Ravenol  Associates. 

40.  'WILDERNESS  TRAVEL  Leaders  in  adventure  travel 
around  the  world  —  1-800-368-2794  ext.  120. 


FOR  FREE  INFORMATION,  PLEASE  SEND  IN  YOUR  R.S.V.P.  CARD  TODAY! 


Big 


One  of  Bonnie  and 

Clyde's  final  arsenal, 

at  Red  Baron. 


By   Allison    Moir 


In  spring  a  man's  fancy  turns  to  love 

(or  is  it  French  postcards?).  From  fire 
lamps  to  firearms,  we've  found  some  hot 
stuff  on  this  spring's  auction  calendar. 


Arnold  Schivarzenegger's  Leather  |acket 
From  "Terminator  2:  fudgment  Day" 
Butterffield  &  Butterffield 

Intentionally  distressed."  That's  how  most  of  us  feel  after  a  day 
at  the  office.  It's  also  a  Hollywood  costumer's  term  for  making 
clothing  look  worn. 

This  Stage  2  jacket — meaning  "Ah-nold"  wore  it  when  he  was 

first  shot  in  the  "Mall  Prep  Scene"  according  to  the  costumer's 

silver  ink  notes  written  inside  the  front  left  pocket — comes 

complete  with  12  bullet  holes.  The  lining  is  Velcroed  in  to 

leave  room  for  bullet  packs — exploding  devices  that  simulate 

bullet  hits. 

This  custom-made  for  Arnold  biker  jacket  is  estimated  at 
$6,000-$8,0()0.  Consider  it  a  bargain:  a  while  back  a  Stage  1 
jacket  (used  in  the  beginning  of  the  film  and  not  "inten- 
tionally distressed")  sold  for  about  $13, ()()()  at  auction  in 
London. 

Also  for  sale  at  the  Buttcrfield  &  Buttcrficld  I^ucrtain- 
ment  Memorabilia  sale  on  March  14  and  15  arc  Arnold's 
X-large  black  T-shirt  with  six  bullet  entry  holes  and  one 
large  exit  hole  (estimated  $6()()-$8()());  Linda  Hamilton's 


ICQ     CCWiDUC 


I. 


"bloodstained"  outfit  ($700-$900); 
and  T-lOOO's  police  shirt  with  "shot- 
gun bullet  entry  and  exit  blasts" 
with  silver  mask  ($2,000-$3,000),  all 
from  T2:  Judgment  Day\  Judy  Gar- 
land's "test"  apron  from  The  Wizard 
OfOz  ($3,000-$5,000),  Walt  Disney 
animation  art  from  Snow  White  And 
The  Seven  Dwarfs  and  Sleeping  Beauty. 
Contact:  Kathy  Gates,  415-861-7500, 
extension  322. 

Bonnie  and  Clyde's 

Colt  .45,  Red  Baron, 

Atlanta 

After  Bonnie  Parker  and  Clyde  Bar- 
row were  were  blown  to  bits  in  their 
Ford  on  May  23,  1934,  in  Gibsland, 
La.,  Deputy  Oaks,  hard  at  work  on 
the  case,  lifted  this  Colt  .45  with  iVz- 
inch  barrel,  stag  grip.  Serial  #62516 
from  the  scene  of  the  gangsters' 
bloody  demise.  He  then  sold  it  to  a 
man  from  Shreveport,  who  in  turn 
sold  it  to  Mr.  Robert  L.  Stathem. 

Mr.  Stathem  swears,  in  an  affidavit 
signed  by  the  Andrews  County, 
Texas,  Notary  Public  on  April  13, 
1977,  that  this  revolver  is  the  exact 
same  gun  that  his  father,  who  was 
"installing  a  new  roof  on  the  Parish 
Court  House  at  Gibsland,  "saw 
removed  from  the  death  car  by  Oaks." 
The  affidavit  goes  on  to  explain:  "[My 
father]  then  said  that  he  believed  that 
it  had  been  re-plated  since  then.  He 
also  stated  that  several  guns  were 
removed,  and  that  not  all  were  turned 
in  to  the  County."  In 
fact,  according  to  a 
source  at  the  Gibs- 
land Town  Hall,  all 
guns  were  swiped 
from  their  car.  Sou- 
venirs, boys.^ 

If  you  believe  this 
Andrews  County, 
Texas  affidavit,  then 
this  revolver  is  worth 
the  estimated 

$7,000-$10,000.  You 
decide. 

On  sale  March  13 
at  Red  Baron's 
Antiques.  Contact 
Julie  Brooks:  404- 
252-3770. 


Featured  in  the  world's  finest  hotels ,  bench  Reflection 
lighted  mirrors  can  now  be  treasured  at  home! 


BOUTIQUE  MIRROR 

Finish        Style  #  -  3x  Mag  Optical 

,     Chrome    7222/OPT        $1,290,00 
Cold        7232/OPT        $  1,390.00 


All  mirrors  come  wilh  attached  power  cord  and 
built-in  razor/hair  dryer  convenience  outlet. 


DUPLEX  MIRROR 

Finish        Style  #  -  3x  Mag  Optical 

Chrome    7122/OPT     $1,195.00 
Cold         7132/OPT     $  1,295.00   '■' 


TRAVEL  MIRROR 

3xMag 
1^   Finish      Style «  -   Optical 

Chrome  7I27/OPT  S  745.00 
Cold  7137/OPT  $790.00 
While     7441/OPT     S  810.00 


Extends  up  to  18"  from 


French  Reflection  Triple  Magnification  Optical  Lenses  are  precision- 
"■■     laisi  ' 


SWIVEL 

WALL 

MIRROR 

Finish        Style  #  -  3x  Mag  Optical 

Chrome    7120/OPT         $840.00 
Gold         7130/OPT         $940.00 


ground  providing  a  distortion-free  image  of  unparalleled  sharpness. 
CALL:  1-800-421-4404  or  FAX  YOUR  ORDER:  310-652-8494 


The  French  Reflection,  Inc.  310-659-3800 

820  S.  Robertson  Blvd.,  Los  Angeles,  CA  90035 

I I  Send  me  only  a  complete  four  color  brochure.  I've  enclosed  $4.00. 


Qty 


Style  #         Price        Total 


Name 


Address 


City 


Spare  Bulbs 

5.95 

Box  of  6  Bulbs 

25.00 

Mirror  Cleaner 

12.95 

State . 


Zip 


Phone  (_ 
Card  #  _ 


Check  Q  Visa  Q  MC  Q  AE  Q 
Exp.  Date 


Subtotal 

8.25%  CA  Sales  Tax 

$15.00  Freight  Per  Mirror 

TOTAL 


'Wish  you  were  here":  French 
postcards  at  Swann. 


French  "Girlie" 

Postcards  From  The  '20s 

and  '30s,  Sivann, 

New  York 

Back  then,  to  see  these  lovelies  you 
had  to  ask  the  bookseller  on  the 
b'anks  of  the  Seine  for  "postcards." 
He'd  walk  around  to  the  back  of  his 
stall,  unearth  a  dusty  box  and  hand  it 
to  you  with  a  cheeky 
leer. 

Needless  to  say, 
by  today's  standards 
these  girls  seem 
tame.  Beautiful. 
Rubenesque.  In 
need  of  the  Stair- 
Master. 

On  the  block  are 
several  lots  of  French 
nudes.  These  stan- 
dard-size cards 
(smaller  than  today's 
"Greetings  From  Le 
Eiffel  Tower!" 
cards)  are  estimated 
at$800-$l,200perlot 
of  40  cards. 


Flatten  your 
stomach  with 
NordicTrack. 


A  NordicTrack*  exerciser 
simulates  cross-country 
„^;  skiing,  the  world's 
^  best  aerobic 

!M*      workout.  Its  total- 
body  motion  bums  more 
fat  than  ordinary  exercisers 
that  work  only  your  legs  — 
and  burns  up  to  1,100 
calories  per  hour.  Plus,  it 
raises  your  metabolism,  so 
you  can  burn  more  calories 
even  at  rest.  NordicTrack. 
i   It  s  the  safe,  enjoyable, 
T~     efficient  way  to  get 


4 


rid  of  that  spare  tire. 

Models  priced  from  $299" 
30-day  in-home  trial 

Mordictrack 

m     W  m  A  CML  Company 


CaU  for  a  FREE 
Video  and  Brochure 


1-800-328-5888 


Ext. 

546C3 

or  write:  NordicTrack,  Dept.  546C3 
104  Peavey  Road,  Chaska,  MN    55318 

SIW.S  NoaliiTr.i.k,  Ini  .  A  CML  Company  •  All  righls  K-sc-ncd, 
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But  the 
Rollei  Prego 
does  everything 
else.  Many  compacts 
have  some  of  our  features- 
some  at  twice  the  price.  But  try 
and  find  one  with  all  our  features  at  a 
better  price!  That  is  why  this  is  the  only 
"point  'n  shoot"  camera  good  enough 
to  bear  the  name  I^llei.  Get  the 
full  picture  at  your  ^^^,  _  ■■  ^  ■ 
Rollei  dealer  ^ICOIIGI 

_  ^  fototechnic 

We're  looking  at  things 


=  ==  =  =      from  your  point  of  view. 
"    SMarkBfingijorp 

16  Chapin  Rd..  Pine  Brook  N J  07056, 201/808-9010 


„  WE 

r.  The 
Classics. 


For  about  what  it  costs  to  get 
your  favorite  shoes  repaired,  you 
can  have  them  renewed  with  the 
soles  responsible  for  their  original 
performance.  For  your  nearest 
Vibram®  Authorized  Dealer,  call, 

1-800-VIBRAM-7 


VlbnuD  Authorized  Dealer 


The  Sole  And  Heart  of  The 
WORLD'S  Finest  Footwear  " 

Ouabaug  Corporation  is  the  exclusive  licensed  manulacturer  of  Vibram  soles 
in  USA  Vibram  ps  ttie  registered  trademark  of  Vibram  SpA  of  Italy 


Also  up  for  grabs:  three  ledger 
account  books  from  Buffalo  Bill's 
Wild  West  Show  from  November 
1886  to  February  1887  (estimated  at 


name  of  the  vessel. 

Most  of  the  1,658  gold  coins  are 
dated  1749,  1750  or  1751  and  carry 
the  effigy  of  Ferdinand  VI  of  Spain 


$5,000-$7,500);  a  large  collection  of  (1746-59).  They  were  probably 

Churchill  and  Roosevelt  memorabil-  mined  and  struck  by  machine  at 

ia;  Russian  bonds  issued  by  the  Santiago,  Chile,  then  carried  across 

Czarist  government  printed  in  Rus^  the  Andes  by  mule  train  for  ship- 

sian,  French  and  German  ($200-  ment  to  Spain. 


$300);  Lusitania  letters — a  postcard 
mailed  by  passenger  Alice  Win- 
nifred  Bingham  just  moments 
before  boarding  on  May  2, 
1915,  a  telegram  dated  May  15, 
1915  about  the  unsuccessful 
search  for  her  body  and  four 
other  pieces  ($800-$l,200). 

On  the  block  April  29  in  the 
Swann  Galleries  Ephemera 
sale.  Contact:  Caroline  Biren- 
baum,  212-254-4710. 


On  the  block  are  a  total  of  600  lots 
comprised  of  1,658  gold  coins,  320  sil- 
ver coins,  90  hand-hammered  gold 


ISth-Century  Gold 

Treasure,  Sotheby's, 

Neiv  York 

1,658  gold  coins — doubloons 
and  half-doubloons — were  sal- 
vaged in  April  1992  from  the 
murky,  silty  waters  of  the  Rio 
de  la  Plata,  almost  500  miles  off 
the  coast  of  Montevideo, 
Uruguay. 

A  positive  ID  for  the  wreck  has 
eluded  the  sellers,  salvor  Ruben  Col- 
lado  and  the  Government  of  Uru- 
guay. The  current  theory  is  that  the 
treasure  is  from  the  Nuestra  Senora  de 
la  Luz,  a  Portugese  treasure 
frigate  (sailing  under  authority  of 
the  "God,  Gold  and  Glory"  Span- 
ish colonialists)  en  route  from 
Buenos  Aires  to  Cadiz,  Spain,  via 
Montevideo.  In  1752,  the  Luz  sank 
in  a  "Pampero,"  a  violent  and 
unpredictable  south-west  wind 
blowing  from  the  mainland.  Ninety 
percent  of  the  Lmz's  registered  cargo 
was  recovered  shortly  after  the 
wreck.  So  what  Senor  (]ollado  found 
is  the  contraband  cargo  from  the 
Luz.  The  high  ratio  of  gold  in  rela- 
tion to  silver  and  the  traces  of  gun- 
powder found  in  the  area  support 
this  theory. 

Or,  these  objects  could  come  from 
more  than  one  wreck,  since  noth- 
ing's been  found  to  indicate  the 


Loot  sweet:  gold  doubloons  at  Sotheby's. 


"cobs,"  40  variously-shaped  gold 
ingots  and  bars,  and  two  gold  boxes 
with  a  total  gold  weight  of  over  200 
pounds.  The  entire  treasure  is  esti- 
mated at  $2.5  to  $3  million.  Individu- 
al gold  coins  are  estimated  at  around 
$1,000. 

On  sale  March  24-25  at  Sotheby's, 
New  York.  Contact:  Paul  Song,  212- 
606-7391. 

"Atlantic  Ten"   1865 
World  Championsliip 

Team  Photograph, 
Sotheby's,  New  York 

From  the  days  of  zero-figure  base- 
ball contracts:  the  team  photo  of  the 

1865  World  Champions,  the  Atlantic 
Ten.  Nineteen  years  after  the  first 
recorded  baseball  game,  this  Brook- 
lyn-based team  of  businessmen, 
lawyers,  architects — regular  guys — 
went  17-0  to  win  the  National  Asso- 
ciation of  Base  Ball  Players  league 
championship.  They  did  it  again  in 

1866  and  1870. 


This  team  had  balls;  bats,  too. 

Earliest  known  photograph  of 

championship  team,  at  Sotheby's. 

According  to  the  Baseball  Hall  Of 
Fame  in  Cooperstown,  N.Y.,  the 
Atlantic  Ten  has  been  nearly  forgot- 
ten by  baseball  historians,  who  mark 
the  beginning  of  the  game  with  the 
first  professional  teams  founded  in 
1869.  But  the  Atlantic  Ten — coach- 
less  and  playing  with  bats  probably 


made  from  wagon  tongs — ruled  in 
their  day.  No  Jose  Cansecos  played 
on  this  blue-  and  white-collared 
team.  Except  for  one  player 
named  Pierce  who  is  credited 
with  introducing  the  bunt  to 
the  sport. 

On  the  block  is  the  earliest 
known   photograph   of  a 
championship  team.  (The 
only  other  photo  of  this 
team    is    now    in    the 
National  Baseball 

Library.)  In  its  original 
frame  with  new  matting. 
In  near-mint  to  mint  con- 
dition. Estimated    at 
$50,000-$60,000. 

Also  on  the  block  in 
the  sports  memorabilia 
sale  on  March  13  is  the  last  jer 
sey  worn  by  Mickey  Mantle 


($70,000-$80,000)  and  the       Burn,  baby, 

T206  Ty  Cobb  baseball  burn: an  18th 

cards  circa  1910  ($6,000-       century  fire 

$8,000).     Contact:     Rob  engine  lamp  at    Judy    Machon,    508-385 

Levine,  212-606-7424.  Eldred's.         3116.® 


Fire  Engine  Lamp,  Eldred's, 
East  Dennis,  Ma. 

This  late  19th-century  McQuiod 
3  (the  third  truck  in  the  pri- 
vately owned  McQuoid  fire 
company)  lit  the  way  for  a 
horse-drawn  steam  engine. 
This   probably  helped  fight 
fires  in  the  city  of  Boston, 
since  it  is  being  sold  by  a 
collector    from    Hull, 
Mass.  Eighteen  inches 
tall  and  with  an  eagle 
finial,  this  lamp  is  silver- 
plated  with  engraved 
blue  and  red  glasses. 

Estimate:     $1,800- 

$2,200.    Also    on    the 

block:  firemen's  badges, 

helmets,  parade  belts, 

19th-century  fire  prints, 

including  the  1835  Great 

Fire    Of  New   York.    At 

Eldred's  Fire  Collectibles 

auction  on  April  1.  Contact: 


;        OWN  AN  ORIGINAL 
PIECE  OF 
i  .  AMERICAN  HISTORY 

Imagine  displaying  in  KipOr  home  or  office 
an  original  letter  o^ocument  signed  by 
Abraham  Lincoln/Ceorge  Washington, 
Thomas  Jeffersory  Robert  E.  Lee  or  George 
Armstrong  Cus^r!  Now  you  can  own  such 
an  authentigpiece  of  American  history! 

Profiles  in  History  is  the  nation's  leading 

dealer  of  premium  quality  autographs, 

maintaining  the  finest  selection  of  original 

letters,  historical  documents  and  vintage 

signed  photographs  to  be  found  anywhere, 

at  surprisingly  mode.t  costs. 

All  material  comes  with  our  lifetime 
guarantee  of  authenticity. 

You  owe  it  to  yourself  to  find  out  more 
about  this  exciting  field!     , 

Call  toll  free  j^ 
1-800-942-8856 

Fully-illustrated  catalogues  issued  qaanerly  by 
subscription.  Inquiries  wekowe. 

PROFILES  IN  HISTORY 

345  North  Maple  Drive.  Suite  202, 

Beverly  Hills,  CA  90210 


The  Insatiable  Shopper 


VISITS./ 


tantt 


i 
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Lyonsisiency.  may  be  the  hobgoblin  of  httle  minds,  but  Miami's  trendy  South  Beach 
is  an  exception.  The  Art  Deco  continuity  has  With-Its  flocking  to  the  Sun  and  the 
Sand  and  the  Scene  and  the  Style.  Your  Insatiable  Shopper  joined  them  with  her 


own  favorite  S-word  in  mind. 

It  probably  won't  translate  back 
home,  but  if  you're  determined  to 
pick  up  some  little  artifact,  Flash- 
backs (1)  is  crammed  with 
"twentieth-century  junque"  — 
crouched  panther  lamps  ($75),  pink 
poodle  figurines  ($38),  and  a  $125 
World's  Fair  tripod  stool.  "All  day 
long,"  complains  proprietor  Evan 
Bernstein,  little  old  ladies  gape  at  the 
price  tags  moaning  "oh  my  God,  I 
threw  one  just  like  that  away."  (1 143 
Washington  Avenue;  305-674-1143.) 

Serious  Art  Deco-rators,  head  to 
shabby  Lincoln  Road,  known  in 
the  earlier  thirties 
heyday  as  the 
"Fifth  Avenue  of 
the  South,"  and 
now  slowly  reenergizing  into  a  mall. 

At  Bolero  (2)  the  inevitable 
rattan  furniture  includes  the  stan- 
dard four-band  construction,  plus 
finer  pieces  made  with  up  to  eight 
bands  of  bent  bamboo.  Owner 
Andre  Kaas  points  out  the  different 
designs:  curvy  "Pretzel,"  angular 
"Godfather,"  and  thin,  reedy 
"Plantation"  styles.  (934  Lincoln 
Road;  305-534-3759.) 

Florida  Artery  (3)  caters  to 
20th-century  connoisseurs  who  are 
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"fashion  forward  and  not  weak  at 
heart."  Apparently  that  includes 
Madonna,  Barbra,  and  Elton,  who 
are  said  to  have  come  here  for  the 
likes  of  classic  Eames  chairs  in  green 
leather,  calfskin,  and  plywood  ($650- 
$2,000)  and  Alvar  Aalto  tea  carts 
($3,500).  A  massive  oak  and  red- 
wood Frank  Lloyd  Wright  dining 
table  with  twelve  matching  chairs 
can  be  had  for  half  a  million  dollars. 
(657  Lincoln  Road;  305-532-0092.) 
Smocking  and  shocking  are  the 


two  S-words  at  Roland  (4),  also 
on  the  mall,  a  clothing  store  for  chil- 
dren. Mme.  Liliane  Roland's  kiddy 
creations  are  intricately  detailed  by 
hand  and  sold  at  prices  so  low  the 
Insatiable  Shopper  was  stunned. 
The  handmade  hundred-percent 
cotton  booties  ($H),  pink  rosette  and 
butterfly  dress  ($66),  and  chiffon- 
ruffled  cotton  knit  romper  ($50)  may 
be  the  best  buys  in  South  Beach. 
(728  Lincoln  Road;  305-531-0130.) 


A  totally  different  South  Beach 
look  is  the  raucous  style  at  Ele- 
ments Gallery  (5).  There  are 
dishes,  frames,  lizard  wall  hangings 
which  Erich  Emmenegger  has 
smothered  in  rampant  patterns  using 
the  brightest  colors  and  the  squig- 
gles  of  swearing  #".''**^l>!! 

Also  here  are  Jim  Steuerlein's 
whimsical  cupboards:  towering  sun- 
flowers, indoor  outhouses,  a  curva- 
ceous six-foot  redhead  whose  pouting 
lips,  sunglasses  and  cigar  (!)  all  con- 
ceal hidden  drawers  ($1,200).  (661 
Washington  Avenue;  305-534-3815.) 

Swagged 
«.  ^  "^  m.''"  with  gold 
tassels  and 
wire  mesh, 
Starr  Ha- 
genbring 
Studio  (6)  features  items  "that 
craftsmen  have  taken  the  time  to 
think  out  as  useful  and  practical."  To 
Starr,  that's  notebooks  from  Nepal 
with  flowers  pressed  into  the  paper 
($26),  Japanese  "(Jold"  triangle  pow- 
der incense  ($10),  opalescent  cobalt 
tumblers  ($30)  and  reptile  pouch 
handbags  with  slide-up  tops  ($100). 

Starr  herself  hand  paints  vintage 
tuxedo  jackets.  Alice  and  the  Mad 
I  latter,  Cicorgia  O'Kceffc  skulls,  atul 


162  FORBES 


FYI 


When  you  arrive 

at  the  Stouffer  wioy  Resort,you 

depart  from  the  ordinary 

Welcome  to  Florida^  most  glam-  golf  course.  16-court  temiis  com-  and  morning  paper  with  your 
orous  new  vacation  destination:  plex,  including  four  different  wake-up  call.  Experience  the 
the  historic  Stouffer  Vinoy  Resort  surfaces.  Scenic  swimming  pools,  elegance  of  yesterday  the  excite- 
in  St.  Petersburg.  inviting  hot  tubs.  Spacious,  lux-  ment  of  Florida's  newest  luxury 


Everything 


you  cotne  to 


Florida  for  is 


urious  rooms.  Breath-        resort.  For  reservations,  call 


taking  views  of  Tampa      your  travel  agent,  (813)  C94-1000, 
Bay  Plus  thoughtful,        or  1  •  800  •  HOTELS  •  1. 


Newly  designed  Ron  Garl  course. 

right  here:  a  personal  service,  in-  STOUFFER 

VINOY  RESORT 

private,  18-hole  championship         eluding  complimentary  coffee  st.  Petersburg,  fl 


STOUFFER  HOTELS  ♦  RESORTS 


A  Nestl6  Company 


©  1993  Stouffer  Hotel  Company 


, 


the  Michaelangelo  "Creation" 
($450-$l,000)  embellish  extravagant 
dress-up  one-of-a-kinds.  (414 
Espanola  Way;  305-531-7472.) 

And  dress  up,  the  "Club  Look," 
is  the  essence  of  South  Beach  fash- 


ion. From  jewel-encrusted  corsets  to 
grunge  bell-bottoms,  basically  in 
black,  often  leather,  whatever 
Madonna  is  wearing  next — it's 
found  here  first. 

For    an    overview,    go    to    the 


Front  Page  (7),  a  supermarket 
of  trends — the  biggest  selection  of 
crocheted  body  suits  ($49), 
Sandcastlc  mesh  metal  belts  ($85). 
Chambers  fringed  and  sequinncd 
denim  vests  ($235).  little  granny 


IM   FORRF.S 
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sunglasses,  and  the  mandatory 
clunky  "Doc  Martens"  $100  for 
shoes  up  to  $210  for  zippered 
motocross  riding  boots.  (1127 
Washington  Avenue;  305-532-5494.) 

Marie  Luce  works  in  an  agency 
booking  models,  and  in  her  store  she 
dresses  them,  selling  her  own 
designs  in  a  shop  just  off  the  beach. 
Marie  Luce  (8)  sells  sleeveless 
pink  gingham  sundresses  with  big 
puffy  bows  ($200),  and  pouch  pock- 
eted black  and  white  daisy  dresses. 
Flounced,  pastel-plaid,  silk  taffeta 
cocktail  gowns  and  "Jackie 
Kennedy"  skimmers  are  authentic 
local  fashions.  (1200  Ocean  Drive; 
305-532-2991.) 

Prince  of  Wales  dress  suits  with 
zipper  pockets  ($595),  green  and 
orange  zippered  polo  shirts  ($145), 
and  sleeveless  vests — made  of  rub- 
ber ($120),  are  what  the  owners  of 
Magazine  (9)  describe  as  clas- 
sic men's  clothing  "with  a  twist." 
Lenny  Kravitz,  Ray  Sharkey,  and 
Anthony  Perkins  are  said  to  have 
indulged  their  clothing  quirks  here. 
(229  8th  Street;  305-538-2702.) 

To  update  without  overspending, 
Meet  Me  In  Miami  (10). 
Adapting  some  of  the  newest  looks 
Debbie  Ohanian  whips  up  iridescent 
evening  coats  ($42),  Lycra  ribbed 
bell  bottoms  with  bell  sleeve  wrap 
tops  ($130),  and  slit-to-the-thigh  bell 
bottom  pants  ($110).  All,  like  hel- 
polyester  "Versace"  pull-on  pants 
($75),  at  affordable  prices. 

There's  a  nook  of  "Sex  Sells" 
with  strapless  corsets,  power  pasties, 
and  full  feather  boas.  Along  the  back 
in  a  chartreuse-and-purple  mini- 
salon  Rick  Morrata  will  transform 
your  hair  and  Sandee  Saunders  your 
make-tip  on  the  spot.  (1201  Wash- 
ington^Avenue;  305-538-8780.) 

Head  down  the  street  to  dinner  at 
Cassis  (11)  for  snapper  and  shi- 
itakes steamed  in  parchment. 
Founded  by  Frangois  Latapie,  for- 
merly with  New  York's  Le  Cirque, 
it's  this  season's  restaurant  hit.  (764 
Washington  Avenue;  305-531-7700). 

Are  you  all  decked  and  Art  Deco- 
ed  out.'*  Oh,  yes-s-s-s-s!® 

— Sharon  King  Hogl 


WHAFS  THE  DIFFERENCE 
BETWEEN  A  BROTHER 
ACS  INTELLIFAX  WITH 
THERMA  PLUS  PAPER 

AND  A  PLAIN  PAPER  FAX? 
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ANTI-CURL 
SYSTEM" 


A|OUT  $1,000! 


THEBROnBR 

ACS  INTBUFAX  SERIES 

WITH  THERMA  PUIS  PAPER 

GIVES  ALL  THE  BENEFITS 

OF  A  PLAIN  PAPER  FAX 

WmiOUT  THE  EXPENSE 

I  Feels  and  looks  like  plain  paper 

■  No  annoying  curling 

I  Easy  to  write  on  with  pen  or  highlighter 

■  Long  filing  life 

■  No  fading  problems 


I  I 


Brother  ACS  Intellifax  models 
also  feature  an  auto  feeder 
and  cutter,  smoothing, 
enhanced  image  resolution, 
super  coverpage,  multiple 
resolution  transmission, 
gray  scale...and  much  more. 


INCLUDES 


T^FMM 


IT   FBEIS    LIKE 
PLAIN    PA  pen 


ALSO  USES  STANDARD 
FAX  PAPER 


90-DAY 

ON-SITE 

WARRANTY 

SERVICE 

ANYWHERE 

IN  THE  CONTINENTAL 

UNITED  STATES 


AVAILABLE  AT: 

SILO  •  SERVICE  MERCHANDISE 
BIZMART  •  BEST  PRODUCTS  •  J  &  R  MUSIC  WORLD 

And  Other  Fine  Retailers 


We're  at  your  side 


jm  H       H      we  re  at  your  siae 

orocnef 

BROTHER  INTERNATIONAL  CORPORATION  •  200  Cottontail  Lane,  Somerset,  NJ  08875-671 
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Beware  the 

Ideas  of  March. 

Unless  those  ideas  are  exe- 
cuted in  ways  that  are  abso- 
lutely made  to  (mail-)  order 


^  No,  aromatherapy  isn  't  just  "spa 
humbug. "  And  here's  a  quick  way  to 
keep  track  of  what  those  herbs  and 
spices  actually  heal — the  Aroma 
Therapy  Decoder. 

Item  #54021  $10 

The  Natural  Choice 505-438-3448 

^  As  every  golfer  knows,  clean  balls 
mean  better  performance.  This 
Golfer's  Knife  is  a  Swiss  Army  adap- 
tation with  spike  tool,  divot  tool  and 
groove  cleaner. 

Item  #1114    $39.95 

Freedom  Works   800-377-8080 

^  Just  how  drunk  were  youP  Well, 
answer  that  question  precisely  with  the 
High  Tech  Portable  Alcohol  Breath 
Tester.  This  handy  device  will  tell  you 
in  10  seconds  whether  or  not  you 
should  be  getting  behind  the  wheel  or 
calling  a  taxi  instead. 

Item  #910      $79.95 

Seponix  Corp  800-237-4590 

Q  Here  be  dragons... and  dragons 
and  dragons.  \Dancing  Dragon  pur- 
veys dragons  exclusively,  in  posters, 
pendants,  clothing,  and  sculptures  like 
this  one-of-a-kind  Mexican  dragon 
with  re-arrangeable  features. 

Item  #FL  105 $50 

Dancing  Dragon 800-322-8040 

^^For  those  who  like  their  films  rare, 
the  TLA  Film  and  Video  Guide  is  the 
kind  of  trove  to  spend  serious  time 
browsing  in  (and  ordering  from). 
Over  7,000  selections,  with  an 


extraordinary  range  of  foreign  titles. 

Prices  vary. 

TLA  Fihn  and  Video  Guide  . .  .800-333-8521 

^  Plant:  one  black  walnut  tree. 
Wait:  4-5  years.  Harvest:  savory 
black  walnuts  for  pies,  cakes  and 
snacks.  Enjoy  (tree  and  yield). 

Item  #1616-111  (3-4  ft.)     $6.25 

Gurney's  Seed  &  Nursery  605-665-1930 

Q  Now  you  don 't  have  to  (delete) 
your  expletives — wear  them  proudly 
on  your  suit  or  blouse  with  this  ster- 
ling silver  pin.  $120  (as  are  the 
matching  earrings.) 
Ancient  Echoes  312-337-7733 

^  When  it  comes  to  Balducci's pasta, 
no  one  ever  says,  "Basta!"  The  own- 
ers tell  us  their  selection  of  wild  mush- 
room ravioli,  lobster  agnolotti  and 
cheese  tortelloni  isn't  pasteurized, 
which  they  say  robs  pasta  of  flavor 
and  freshness.  (One  pound  of  each.) 

Item  #4T46 $30 

Balducci's  800-225-3822 

^  Not  just  cufflinks,  milord — "crys- 
tal gamebird  intaglios  with  18ct  gold 
cartridge  links"— from  the  incompa- 
rable Holland  &  Holland.  Just  don 't 
lose  them.  £1,450  (about  $2,100). 
Holland  &  Holland    ...  01  l-44-7M9^1 1 

^^That  horrible  scratch  in 
"Michelle"?  That  sticking  spot  in 
"Sgt.  Pepper's"?  No  more,  when  you 
retire  your  Beatles'  LPs  and  trade  up 
to  a  complete  set  of  16  CDs,  digitally 
remastered  and  including  some  rare, 
little-known  Fab  Four  material. 
(Other  rolltop-boxed  sets  of  Sinatra, 
Nat  King  Cole,  Judy  Garland  and  Les 
Paul  available.) 

BeaflesBoxSet     $298.98 

Direct  Music  Marketing   . . .  800-HOT-SONG 
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I'm  a  Drinking  Man.  For  mc  it's  a 
pleasure,  and  I  like  to  share  that  plea- 
sure with  others  who  drink.  When  I 
say  drink,  I  don't  mean  tickly  water 
or  blushing  wine  at  a  chatty  party;  I 
mean  whiskey  on  the  porch  stoop  with 
a  friend.  I  mean  a  private  moment, 
a  quiet  ceremony  of  appreciation.       < 

I'm  a  letter-writing  man  as  well. 
There  aren't  many  of  either  category 
left,  I  know,  but  that's  all  right.  An 
evening  on  the  stoop  with  a  friend  and 
a  jug  is  like  a  correspondence;  you  are 
free  to  lie  all  you  want  and  still  be 
believed;  you  can  talk  about  what  you 
please  to  an  audience  of  one;  you  can 
relish  a  companionable  silence. 

In  a  letter  to  Charles  Green  Shaw, 
H.L.  Mencken,  who  probably  would 
have  preferred  a  hearth  to  a  stoop, 
wrote  appreciatively  about  his 
pleasures. 


Mail  Bonding 


On  tke  itiaiiifest, 

manifold  pleasures 

off  drinking 


By  Pe'i  ef<  Scott 


December  Znd  [19  Zl] 
My  favorite  drinks,  in  order,  are:  beer  in 
any  form.  Moselle,  Burgundy,  Chianti, 
gin  and  ginger-beer,  and  rye  whisky.  I  use 
Swedish  punch  only  as  a  cocktail  flavor. 
I  dislike  Scotch  and  seldom  drink  it.  It 
makes  me  vaguely  uneasy.  I  also  dislike 
Rhine  wine,  save  the  very  best.  I  never 
have  a  head- ache  from  drink.  It  fetches 
me  by  giving  me  pains  in  the  legs.  When  I 
get  stewed,  I  go  to  sleep,  even  in  the  pres- 
ence of  women  and  clergymen. . . 

I  drink  exactly  as  much  as  I  want, 
and  one  drink  more. 

Sir  Richard  Steele,  of  Tatler  ,.\r\(\  Spec- 
tator fame,  wrote  to  Mrs.  Scurlock, 
who  would  soon  become  his  second 
wife.  Here,  as  oft-en  happens,  drink 
and  love  get  confused;  or  do  they.'' 

Saturday  night,  Aug.  30,  1707 
Dear  Lovely  Mrs.  Scurlock, 

I  have  been  in  very  good  company, 
where  your  health,  under  the  character  of 
the  woman  I  loved  best  has  been  often 
drunk;  so  that  i  may  say  that  I  am  dead 


drunk  for  your  sake,  which  is  more  than  I 
die  for  you. 

Rich.  Steele 
Robert  Burns  said  that  "Freedom 
and  Whiskey  gang  thegither."  Both 
are  dangerous,  as  Dylan  Thomas  cer- 
tainly knew.  Three  years  before  his 
death  he  confided  the  following  in  a 
letter  to  a  friend,  as  he  might  have 
done  over  a  glass. 

''Yes,  I  am  frightened  of  drink  too.  But 
it  is  not  so  bad  as,  perhaps,  you  think:  the 
fear,  I  mean.  It  is  only  frightening  when  I 
am  whirlingly  perplexed,  when  my  ordi- 
nary troubles  are  magnified  into  mon- 
sters and  I  fall  weak  down  before  them, 
when  I  do  not  know  what  to  do  or  where 
to  turn.  When  I  am... anywhere  I  like, 
and  am  busy,  then  drink's  no  fear  at 
all  and  Vm  well,  terribly  well,  and  gay, 
and  unafraid  and  full  of 
other  nicer  nonsenses,  and 
altogether  a  dull,  happy 
fellow  only  wanting  to 
put  into  words,  never  into 
useless,  haphazard,  ugly, 
unhappy  action,  the 
ordered  turbulence,  the 
ubiquitous  and  rinsing 
grief,  the  unreasonable  glo/y  of  the  world 
I  know  and  don '/  know. " 

Yours  sincerely, 
Dylan  Thomas 

In  wine  is  often  truth;  in  too  much 
wine  is  often  too  much  truth,  even 
for  Samuel  Taylor  Coleridge.  Drink- 
ing with  an  audience  greater  than 
one  is  dangerous,  but  damage  can  be 
repaired  in  the  privacy  of  a  letter. 

8,  Monday  Morning 
Dear  Godwin, 

The  Punch  after  the  Wine  made  me 
tipsy  last  night — this  I  mention,  not  that 
my  head  aches,  or  that  I  felt  after  I  quitted 
you,  any  unpleasantness,  or  titubaniy — ; 
but  because  tips  in  ess  has,  and  has  always, 
one  unpleasant  effect — that  of  making  mc 
talk  very  extravagantly  &  as  when  sober. 
I  talk  extravagantly  enough  for  any  com- 
mon Tipsiness,  it  becomes  a  matter  of 
nicety  in  discrimination  to  know  when  I 
am  or  am  not  affected.  An  idea  starts  up 
in  my  head — away  I  follow  if  thro'  thick 
and  thin.  Wood  &  Marsh,  lirake  and 
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Briar — with  all  the  apparent  Interest  of 
a  man  who  was  defending  one  of  his  old 
and  long-established  Principles — Exactly 
of  this  kind  was  the  Conversation,  with 
which  I  quitted  youl I  do  not  believe  it  pos- 
sible for  a  human  Being  to  have  a  greater 
horror  of  the  Feelings  that  usually  accom- 
pany such  principles  as  I  then  supported, 
or  a  deeper  Conviction  of  their  irra- 
tionality than  myself — but  the  whole 
Thinking  of  my  Life  will  not  bear  me  up 
against  the  accidental  Press  &  Crowd  of 
my  mind,  when  it  is  elevated  beyond  it's 
natural  Pitch. 

Your's  with  affectionate  Esteem, 
S.T.  Coleridge 

Taken  to  extremes,  Freedom  and 
Drink  can  lead  to  embarrassment. 
Here's  Charles  Lamb  to  Dr.  Asbury 
the  morning  after  a  party  at  Asbury's, 
in  the  spring  of  1830. 

Dear  Sir, 

. .  .My  sister  has  begged  me  to  write  an 
apology  to  Mrs.  A  and  you  for  disgracing 
your  party;  for  every  one  that  was  not 
drunk  (and  one  or  two  of  the  ladies,  I  am 
sure,  were  not)  must  have  been  set  off 
greatly  in  the  contrast  to  me.  I  was  the 
scapegoat.  The  soberer  they  seemed. 

But  still  you  will  say . . .  that  it  is  not  a 
seemly  sight  for  an  old  gentleman  to  go 
home  pick-a-back.  Well,  may  be  it  is  not. 
But  I  never  studied  grace.  I  take  it  to  be  a 
mere  superficial  accomplishment.  I 
regard  more  the  internal  acquisitions. 
The  greater  object  after  supper  is  to  get 
home,  and  whether  that  is  obtained  in  the 
horizontal  posture  or  perpendicular  (as 
foolish  men  and  apes  affect  for  dignity),  I 
think  is  little  to  the  purpose.  The  end  is 
always  greater  than  the  means.  Here  I 
am,  able  to  compose  a  sensible  rational 
apology,  and^what  signifies  how  I  got 
here?  I  have  fust  sense  enough  to  remem- 
ber that  I  was  very  happy  last  night,  and 
to  thank  our  kind  host  and  hostess,  and 
that's  sense  enough,  I  hope. 

Charles  Lamb 

Some  people  say  that  we  attribute 
too  much  to  the  benign  influence  of 
drink.  This  may  have  been  the  case 
aboard  a  train  to  Berlin  in  July  of 
1876,  when  Fyodor  Dostoevsky 
offered  some  homeopathic  relief. 


My  dear  friend  Anechka, 
an  extremely  rich  and  respectable- 
looking  German  started  vomiting  and  he 
vomited  all  the  way  to  Berlin.  Out  of  the 
window,  it  goes  without  saying.  All  of  us, 
six  people,  tried  to  be  helpful  and  every- 
one offered  some  advice.  One  suggested 
that  he  should  drink  as  much  beer  as  pos- 
sible, and  so,  at  the  first  stop  he  leaped 
out  and  filled  himself  with  beer.  It  didn't 
help.  I  advised  him  to  try  some  brandy. 
"Brandy!"  the  man  cried  out,  "that  is 
just  what  I  was  thinking  myself!"  He 
jumped  out  at  the  next  stop  and  had  a 
drink.  The  advice  continued. ..Finally, 
the  German  Khlestakov  suggested  he  try 
champagne,  but  by  that  time  we  were 
already  getting  close  to  Berlin  and  the  fel- 
low said  that,  as  soon  as  he  got  to  his 
hotel  in  Berlin,  he  would  certainly  order 
some  champagne. .." 

F.  Dostoyevsky 

Hemingway,  another  believer,  was 
neither  modest  nor  constrained  in  his 
praise  of  taking  a  drink.  In  1935,  he 
closed  a  letter  to  Ivan  Kashkin  with 
the  following  testimonial. 

P.P.S  Don  V  you  drink?  I  notice  you 
speak  slightingly  of  the  bottle.  I  have 
drunk  since  I  was  fifteen  and  few  things 
have  given  me  more  pleasure.  When  you 
work  hard  all  day  with  your  head  and 
know  you  must  work  hard  again  the 
nfxt  day  what  else  can  change  your 
ideas  and  make  them  run  on  a  different 
plane  like  whisky?  When  you  are  cold 
and  wet  what  else  can  warm  you? 
Before  an  attack  who  can  say  anything 
that  gives  you  the  momentary  well  being 
that  rum  does?  I  would  as  soon  not  eat 
at  night  as  not  to  have  red  wine  and 
water.  The  only  time  it  isn  V  good  for 
you  is  when  you  write  or  when  you  fight. 
You  have  to  do  that  cold.  But  it  always 
helps  my  shooting.  Modern  life,  too,  is 
often  a  mechanical  oppression  and 
liquor  is  the  only  mechanical  relief.  Let 
me  know  if  my  books  make  any  money 
and  I  will  come  to  Moscow  and  we  will 
find  somebody  that  drinks  and  drink 
my  royalties  up  to  end  the  mechanical 
oppression.^ 

Peter  Scott  is  a  writer  living  in 
Chagrin  Falls,  Ohio. 
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Choice,  The  Ultimate  Luxury 
The  impetus  was  simple.  The 
execution,  inspired.  The  result, 
unparalleled.  The  Centre  for 
WeU-Being.  A  destination  like  no 
other,  unfolding  in  the  hradition- 
rich  Sonoran  Desert  of  Arizona. 
To  enjoy  with  your  family,  or 
simply  on  your  own.  Here  you  can 
raise  your  spirits.  Indulge  your 
senses.  And  most  importantly 
exercise  your  personJ  choice  of 
what  a  spa  vacation  should  be. 


1? 

THE  PHOENICIAN 

Call  The  Phoenician  or  your  travelprofessional  today. 
Reservation  Office:  800-888-8254  •  602-941-8200 

6000  East  Camelback  Road 
Scottsdale,  Arizona  85251  •  FAX:  602-947-4311 

A  member  o< 

'=Z7ic<^adin^7fofc/so/"/A(fW4wyd*800-223-6800 
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Land . . .  what  else  can  gm  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     2WK9 
Ft.  Garland,  CO  81 133. 
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Obtain  the  Property  Report  required  by  Federal  law  and  read  it  Ijetore  signing  ,  ,  i  jo  Federal  agency  has 

judged  the  merits  or  value,  if  any,  of  this  properly  Equal  Credit  and  Housing  Opporiuniiy  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filmy  does  nol  constltule  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,.from  Sangre  de  Crislo 
Ranches  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Eslate  Commission  [Permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AO  20537 
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AN  EXCITING 

OPPORTUNITY  FOR 

DIREa  RESPONSE 

ADVERTISERS 

FORBES  FYI  appeals  to 

executives  who  live  their 

lives  v/ith  a  sense  of  style- 

and  can  afford  to: 

These  are  readers  v/ho  have 

money  to  spend  on  sports, 

travel,  leisure  activities  and 

other  finery.  Tempt  them 

with  your  special  products 

and  services. 

Call  Linda  Loren 
(212)620-2440 

Or  Fax 
(212)620-2472 

for  more  information 
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HANDCRAFTED  AVIATION  DISPLAY  MODELS 

•  Over  500  Aviation  Display  Models  Available  •  Custom  Model  Building  Services  Available 


SHOWCASE  MODEL  CO. 

P.O.  Box  470,  Dept.  FYI-93-03 
State  College,  PA  16804-0470 
Hours:  M-F  9;30am  -  7:00pm 
Sat:  9:30am  -  4:00pm 
(800)441-9524  -Orders 
(814)  238-8571  -  Catalogs 
(814)  238-8572 -FAX 


Martin  M-404 
Eastern  @  $119.95 
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VISA 


WORLD'S  LARGEST  MAKER  OF  AEROSPACE  REPLICAS 
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BOOKS 
ON  TAPE 


World's  Largest  Selection  ol  Audio  Books  ■> 


•  Best  Sellers 
on  Cassette 

•  Full-length 
Rentals 

•  Call  for  Free 
Brochure 


(800)  626-3333 


There  are  many 
reasons  why  novelists 
write,  but  they  ail  have  one 
thing  in  common  -  a  need  to 
create  an  alternative  world. 

-John  Fowles 


SCOTLANDS 
FINEST  FOODS 
WORLD  RENOWNED 

Q^s  of  Excellent  Taste 

PRE-SLICED 
SMOKED  SCOTTISH 

SALMON 

1  LB  SIDE  532.50 

2  LB  SIDE  559.50 

6-Fouroz.  Handy  Freezer 
packs  11/2  Lbs.     ^48.50 

Inquire  about  additional 

gourmet  products  and 

corporate  discounts. 

1-800-858-7100 

FAX  410-644-0635 


Special  15%  discount  on  classified  ads  tnat  run  in  both 
FYI  At  Your  Service  and  Forbes  Market  Classified 


THE  AMERICAN  HEART 

ASSOCIATION 

MEMORIAL  PRGCRAM 


American  Heart  Association 

provided  as  a  public  service 


AUDIOBOOKS 


SMoh 

by  Shelby  Foote 

Listen  to  unabridged  history  on 
Recorded  Books'"  while  you 
drive  to  work!  Expert  narrators 
bring  great  books  to  life.  Call 
or  send  for  a  free  catalog: 
l-(800)-638-1304. 
Ask  about  our 
quick  and  easy 
rentals  by  mail. 

Recorded 
Books,  Inc., 

Prince  Frederick 
MD  20678 


EXECUTIVE  GIFTS 


Flying  Cloud 


Hand  Craittd  from  Select  Woods 
From $1,295.00  'Length  18" -SO' 

SEACRAFT™ 


7550  f .  Ems  M.  Sle.  109,  Scotlsdale,  AZ  85260 
S  FAX  (602)  998-2314  •  (602)  998-498S  ^ 
For  Our  Catalog  Call  (800)356-1987 
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The  Killer  Angels 

By  Micliael 

Shaara 
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Illustration  by  Pail  Bachem 


le  old  man  was  riding  the  gray  horse 
across  the  open  ground  in  front  of  the 
trees.  He  had  taken  his  hat  off  and  the 
white  hair  and  the  unmistakeable  white 
head  were  visible  from  a  long  way  off.  He 
was  walking  the  horse  slowly  along  the 
ground  among  the  first  rows  of  dead  where 
the  cannon  had  begun  to  take  them  as 
they  stepped  out  of  the  trees,  and  the 
retreating  men  were  slowed  at  the  sight  of 
him.  Longstreet  stopped.  The  old  man 
reined  up  and  stood  for  a  moment  immo- 
bile, head  turned  eastward  toward  the 
enemy,  the  gray  hat  on  the  horn  of  the  sad- 
dle. He  sat  there  motionless  as  a  statue 


and  the  men  coming  back  began  to  turn 
toward  him.  He  sat  looking  down,  talking 
to  them.  Longstreet  stood  watching  him. 
He  knew  that  he  would  never  forgive  the 
old  man,  never.  He  stood  paralyzed  hold- 
ing the  rifle  and  tears  were  running  down 
his  cheeks.  The  old  man  saw  him  and 
began  riding  toward  him.  Longstreet 
could  hear  him:  "It  is  all  my  fault,  it  is  all 
my  fault,"  and  men  were  already  arguing 
with  him  and  shaking  their  heads  in  rage 
and  shame,  but  Lee  said, "We  shall  rest 
and  try  it  again  another  day.  Now  you 
must  show  good  order.  Never  let  them  see 
you  run."iJB 
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Save  up  to  30%  off  our  regular  corporate  rate  by  purchasing  your  room 
7, 14  or  21  days  in  advance.  Call  your  travel  agent  or  1-800-228-9290. 
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Move  To  Connecticut  And  You'll  Get 
A  House  With  A  Big  Welcome  Mot. 


And  a  Senate,  too.  Our  legislature  has  created  one  of  the  nnost  pow- 
erful business  incentive  packages  in  the  country.  It  includes  a  billion-dollar  loan 
and  loan -guarantee  program,  flexible  financing  for  site  development,  and  risk 
capital  to  launch  high-tech  products. 

We've  developed  a  tax  structure  rated  sixth  in  the  nation  for  "Tax 
Fairness"  by  the  1992  Development  Report  Card. 

We've  stripped  dov/n  your  cost  of  doing  business:  for  example,  we 
enacted  R&D  and  training  tax  credits,  and  redefined  "manufacturing  equip- 
ment," to  let  companies  upgrade  on  a  tax-favorable  basis. 

That's  just  a  glimpse  of  a  very  big  w/elcome  mat. 

Call  our.  Department  of  Economic  Development:  ,  , 

li 
1-800-392-2122.  Our  House  will  give  your         OOXIKfFr^XTr^T  IHT 

business  a  g  rea t  h o m e .  ■  The  State  That  Thinks  Like  A  Business. 
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Mercedes-Benz  out 
someplace  more  gru^ 


On  the  Autobahn, "Where  some 


stretches  have  no  speed  Umits, 


automobiles  sold  throughout  that  66%,  followed  by  the  190E  2 


period*  Not  just  one  car-Qvec  ene 


Mercedes  often  travel  at  speeds  in  year.  But  an  entire  line  of  cars  over  it  seems  a  Mercedes-Benz  i:l 


2.6  at  63%r  With  this  rate  of  i , 


excess  of  100  miles  per  hour. 
Which  is  almost  as  fast  as  they 

move  through  the  pages  of  the 

■I 
classified  ads. 

Statistics  show  over  a  10-year 

period,  Mercedes-Benz  automobiles, 

as  a  line,^  on  average,  had  a  higher 

resale  value  than  anv  other  line  of 


an  entire  decade. 

The  Complete  Car  Cost  Guide 
forecasts  that  the  1993  300SL  will, 
on  average,  retain  an  "as- 
tounding 76%  of  its  original 


value  after  five  years.  That's       — 
the  highest  resale  value  of 


any  luxury  car.  The  300E  finished 


a  safe  place  to  put  your  mom 


Maybe  Mercedes  retain  sc 


of  their  value  because  oven  jp 


$25,000.  20J-6Da-by/u  ASK  tor  John 
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MERCEDES  1 989  560  SI  A  BEAUT> 

Silver  with  palomino  leather  must  se 
OnKr  22000  miles  Call  Pat  at  212-73 
7665  aFter  6pm  but  before  miclnigh 


second  among  luxury' 


rs  with  a  forecast  of 


owners  have  been  known 


up  two  parking  spots  at  the 


market.  Or  because  they 


hours  proudly  polishing  th 


1969  MERCEDES  280  SL  ROADSTER 

Creame  beige  with  black  interior.  This  rare  4  speed  car  is  in 
mint  condition  inside  and  out.  Garaged.  Both  tops,  A/C. 
Very  coUecrible,  excellent  investment.  Call  M'rfi-- -^  -> :  ^  ■  ^-o»^  • 
212-348.4221  or  212-735-8301.  \     CO"  ^ 
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seen  to  believe.' 203-788-930' 
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1 990  MERCEDES  300  ^ 

Smoke  Silver/Creme,  20K  mi.  $39 
Mint  condition.  Must  Sell.  Call  oos 
(512)672-7828 
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to  think  it's  be 
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Mercedes  are  built 
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brakes.  Every 
rag«d  since 
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than  the  Autobahn. 
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1991  MERCEDES  300  SL 

Blk/peatl  bik  interior, 9K miles  immaculate 
$70K  FIRM  cxall  Bill  at  X5-661  -961 5. 


feasonac 


^EDAN  Black  on  black,  1  owner.  0-55  in  7  seconds. 
Garage-kept,  absolutely  flawless.  Only  20.000 
information,  call  Mr,  Leonard  at  512-476-5391. 
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iemoaei,inasmany  i     MERCEDES '87  V90E  2.3 16-vaWe 

-)9  new  tires  perfect  condition.  /m«  ^ 

locations.  And  paint-  -  ^rA  $27,000  Firm.  A  rare  find.  21 2 
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e  body  involves  as  many 
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ser 
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,ht  coatings  and  finishes. 


t  nowhere  is  quality  more 


*ent  than  in  the  interior  of  a 


3des.  Let's  face  it,  all  interiors 


t  *-t  »-»^  •    /  / -^-^ 


MERCEDES  MR  &  MRS 

977  450  SL  silver/blue  int  and  top. 
20K  miles.  Immaculate.  1979  6.9  all 
lue  1  12K  miles  Always  garaged, 
.stom  wheels,  AC,  leather  seats. 
'iO,000  buys  them  both.  Neq.  212- 
95-2238  M-F. 


wear  and  tear.  That's  why  Mercedes 


parts  and  materials  are  so  rigorously 


tested.  For  example,  our  leather 


upholstered  seats  are  designed  to  en- 
int.  dure  up  to  one  million  sittings. 
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idnd  feel  good  when  new.  The 
iiasure  comes  after  years  of 


fo 


(That's  about  600  years,  for 
anyone  who's  counting.) 


|y     given  Mercedes-Benz  the  most  im- 

$. 

g'    pressive  long-term  resale  record  of 

any  car  line  sold  in  America. 

But  let's  not  forget  that  Mercedes 
don't  just  perform  well  in  the 
newspaper. 

There  is,  after  all,  the  highway. 

For  more  information,  call 
1-800-964-5850. 


Rec      In  short,  a  tradition  of 


enduring  design,  innovative  engi- 


neering and  attention  to  detail  have 


Mercedes-Benz 
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"If  I  were  not  watching 
carefully,  and  one  of 
my  children  fell  down 
the  steps  and  hurt 
himself,  he  could 
sue  me  for 
negligence." 

mmim  44 


"Virtually  any  cash  flow  stream  can  be  swapped  for  another 
cash  flow  stream  if  a  willing  counterparty  can  be  found." 
^^H  62 
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"This  is 

a  frolic 

that 

fits  our 

circumstance." 
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How  Derivatives 

Are  Transforming  Wall  Street      62 

By  Robert  Lenzner  and  William  Heuslein 
In  the  Wall  Street  of  the  1990s,  stocks 
and  bonds  are  sidelines;  futures,  op- 
tions and  swaps  are  the  real  action. 

Find  The  Deep  Pocket  44 

By  David  Frum 

A  girl  sued  her  mother  after  her  father 
abused  her  sexually.  Why  mom?  Be- 
cause she  was  covered  by  insurance; 
dad,  the  perpetrator,  was  not. 

Marketing: 

Vintage  Olive  Oil  93 

By  Joshua  Levine 

Move  over,  oenophiles,  here  come 

the  olivophiles. 

Personal  Affairs: 

Don't  Buy  That  House— Rent      104 

By  William  G.  Flanagan  and  Brigid  McMenamin 
Moving.^  Don't  be  so  quick  to  buy  a 
house.  Renting  could  be  smarter. 

Careers: 

Women  In  Business — 

Playing  To  Win  110 

By  Brigid  McMenamin 

No  matter  how  dismal  the  situation, 
Cheryl  Shuman  always  approaches  it 
with  an  "I  play  to  win"  determina- 
tion. That  has  made  her  rich. 
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Port  Authority  Of  New  York 

&  New  Jersey  40 

By  Richard  Phalon 

The  bombing  at  its  World  Trade  Cen- 
ter may  force  the  agency  out  of  social 
engineering  and  back  to  basics. 


Spiegel 

By  Christopher  Palmeh 

Success  with  flannel  and  down. 
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54 


Alco  International  Group  78 

By  Pablo  Galarza  and  Randall  Lane 
E\'en  before  he  had  finished  proba- 
tion for  one  security  swindle,  Melvin 
Lloyd  Richards  was  launching  anoth- 
er dicey  enterprise. 

John  Alden  Financial  80 

By  Gretchen  Morgenson 

An  oddball  insurance  company  with  a 

distinctly  superior  record. 
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Spectradyne 

By  Christopher  Palmen 

A  new  competitor  is  loosening  the 
grip  of  billionaire  Mar\'in  Davis'  Spec- 
tradyne on  the  hotel  movie  business. 

Cardinal  Distribution  56 

By  Reed  Abelson 

Bob  Walter  walked  away  from  what 

could  have  been  a  kwely  acquisition. 

Brooke  Group  60 

By  Riva  Atlas 

Bennett  LcBow  seems  to  have  a  re- 
verse Midas  touch. 

Tomorrow's  Biotech?  76 

By  Manjeet  Knpalani  with  Tatiana  Pouschine 
Advanced    plastics    and    composites 
have  been  a  big  disappointment  to 
many  a  large  companx'.  So  why  are  the 
venture  capitalists  moving  in? 


Up  &  Comers: 

Interactive  Network  84 

By  Lisa  Gubernick 

David  Lockton's  Interactive  Network 
provides  a  so-so  product  that's  ditfi-- 
cult  to  use.  Advice:  Stay  away. 
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Engineering  Data  Systems  86 

By  Damon  Darlin 

Recruitine;  an  outsider  as  boss. 
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LAW  AND  ISSUES 


Ph.D.s  In  Hypocrisy 

By  James  W.  Michaels 
Which  American  quasi-monopoly 
uses  dishonest  advertising  to  push) 
shoddy  products  at  exorbitant  prices.' 
If  you  read  only  one  book  this  year  it 
should  be  Thomas  SowelPs  bisidi 
American  Education. 
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Numbers  Game: 
Prettying  The  Prospectus 

By  Richard  Phalon 

A  novel  way  to  enhance  an  IPO. 
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"People  are 
finally  getting 
concerned  about 
what  they  throw 
down  their 
throats." 
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"She's  created 
a  job  where 
none  existed." 


"Housing  values 
have  acted  more 
like  a  fluctuating 
stock  market  than  the 
'sure'  investment  they 
once  were." 
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I'm  Nothing  But  A  Beggar"        90 

James  R.  Norman 

ob  Macauley  is  running  drugs  to  the 
.ussians — charitably  and  efficiently. 
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/ho  eats  the  loss? 
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At  the  top  of  the  best-seller  list 
for  three  straight  years. 


For  three  years  running,  the  Citation  V 
las  not  only  outsold  every  other  business 
ft,  it  has  outsold  every  business  turbo- 
prop as  well.  Usually  by  a  4-to-l  margin. 

Why?  Because  the  Citation  V  does  so 
nany  things  so  well. 

It  cruises  at  nearly  500  mph  -  over 
00  mph  faster  than  the  comparably 
■  '^6  turboprop.  Yet  it  can  take  off  and 
.  iid  on  runways  shorter  than  the  turbo- 
prop, or  any  other  business  jet,  can  use. 


The  all-new  interior  is  more  com- 
fortable and  appealing  than  ever.  This 
exceptionally  quiet  cabin  is  the  longest 
in  its  category,  and  provides  spacious 
double-club  seating  for  eight  passengers. 

Yet  the  Citation  Vcosts  less  to  operate 
than  the  King  Air  350.  We  guarantee  it. 

No  other  comparably  priced  business 
jet  offers  this  combination  of  perform- 
ance, comfort,  reliability  and  economy. 
Neither  does  any  turboprop. 


After  three  years  at  the  top  of  the 
world's  best-seller  list,  why  does  the 
Citation  V  still  receive  rave  reviews? 

Open  one  up  and  see  for  yourself. 

For  more  information,  call 
Gary  W  Hay,  Senior  Vice  President 
of  Marketing,  at  1-800-4-CESSNA. 

CitationV  ^i 
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A  Textron  Company 
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At  the  top  of  the  best-seller  list 
for  three  straight  years. 


For  three  years  running,  the  Citation  V 
las  not  only  outsold  every  other  business 
pt,  it  has  outsold  every  business  turbo- 
prop as  well.  Usually  by  a  4-to-l  margin. 

Why?  Because  the  Citation  V  does  so 
nany  things  so  well. 

It  cruises  at  nearly  500  mph  -  over 
00  mph  faster  than  the  comparably 
'lized  turboprop.  Yet  it  can  take  off  and 
and  on  runways  shorter  than  the  turbo- 
:)rop,  or  any  other  business  jet,  can  use. 


The  all-new  interior  is  more  com- 
fortable and  appealing  than  ever.  This 
exceptionally  quiet  cabin  is  the  longest 
in  its  category,  and  provides  spacious 
double-club  seating  for  eight  passengers. 

Yet  the  Citation  Vcosts  less  to  operate 
than  the  King  Air  350.  We  guarantee  it. 

No  other  comparably  priced  business 
jet  offers  this  combination  of  perform- 
ance, comfort,  reliability  and  economy. 
Neither  does  any  turboprop. 


After  three  years  at  the  top  of  the 
world's  best-seller  list,  why  does  the 
Citation  V  still  receive  rave  reviews? 

Open  one  up  and  see  for  yourself. 

For  more  information,  call 
Gary  W  Hay,  Senior  Vice  President 
of  Marketing,  at  1-800-4-CESSNA. 

CitationV  ^i 

Cessna 

A  Textron  Company 
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TEMPLETON  FOREIGN  FUND 


Consistent 
Performance  Results 


IP 


of  ALL  INTERNATIONAL  FUNDS 
for  10  years. 


$49,372 

Total  value  of 
investment  12/31/92 


Templeton  Foreign  Fund  received  the  1992  Lipper 
Certificate  of  Achievement  as  the  best  performing 
international  fund  for  the  10  year  period  ended 
12/31/92.* 


$40,000 


10- Year  Average 
Annual  Total  Return^ 

10- Year  Cumulative 
Total  Retumt 

16.8% 

373.7% 

$20,000 


m  Value  of  shares  acquired  through 
reinvestment  of  dividends  from 
income  ($9,876). 

[~~1  Value  of  shares  initially  acquired 
($25,088)  plus  shares  accepted  as 
capital  gains  distributions 
($14,408). 


$10,000 

Cost  of  investment 
10/5/82 


10/82 


Call  24  Hours 

1-800-325-9950 
Ext.  172 

C7%    11  C% 

The  1-  and  5-year  average  annual  total  returns  were    •^^  /        and  X.JL««^ 

respectively  (as  of  12/31/92).  fRetums  include  the  maximum  5.75%  sales  charge 
and  assume  reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Invest- 
ment return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  Past  performance  cannot  guaran- 
tee future  results.  There  are  special  risk  consideratic-!s  associated  with  foreign  inves- 
ting. *The  fund  was  ranked  #1  out  of  1 1  mutual  funds,  as  measured  by  Lipper 
Analytical  Services,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization. 
Lipper  rankings  do  not  include  sales  charges. 


TEMPLETON  FUNDS  DISTRIBUTOR,  INC. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  contain  ng  more  com- 
plete information  on  the  Templeton  Foreign  Fund,  includ- 
ing charges  and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money.  fob93 
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Address. 


City /State/Zip. 


Daytime  Phone. 


Ibrnpleton 

R.  WORLDWIDE 

Member  $90  Billion  Franklin/Templeton  Group 
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Of  Inc.'s  and  swaptions 

Until  the  early  19th  century  virtually 
all  businesses  were  family  proprietor- 
ships. If  the  business  went  under,  so 
did  the  family,  for  it  was  legally  re- 
sponsible for  the  debts.  The  accep- 
tance of  limited  liability  companies 
enabled  investors  to  shift  some  of  the 
risk  of  insolvency  to  creditors.  It  also 
made  shares  easily  transferable  and 
therefore  more  liquid.  Now  it  was 
possible  to  mobilize  the  huge  sums 
needed  to  build  railroads  and  giant 
steel  mills.  (I  am  indebted  for  some  of 
this   historical   insight   to   Professor 

Richard  Sylla,  a  financial  historian  at  New  York  University's  Ster: 
School  of  Business,  and  to  Reporter  Amy  Feldman.) 

In  this  issue  Robert  Lenzner  and  William  Heuslein  compare  th 
rapid  spread  of  synthetic  securities — options,  fijtures  and  swaps — 
with  the  earlier  spread  of  the  Inc.'s.  These  derivatives  take  risk 
shifting  and  liquidity  several  steps  fijrther,  and  visionaries  even  dream' 
of  the  day  when  derivatives  will  hedge  companies  against  downturns, 
in  the  economy.  World-shaking  scandals  attended  the  spread  o: 
limited  liability' — the  South  Sea  Bubble,  Credit  Mobilier,  Kreuger  & 
Toll.  There  may  be  similar  disasters  as  derivatives  come  to  dominate | 
the  capital  markets.  But  there  is  no  going  back.  "The  age  of  digital 
capitalism"  starts  on  page  62. 


Bob  Lenzner 


i 


Who's  prejudiced.^ 

Forbes  recently  demonstrated  as  baseless  federal  charges  that  bank 
routinely  discriminate  against  minority  mortgage-seekers  ("The 
hidden  clue,"  Jan.  4).  We  pointed  out  that  if  blacks  were  treated 
more  strictly  than  whites,  blacks  would  certainly  show  lower  default 
rates  since  they  were  required  to  be  better  risks  in  order  to  get  a 
mortgage.  But  default  rates  among  blacks  and  whites  are  roughly 
equal — proof  that  different  skin  colors  get  similar  credit  treatment. 
Imagine  our  disgust  when  we  received  a  letter  from  Deputy 
Comptroller  of  the  Currency  Stephen  Cross  granting  our  point 
about  equal  default  rates  but  responding  lamely  that  perhaps  the 
banks  were  quicker  to  foreclose  on  blacks.  The  federal  position  seems 
to  be:  Never  mind  the  facts;  hang  the  bastards.  Shortly  thereafter 
articles  appeared  in  the  press  saying  Treasury  Department  bank 
examiners  would  soon  "adopt  tougher  procedures  to  keep  national 
banks  from  discriminating  on  the  basis  of  race  when  they  approve 
home  mortgages."  Does  the  government  want  banks  to  so  loosen 
credit  standards  for  blacks  that  they  default  more  frequently — thus 
harming  both  blacks  and  banks?  Apparently.  If  anyone  is  prejudiced 
here  it  is  the  government. 


( — ^  Editor 
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ive:  were:  doing  business  in  the:  pacific  rim  ^viie:n 

PE:0PLE:  TRAVE:I.E:D  by  rickshaw.  The  AIG  companies  have  been  doing 
business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in  1919, 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldwide. 
Our  experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
AIG  peoples  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
transportation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 


AIG 


IVORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  DepL  A,  70  Pine  Street,  New  York,  NY  10270. 


"I  had  a 


nice. 


may  find  your  decision  to  owna  truck  emotionally  irrevocable  -  and  in  the  GMC  Yukon  4x4, 

le^y  exuberant: 

ukon  makes  the  most  of  the  99  percent  of  the  earth  that  Bes  unpaved.  Yet  it  is  equally  at  home  on 

paved  one  percent  where  you  do  99  percent  of  your  driving  -  smooth  with  its  long  wheelbase, 

"  "vith  Its  well-tuned  suspension,  unf^tering  and  even  spirited  with  its  standard  5.7  liter  V8. 

-;  may  never  forget  your  first  car.  Until,  tJiat  is,  you've  driven  your  first  truck.  To  learn  more  about        

: .  call  us  at  l-800-GMC-TRUQw(l-800-462-8782).       _  ^^^^^^    ^^^  ^^^^^^^  ^  „  ^^,  UPHpHii® 

ruck  and  yukon  are regi§|Kred  trademarks  qf^GentfralMotdti^^  Bi*^up,  Ajaietta!  L*rl®l>«F.  THE  STRENGTH  OF  EXPERIENCE 
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EDIIED  BY  GRAHAM  BUHON 


Oh,weofUttlefaith! 

After  TAKING  over  as  chief  executive 
of  Colgate-Palmolive  Co.  in  1984, 
Reuben  Mark  shook  up  what  had 
been  a  sleepy  company,  and  its  stock 
rose  from  under  20  to  74  by  early 
1991.  But  Forbes  was  skeptical. 
Mark's  success  had  come  from  fixing 


Colgate-Palmolive 
Chief  Executive 
Reuben  Mark 
Flexing  market- 
ing  muscle 
in  high-margin 
products. 


yesterday's  problems.  Colgate  need- 
ed new  products,  what  with  domestic 
sales  flat  and  competition  heating  up 
internationally  (Mar.  18,  1991). 

We  underestimated  Reuben  Mark. 
Colgate's  sales  rose  16%  last  year,  to 
$7  billion.  Excluding  a  restructuring 
charge  in  1991,  profits  were  up  30%, 
to  $477  million,  or  $2.92  a  share. 
Some  of  the  gains  were  from  last 
year's  acquisition  of  Mennen  Co.,  but 
even  without  Mennen,  Colgate's  unit 
volume  grew  about  6%,  thanks  in 
large  part  to  a  flurry  of  new  products. 
Adjusted  for  a  1991  split,  Colgate's 
stock  has  risen  70%  in  just  two  years. 

Credit  much  of  the  profit  improve- 
ment to  Mark's  strategy  of  shifting 
Colgate's  product  mix  away  from 
commodity-type  items  like  detergent 
to  high-margin  oral  and  personal 
care.  Colgate's  gross  profit  margins  in 
1992  were  47%  of  sales,  versus  39%  in 
1984.  "There  is  no  reason  we  can't 
get  to  the  mid-50s,"  says  Mark. 

Told  you  so 

Tklhc;ommuni(:ations  analyst  Vic- 
tor Schnee  had  some  strong  advice  for 
the  Baby  Bells  (Oct.  15, 1990):  Accept 
competition  in  your  hitherto  protect- 
ed territories.  "Is  This  Man  Crazy?"  a 
leading  trade  magazine  asked  in  a 
cover  story  on  Schnee. 

Not  crazy  at  all.  Last  month  Roch- 
ester Telephone  became  the  coun- 
try's first  local  phone  company  to 
propose  that  regulators  open  up  its 
exclusive  franchise  to  competition. 

Rochester  wants  to  split  into  two 
companies — one  to  sell  retail  phone 


service,  the  second  to  operate  thd 
phone  network.  The  latter  would  se| 
wholesale  services  like  switching  to ; 
comers,  including  its  sister  compan^ 
and  possibly  cable  TV  operators. 

A  few  weeks  later  Ameritech,  the 
Chicago-based  holding  company  foi 
five  Great  Lakes  Bell  companies,  tolc 
regulators  it  wants  roughly  the  same 
thing.  However,  Ameritech  condi^ 
tioned  its  offer  on  its  getting  the  rightj 
to  enter  the  long  distance  business. 

Schnee,  who  served  as  a  strategic 
adviser  to  Rochester  Telephone,  saysj 
that  whereas  the  Rochester  proposa 
could  be  implemented  by  early  1994^ 
the  complex  legal  and  regulatory  isn 
sues  involving  Ameritech  and  its  bic 
to  enter  the  long  distance  business 
could  take  years  to  resolve.  Mean- 
while, other  companies  will  feel  in- 
creasing pressure  to  embrace  compe- 
tition. "The  logic  of  it  is  so  powerful 
that  they're  going  to  find  themselves 
painted  into  a  corner  if  they  don't 
react,"  says  Schnee.  -Gary  Slutskee 

In  Rust  they  trust 

It  has  been  a  round-trip  for  investors] 
who  bought  the  stock  of  Brand  Cos., 
after  Forbes  ran  an  optimistic  stor 
(Mar.  2,  1992)  on  the  $440  millior 
(sales)  industrial  maintenance  firm] 
based  in  Westchester,  111.  Softness  inj 
its  asbestos-removing  business  helped] 
drive  the  stock  down  to  14,  from  22[ 
when  the  article  appeared. 

But  the  stock  is  back  to  around  20. 1 
Waste  Management,  which,  througl 
a  majorit)'^-owned  subsidiary',  ownsi 
56%  of  Brand,  is  forming  the  nation's] 
largest  firm  of  its  kind.  Rust  Interna- 
tional. After  selling  its  asbestos  unitj 
Brand  will  merge  into  Rust. 

Another  Waste  Management  affili- 
ate, Wheelabrator  Technologies,  w  il' 
add  its  engineering,  consulting  and 
construction  businesses.  Anothcij 
Waste  Management  unit  will  throw  hi 
its  environmental  cleanup  business 
Brand  shareholders  will  get  one  Ruslj 
share  for  every  Brand  share. 

Chicago  Corp.'s  lames  McDonalc 
has  a  preliminary  estimate  that  Rusij 
will  earn  $108  million,  or  $1.15  A 
share,  on  sales  of  $1.8  billion.  VVitlj 
Brand's  stock  at  2OV2,  sharcholdcrf 
have  every  incentive  to  vote  for  tlnj 
merger  with  Rust  at  an  Apr.  30  mcet[ 
ing.  -ClJRISTOPllKR  Pai.meri 
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...so  I  pick  up  th( 
its  my  Paine^tber  guy.  

He  asfcea  about  m 
retirement  prans. 
I  said,  c  mon,  you  re 
about  20  years 
too  soon. 

Ana  I  aiant  tnink  anymore 
about  it.  Until  I  nappened  to  visit 
my  ola  boss.  Wnat  an  eye-opener. 
'  He's  sure  not  living  like  ne  used  to 

?     ^*^     ...you  know,  when  ne  was  working. 

Next  day  I  called  my  broker 
■r  back  and  said.  'Wnat  were  those 

li^l       questions  again,  about  retirement?' 
I     "tg      '  And  we  figured  out  now  I  shoulc. 
be  putting  something  away  now. 
I  know  I'm  not  going  to  neec 
■      i|    tnat  money  for  a  long  time.  But  it 
sure  feels  good — dealing  witn  a 
company  that'll  be  there  when  I'm 
ready... and  knowing  FU  bave  tbe 
kind  or  retirement  I  want.  Because 
I  bave  a  broker  wbo  asked. '  ^ 


PaineYfebber^^ 

^e  invest  In  relationsnips. 


■  HJMiJi^lKlliJHi'iNi 


EDITED  BY  THOMAS  JAFFE 


Norman's  conquests.^ 

Will  Texas  financier  Richard  Rain- 
water and  Norman  Pearlstine,  former 
executive  editor  of  the  Wall  Street 
Journal,  team  up  to  form  a  new  media 
venture?  "Richard  and  I  haven't  set- 
tled on  anything  specific,"  says  Pearl- 
stine, 50,  who  left  the  Journal  last 
year  and  is  now  a  consultant  to  two 
magazines,  Smart  Money,  jointly 
owned  by  Journal  publisher  Dow 
Jones  &  Co.  and  Hearst  Corp.;  and 
Sellin^f,  a  startup  by  Capital  Cities 
focusing  on  successftil  salespeople. 

Pearlstine  says  he  and  Rainwater 
have  discussed  investing  in  financial 
and  trade  publications,  as  well  as  in 
electronic  media.  Rumors  say  the  pair 
has  looked  at  Financial  World,  Euro- 
money  and  Institutional  Investor. 

Pearlstine  says  he  has  also  talked 
with  media  companies,  investment 
bankers  and  venture  capitalists  about 
media  projects.  But  this  veteran  print 
journalist  says  he's  chiefly  interested 
in  publications  as  a  springboard  for 
getting  into  electronic  media. 

-John  H.  Taylor 

Home  court  advantage 

In  February  Southwestern  Bell 
Corp.  moved  its  headquarters  from 
St.  Louis  to  San  Antonio  and  prompt- 
ly put  down  new  roots  by  joining  a 
local  group  buying  basketball's  San 
Antonio  Spurs,  the  city's  only  pro 
sports  team,  for  $75  million.  The 
Spurs'  old  owner,  San  Antonio-based 
car  dealer/rancher  B.J.  (Red) 
McCombs,  has  had  the  team  on  the 


block  for  almost  two  years,  and  locals 
feared  that  an  outside  buyer  might 
move  the  Spurs,  leaving  the  town 
holding  the  bag  with  an  about-to-be- 
completed  $180  million  domed  stadi- 
um and  no  team.  Also  in  the  buying 
group:  United  Services  Automobile 
Association,  Valero  Energy  and  Ki- 
netic Concepts.  -Claire  Poole 

The  ultimate  fan 

What  do  you  do  in  your  spare  time 
when  you're  already  a  billionaire  at 
40.>  Paul  Allen,  who  cofounded  Mi- 
crosoft with  William  Gates  in  1975, 


San  Antonio  Spur  David  Robinson 
Playing  for  a  Baby  Bell. 
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Jimi  Hendrix 

A  billionaire  fan's  fantasy. 


left  the  company  in  1983  but  still 
owns  $3  billion  worth  of  its  stock. 
Recently,  Allen  has  been  building  a 
$30  million  dream  home  on  Seattle's 
Mercer  Island  (Forbes,  Oct.  19, 
1992).  He  also  has  indulged  his  pas- 
sion for  basketball  by  buying  a  pro 
team,  the  Portland  Trail  Blazers.  His 
latest  pastime  is  erecting  a  museum  to 
honor  rock  guitarist  Jimi  Hendrix,  a 
Seattle  native,  whom  he  saw  perform 
in  the  late  Sixties.  Situated  near  the 
Seattle  Center  Coliseum,  the  struc- 
ture will  house  Allen's  personal  col- 
lection of  Hendrix  memorabilia. 

-Julie  PrirA 

Blood  on  The  Street 

Falling  in lERHsr  rates  have  been  a 
pox  on  the  mortgage  securities  mar- 
ket. That's  because  as  rates  fall,  home- 
owners refinance,  which  shortens  the 
life  of  many  of  these  securities.  Fitch 
Investors  Service  estimates  as  much  as 
$75  billion  of  mortgage -backed  secu- 
rities may  be  paid  off  long  before 
expected.  This  means  big  losses  for 


investors  and  speculators,  especially  ii] 
the  roughly  $750  billion  market  foi 
structured  mortgage  securities 
known  as  collateralized  mortgage  ob' 
ligations  (CMOs). 

For  example,  interest-only  strips— 
which  are  collateralized  solely  by  in 
terest,  not  principal — issued  last  yeai 
that  were  expected  to  have  an  average 
life  of  nine  years,  now  look  as  if  they 
will  be  paid  down  in  as  litde  as  twc 
years.  Even  though  it  will  be  anothe 
month  before  prepayments  actuall) 
speed  up,  some  of  the  more  receni 
issues  are  already  down  by  about  25% 

The  rumor  is  that  as  much  as  half  oi 
Salomon  Inc.'s  $250  million  loss  foi 
January-February  was  from  its  hold- 
ings of  interest-only  strips.  Kidder, 
Peabody's  losses  are  also  rumored  tc 
be  sizable.  -Laura  Jeresk 


Lucky  Kentucky 

In  the  mid  Eighties  Kentucky  spen 
some  $150  million  on  subsidies  an 
training  programs  to  lure  Japanes 
carmaker  Toyota.  Good  investment 
as  it  turned  out. 

Toyota's  big  Georgetown,  Ky.  as-| 
sembly  plant,  opened  in  1988,  las 
year  paid  its  4,500  workers  $  1 85  mil 
lion  (excluding  benefits).  Workers  at 
37  Kentucky  suppliers  to  the  plant 
pulled  down  another  $215  million  in 
wages.  All  told,  the  plant  has  led  to  tiic 
creation  of  17,883  new  jobs.  Toyota, 
which  is  doubling  the  plant's  size, 
spent  an  additional  $175  million  on 
new  construction.  Researchers  at  the 
University  of  Kentucky  calculate  that 
in  1992  alone  the  "total  output  ef 
fects"  of  the  plant  came  to  $1.5  bil- 
lion—  1 .9%  of  the  gross  state  product 
The    University  of  Kentucky   stud) 
estimates  that  by  1996  the  plant  wil 
be  putting  $1.9  billion  into  the  stat( 
economy  and  spawning  yet  anothe; 
4,800  jobs.  — Ierry  Flint' 


KENTUCKY 


Toyota's  Kentucky  plant 

Long  green  for  the  biuegrass  state. 
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IntroducingTotalTrack.  It's  like  getting  live 
broadcasts  from  the  scene  of  your  package. 

Despite  what  you  may  have  seen  on  TV  the  ^vorld  s  largest  staff  of  on-the-spot 
reporters  isn't  at  CBS,  NBC,  ABC,  or  even  CNN.  They're  at  UPS. 

Because  ^ve've  just  launched  a  nationwide  cellular  tracking  system:  TotalTrack. 

Our  55,000  drivers  now  carry  hand-held  computers,  w^hile  our  vehicles  are 
equipped  with  state-of-the-art  cellular  technology  So  now^  you  can  find  out  the  status 
of  any  air  or  designated  ground  package  at  any  time.  W/b  can  even  confirm  delivery  in 
seconds.  And  only  UPS  TotalTrack'"  digitally  captures  the  recipient's  signature.  I    ^ 

Which  means  that  now  there's  just  one  thing  that  travels  faster  than  iVr  y 
a  UPS  package.  And  that's  news  of  it.  The  package  delivery  company  more  companies  count  on: 


!  1993  United  Parcel  Service  of  America.  Inc 
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Craig's  snake 

Sir:  When  looking  at  the  cover  pho- 
tograph of  Craig  McCaw  (Mai'.  1),  it 
may  appear  that  this  \'isionar\'  innova- 
tor is  an  eccentric  who  routinely  com- 
pletes his  attire  with  a  live  boa  con- 
strictor while  plotting  to  engulf  larger 
corporate  prey.  Not  so! 

In  Januar\',  130  McCaw  Cellular 
executives  contributed  two  days  to 
Habitat  for  Humanit\'  to   assist  in 


McCaw  with  young  friend 
Prize  possession. 


reconstructing  homes  devastated  by 
Hurricane  Andrew.  As  we  worked,  a 
young  Haitian  boy  rode  through  his 
impoverished  Homestead  neighbor- 
hood on  a  dilapidated  bicycle.  Flash- 
ing a  smile,  he  thanked  us  for  being 
there.  His  prize  possession  was  the 
snake  he  placed  on  Craig's  shoulders. 
-Maggie  Wilderotter 
President 

California/Nevada  Region 
McCaw  Cellular  Communications 
Sacramento,  Calif. 

Prophecy  vs.  subscription.^ 

Sir:  Re  "Snake  eyes"  (Mar.  I).  Any 
new  industr}'  will  have  its  speculative 
ups  and  downs,  but  1993-94,  1  pre- 
dict, will  continue  to  be  a  growth 
period    as    new    casinos/riverboats 
open  and  the  revenues  are  recorded. 
And  I'll  wager  you  a  subscription  on 
my  "prophecy." 
-Stephen  P.  Grogan 
Editor/Publisher 
The  Grogan  Report 
Evergreen,  Colo. 

AAA  risk 

Sir:  Re  "Alice  in  Mortgageland" 
(Mar.  I).  Unfortunately,  money 
managers    and    individuals    can    be 


lulled  into  complacency  by  the 
"AAA"  credit  qualit\'  of  federal  agen- 
cy collateral  behind  mortgage-backed 
bonds. 

-Byron  D.  Klapper 
Publisher 

Fitch  Investors  Service,  Inc. 
New  York,  N.T. 

Sir:  There  are  thousands  of  honest, 
well-informed  brokers  who  are  selling 
CMOS  to  hundreds  of  thousands  of 
investors  who  are  ver\'  happ)'  with 
their  investments. 
-Gary  Peters 
Senior  Vice  President 
Broker-Dealer  Services  Division 
LaSalle  National  Bank 
Boca  Raton,  Fla. 

Who  lost  in  Pittsburgh? 

Sir:  The  real  losers  when  Blacie  Com- 
munications, publisher  of  the  Pitts- 
bur^h  Post-Gazette^  bought  and  then 
closed  the  Pittsburgh  Press  (Informer, 
Mar.  I)  are  the  people  of  Pittsburgh, 
who  lost  a  second  voice,  the  hundreds 
of  P;rj:f  employees  who  lost  their  jobs, 
and  the  shareholders  of  E.W.  Scripps 
(Pittsbur£ih  Press)  who  were  short- 
changed   on    their   investment.    We 
were  prevented  from  being  awarded 
the  deal  because  of  fraud  and  deceit. 
-Richard  M.  Sc:aiee 
Publisher 
Tribune-Re\iew 
Greensbur^i,  Pa. 

Piper  Pitt 

Sir:  Re  "Who  pays  the  piper"  (Feb. 
15).  1  have  been  amused  by  puff  pieces 
and  interviews  with  Mr.  Pitt  where  he 
extols  his  common  man  upbringing 
and  concern  for  the  little  guy.  As  my 
personal  experience  and  your  article 
indicate,  Mr.  Pitt  more  often  sides 
with  a  management  that  can  afford  his 
billing  rate. 
-Eric  M.  Heiner 
Charlottesville,  Va. 

Missed  by  a  mile! 

Sir:  Re  "The  reluctant  entrepreneur" 
(Feb.  15).  You  missed  by  a  countr\' 
mile  when  you  said  Renishaw  probes 
make  machine  tools  accurate  to  with- 
in 0.005  inches.  The  real  number  is 
0.0005  inches,  and  for  many  opera- 


tions, David  McMurtry's  probes  he: 

control  machines  to  0.0001   inch 

and  better. 

-John  A.  Bosch 

Vice  President  &  General  Manajier 

Giddin£s  &  Lewis 

Dayton,  Ohio 

We  erred. -En. 


i 
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Quality  control 

Sir:  Re  "Good-bye  Dewey  decimals 
(Feb.  15).  No  librarian  wants  to  "coi 
trol  knowledge"  per  se,  but  librariaj 
do  care  about  the  quality'  of  inform; 
tion  delivered.  Networked  inform; 
tion  technolog)'  is  evolving,  and  mai 
new  services  are  experimental  and  u 
complete.  Still,  the  best  of  these  n 
scent  senices  were  designed  with  tl 
help  of  experts  in  organizing  inform^ 
tion — i.e.,  librarians. 
-Richard  Wiggins 
Gopher  Coordinator 
Michigan  State  University  Computi 

Laboratory 
East  Lansing,  Mich. 


Affirmative  action  | 

Sir:  "When  quotas  replace  merit,  c 
er\'body  suffers"  (Feb.  15)  is  a  supei 
or  contribution  to  public  understan 
ing  that  there  is  no  free  lunch.  [Bu 
while  statistical  group  comparisoi 
unquestionably  serxe  the  redistribi 
tive  agenda  by  dri\'ing  employers 
quotas,  I  cannot  agree  that  the  Amei 
cans  with  Disabilities  Act  "is  also 
quota  bill."  The  ada  simply  requi 
"reasonably  accommodating"  a 
abled  individual  and  docs  not  m 
date  affirmative  action  for  groups. 
-Evan  J.  Ke:mp  Jr. 
Chairman 
Equal  Employment  Opportunity 

Commission 
Washinjjton,  D.C. 


I 


n 


j  i;  Ever 


Sir:  We've  always  had  quotas,  it  use 
to  be  100%  white  males. 
-Patrick  McEi.roy 
Atlanta,  Ga. 

Sir:  To  avoid  funding  a  law  firr 
affirmative  action  program,  die! 
should  insist  upon  prior  approxal 
all  lawyers  assigned  to  their  accoui 
Alternatively,  businesses  may  pre 
to  employ  law  firms  which  arc  t(|j 


,\n 
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What's  better 
than  a 

long  distance 

service  that 

gives  your 

business 
money  back? 


Service  tliat  also  gives  you  ways 
to  make  your  job  easier. 

If  your  company  spends 
between  $2,000  and  $50,000 
a  month  in  long  distance,  it 
pays  to  consider  signing  up  for 
AIScT Megaconf  Plus  Service  now 
Your  company  would  get  a  one-time  credit  on  your  long 
distance  charges— up  to  $50,000.'  It's  our  way  of  welcom- 
ing you  into  the  AM'Megaconf  Family^  (If  you're  already 
a  Megacom  customer  you  can  still  get  big  money  back?) 

Even  more  important,  our  Megacom  Plus  Service 
can  help  you  simplify  your  job.  Whether  you  use  regular 
business  lines  or  dedicated  access,  all  your  locations  and 
all  your  calls  (domestic,  AT&T  Calling  Card,  international 
and  \}SkDirecf  calls)  are  combined  into  a  single  service. 
Also  making  it  simple  for  you  to  maximize  discounts. 

And  a  variety  of  billing  choices. 


choose  from  numerous  billing  for- 
mats, on  paper,  diskette  or  CD  ROM. 
Opt  for  the  Megacom  Plus  PC 
Billing  Package,  and  get  virtually 


'  Depending  on  the  length  of  Term  Plan  commiiment  Other  conditions  and  restrictions  may  apply 
'  Insullation  by  6/1^3,  credit  applied  after  flrst  complete  bill  month.  Penalties  will  apply  to  early  termination. 
'  Credit  applied  after  first  complete  bi  11  iDoath.  Penalties  will  apply  to  early  termination.  Term  Plan  agreement 
iniisi  be  signed  by  V30/93 


complete  control  overall  your  calling  information-to  help 
you  analyze  your  bill  and  manage  your  business  better. 

And  competitive  pricing. 

What's  more,  Megacom  Plus  Service  oikrs 
you  outstanding  value  for  the  money  To 
begin,  you'll  get  usage  volume  dis- 
counts that  save  you  more,  because 
they're  based  on  your  consol  idated 
billing  across  locations.  And  when  you  factor  in  Term  Plan 
savings  on  top  of  that,  you'll  see  that  AT&T  is  very 
price  competitive. 

Altogether  better  long  distance  service 

from  ihQAJ&r Megacom  Family 

ofServices. 

AT&T  offers  mid-sized  companies 
not  just  one  service,  but  an 
entire  family  AMT Megacom^ 
Service,  Megacom  Plus  Service 
and  Megacom'^  Optimum  Service. 

Every  member  of  the  Aim  Megacom  Family  is  backed 
by  dedicated  support  teams  and  offers  the  features,  flexibil- 
ity and  value  that  mid-sized  companies  want. 

Our  credit  offer  is  only  good  through  4/30/93,  so  there 
will  never  be  a  better  time  than  now  to  call  the  number  below 
for  more  information. 

There'll  never  be  a  better  time 

to  ask  about  our  long  distance  credit, 

worth  $2,500  to  $50,000.' 


Call  now: 

1800858-MEGA,Ext.l37 


AT&T 


©1993AT4T 


THINKOF ITAS  OVVIAR 
FORTHE  POWER  HUNGR1 


FORD  TAURUS 
I — I 


WITH  AUTOMATIC 
TRANSMISSION. 

If  you  crave 
power  with  more 
than  a  hint  of 
sophistication, 
may  we  suggest 
the  1993  Ford 
Taurus  SHO? 


With  the  new,  uniquely  engi- 
neered automatic  transmission! 
or  the  5-speed  manual,  the 
Taurus  SHO  promises  an  unfoi 
table  taste  of  the  road. 

Begin  with  the  sequential  fucj 
injected  24-valve  220  horsepo\^j 
V-6.  This  racing-type  engine  is 
ideally  balanced  by  the  4-whee 


rpendent  sport-tuned  suspen- 
I,  so  you'll  enjoy  exceptional 
ormance. 

id  since  even  the  most  adven- 
)us  palate  has  a  conservative 
ak,  the  Taurus  SHO  has  stan- 
j  anti-lock  brakes,  a  standard 
er's  air  bag  supplemental 
raint  system,  and  the  option 


of  a  right-front  passenger's  side  air 
bag.  Air  bags,  in  conjunction  with 
properly  worn  safety  belts,  are  one 
of  the  most  effective  restraint 
systems  available.  The  Ford 
Taurus  SHO.  A  perfect  way  to 
satisfy  your  appetite  for  power. 

Buckle  up— together  we  can  save  lives. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


^^roC 


I 
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SHARE  IN  ASIA'S 
DYNAMIC  GROWTH 


T.  Rowe  Price  New  Asia  Fund.  Some  of  the  world's  fastest-growing 
economies  are  found  in  Asia  and  the  Pacific  Basin,  in  newly  indust;rial-  *■ 
ized  countries  outside  Japan.  Fueled  by  low-cost  labor  and  increasing 
trade,  these  economies  are  growing  faster  than  those  of  the  U.S.  and 
Japan.  By  investing  in  a  diverse  mix  of  companies  located  in  this 
dynamic  region,  this  Fund  has  achieved  an  average  annual  total  return 
of  14.2%  since  the  Fund's  1990  inception.*  International  investing  has 
special  risks,  including  currency  fluctuations.  $2,500  minimum. 
No  sales  charges. 

Call  24  hours  for  a  free  report 
1-800-541-8475 


Invest  With  Confidence 

TRoweftice 


NAS017795 


*14.2%  and  11.2%  are  the  respective  since  inception  (9/28/90)  and  1-year  average  annual  returns 
for  tine  periods  ended  12/31/92.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Total  return  represents  past  performance,  which  cannot  guarantee  future 
performance.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase.  Request  a  prospectus  with  more  complete  information,  includ- 
ing management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD  21202. 


Comforting  news 
for  cautious  investors. 

If  you're  interested  in  a  sensible  investment  that  offers  a  competitive 
yield  without  high  risk,  you  can  take  comfort  in  Twentieth  Century 
U.S.  Governments.  This  no-load  fund  invests  only  in  high-quality, 
short-maturity  securities  of  the  U.S.  government  and  its  agencies, 
and  offers  yields  that  have  been  consistently  higher  than  money 
market  fund  returns  over  the  past  five  years.* 

For  more  complete  information  about  Twentieth  Century 
U.S.  Governments,  including  charges  and  expenses,  call  today 
for  your  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

1-800-345-2021 

There  will  be  some  fluctuation  in  the  share  price 
of  U.S.  Governments. 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


C  lOiO  l<milKll>  I .  iiloty  ^rvu.-..  In. 


small  to  be  of  interest  to  the  quota ; 
enforcement  agencies. 
-John  W.  Wall 
Scars  dale,  N.T. 

Sir:  Before  the  1960s,  /^a/ discrimi- 
nation against  nonwhites  was  prac- 
ticed in  most  of  America. 
-Kevin  B.  Martin 
Santa  Fe  Springs,  Calif. 

Sir:  If  Xerox  refijses  to  hire  or  pro- 
mote white  males  fairly,  why  don't  the 
white  males  of  this  countr\'  show  a 
little  solidarit)'  and  simply  refiise  to 
buy  Xerox  products.^ 
-Robert  Brovvn 
San  Luis  Obispo,  Calif. 

Sir:  Do  you  genuinely  believe  that 
people  will  lay  down  their  prejudices 
and  make  decisions  solely  on  merit.^ 

-JP  MiLILLI 

President 

United  Capital  Group 

Chicago,  III. 


Bank  mutual  funds 

Sir:  Re  "Blowing  it"  (Mar.  1).  Fund 

performance   compensates  investors 

for  load  charges.  And  there  are  strict 

prohibitions   against   banks   getting 

their  customers   to   comingle   their 

checking  accounts  and  mutual  fund 

investments. 

-J.AMES  M.  Shelton 

Executive  Director 

Bank  Securities  Association 

Corte  Madera,  Calif 

Investor's  choice 

Sir:  The  market's  logical  response  to 
different  investor  needs  is  to  create 
ditfcrent  pricing  structures  ("Fee 
madness,"  Feb.  15). 

More  choice  is  good. 
-John  E.  Peters 
Senior  Executive  Vice  President 
Kemper  Financial  Services,  Inc. 
Chica£io,  III. 

Outdated 

Sir:  Rc  "  Ihc  odd  couple"  (Mar.  l)\ 
Perhaps  you  should  be  reminded  thaj 
WWII  ended  48  years  ago  and  Cierl 
man-bashing  is  no  longer  the  in  thinj 
-Ronald  F.  Lnz 
Conway,  S.C. 

Forbes  ■  March  29,  IW 


CAVEAT:  This  is  only  effective  if  you  are  liquid,  over  age  60  and  worth  $1  million  or  more. 


UP 
TO 


19%  Guaranteed 
Yearly  Return* 

For  The  Rest  of  Your  Life 


MUNICIPAL  BONDS  HAVE  NO  RESPECT  FOR  AGE 

AAA  rated  Municipal  Bonds  pay  only  5%  whether  you  are  age  30  or  85. 

Certificates  of  Deposit  'Treasury  Bills  '  Savings  Accounts  etc. 

pay  less  than  5%  after  tax. 

WHY  SETTLE  FOR  5% ? 

*  You  can  receive  guaranteed  yields  up  to  19%  annually  based  on  your  age, 
sex,  life  expectancy,  income  taxes,  prinicipal  and  interest.  Your  return  is 
guaranteed  for  the  rest  of  your  life  from  an  immediate  annuity.  This  plan 
will  eliminate  your  principal.  It  can  be  replaced  at  your  death  with  a  life 
insurance  policy  purchased  with  a  portion  of  the  excess  return. 


GUARANTEED  YEARLY  RETURN  FOR  LIFE 


MALE -$100,000  ANNUITY 


FEMALE -$100,000  ANNUITY 


AGE    RETURN       GROSS  RATE        TAX 


60 
65 
70 
75 
80 
85 


9.2% 
10.2% 
11.6% 
13.4% 
16.1% 
19.9% 


$9,279 
$10,228 
$11,678 
$13,415 
$16,145 
$19,965 


$2,078 
$2,086 
$2,195 
$2,200 
$2,389 
$2,395 


NET 

$7,201 

$8,142 

$9,483 

$11,215 

$13,756 

$17,570 


AGE     RETURN       GROSS  RATE       TAX 


60 
65 
70 
75 
80 
85 


8.5% 
9.2% 
10.1% 
11.5% 
13.5% 
16.7% 


$8,589 
$9,280 
$10,173 
$11,553 
$13,529 
$16,749 


$1,752 
$1,707 
$1,546 
$1,386 
$1,244 
$1,005 


NET 

$6,837 

$7,573 

$8,627 

$10,167 

$12,285 

$15,744 


WARNING  -  This  plan  will  reduce  your  liquidity.  Your  principal  is  no  longer  available.  Principal  can  be  replaced 
on  a  tax-free  basis.  Taxes  calculated  above  based  on  a  40%  tax  bracket  and  life  expectancy. 


AVAILABLE  IN  AMOUNTS  FROM  $50,000  TO  $10,000,000. 

For  More  Information  Call  Barry  Kaye 

1-800-662-5433 

Wealth  Creation  Centers"* 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  AVENUE  OF  THE  STARS, 
SUITE  500  LOS  ANGELES.  CA  90067 

Figures  are  based  on  current  assumptions   ©1993  Wealth  Creation  Centers™ 


Available  in  Kxikstores. 
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Barry  Kaye, 

author  of 

Save  a  Fortune  on 

Your  Estate  Taxes 


SAVE  A 
FORTUNE 
ON  YOUR 
ESTATE 
TAXES 

BARRY  KAYE 


"Much  useful 
advice  from  a 
pro."-  Forbes 


i 


Doing  certain  things  with  your  eyes 


closed  can  be  quite  impressive.  Performing  a 


high  wire  act,  for  instance.  Business,  how- 


ever, is  an  entirely  different  matter.    •<- 


Truth  is,  we  are  simply  businei 
people  who  understand  that  the  shorte 
distance  between  two  points  is  a  straig 
line.  Opening  our  eyes  to  evolving  manag   • ' 


We  believe  that  a  financial  services      ment  techniques  and  the  latest  efficiencii 


company  can  only  spot  opportunities  with  its 
eyes  open.  Yet  to  our  surprise,  this  rather 
straightforward,  common-sense  way  of  think- 
ing has  led  many  to  consider  us  innovative. 


that  technology  offers  has  put  us  on  that  line 


Keeping  our  eyes  open  will  taj 


us  into  the  future.  If  some  call  that  bek 


visionary,  hey,  who  are  we  to  argue?        IF* 


FrT9. 
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C  o  n  s  e  c  ( 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


RESPONSIBLY  RESPONDING 

Senator  Phil  Gramm  (R-Tex.)  is  of- 
ering  an  amendment  that  is  a  first- 
ate  counter  to  the  Clinton  budget 
olan.  It  eliminates  the  President's  sug- 
gested new  taxes  without  any  increase 
n  the  deficit. 

Gramm  proposes  that  spending  caps 
sstablished  in  the  1990  budget  agree- 
ment be  made  mandatory,  saving  $48 
billion.    The    White    House    plan    as- 


TO  PRESIDENT'S  PROPOSAL 


sumes  that  these  restraints  no  longer 
apply.  The  senator's  proposal  would 
also  repeal  all  of  the  White  House's 
additional  spending  programs,  which 
come  to  $178  billion.  The  total  sav- 
ings would  be  $226  billion,  more  than 
enough  to  cover  the  revenue  allegedly 
lost  by  not  enacting  the  Administra- 
tion's new  levies  on  personal  income, 
energy  and  Social  Security  benefits. 


ALL-AMERICAN  TAX  CUTS 


Republicans  (and  pro-growth  Democrats)  should  in- 
troduce a  companion  piece  to  the  Gramm  amendment 
that  would  provide  an  irresistible  alternative  to  the 
Clinton  package:  a  reduction  in  both  the  Social  Security 
payroll  tax  and  the  capital  gains  levy. 

Constructively  adjusting  the  way  capital  gains  are  treat- 
ed would  generate  enormous  revenues  (the  optimum 
would  be  a  much  lower  rate  and  full  indexation  for 
inflation).  There  are  some  $7  trillion  worth  of  gains  in  old 
mvestments.  Realizing  a  fraction  of  that  total  would  give 
Uncle  Sam  tens  of  billions  of  dollars. 

These  moneys  would  provide  more  than  enough 
wherewithal  to  justify  whacking  away  at  the  15.3%  payroll 
tax  for  Social  Security.  In  the  past  Senate  Finance  Com- 


mittee Chairman  Pat  Moynihan  had  proposed  slashing 
this  levy.  Social  Security  is  currently  churning  out  a 
surplus  of  over  $50  billion  a  year. 

Payroll  taxes  are  notorious  job  killers.  A  cut  would 
create  more  work.  The  lower  capital  gains  exaction 
would  free  the  capital  for  new  businesses  to  generate 
jobs.  Remember,  when  that  tax  was  at  its  postwar  low 
between  1982  and  1986,  18.7  million  jobs  were  created, 
including  a  record  number  of  high-paying  ones;  14 
million  of  these  came  from  new  businesses. 

As  a  final  touch.  Republicans  should  advocate  abol- 
ishing the  penalty  that  working  Social  Security  recipi- 
ents between  ages  65  and  69  suffer  if  their  salaries 
exceed  $880  per  month. 


The  Census  Bureau  recently  gave  us 
number  of  people  living  in  the  U.S. 
rapidly  than  experts  forecast  just  five 
years  ago.  America's  population  will 
increase  this  decade  by  25  million 
people  instead  of  18  million.  By  the 
year  2050,  the  Bureau  projects,  the 
U.S.  population  will  be  over  380 
million  instead  of  a  shade  under 
,300  million.  That  80-plus  million 
change  exceeds  the  entire  popula- 
tion of  Germany. 

The  reasons  for  the  upward  pro- 
jections are  women's  greater  fertil- 
ity, more  immigrants  and  increased 
longevity.   Women   are   not   having 


Year 


Population 
(thousands) 


Per  capita 
disposable  income* 


WE'RE  GROWING 

good  news:  The  fewer  children;  they're  just  having  them  later  in  life, 
is  rising  more  Even  without  immigration,  the  U.S.  would  be  the  only 
^_^^_^^^^^^^^^^^^^^^_^      industrial    nation   where    births   are 

sufficient  to  replace  those  who  die. 
More  people  means  more  pros- 
perity in  a  free-market  democracy. 
We'll  need  more  houses,  cars,  com- 
puters, food,  clothes,  services,  etc. 
In  an  environment  of  freedom,  hu- 
man ingenuity  blossoms,  and  all  of 
us  benefit. 

Look  at  this  table.  There  are 
twice  as  many  people  living  here  as 
in  1930.  Yet  real  per  capita  income 
today  is  more  than  three  times 
what  it  was  then.  Contemplate  that 


1930 

123,188 

$  4,402 

1940 

132,122 

4,747 

1950 

151,684 

6,214 

1960 

180,760 

7,264 

1970 

205,089 

9,875 

1980 

227,715 

12,005 

1990 

249,961 

14,068 

*1987  constant  dollars. 

Source:  Bureau  of  Ecor]omic  Analysis,  Commerce  Dept. 
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for  a  moment:  The  average  American  worker  earns, 
e\'en  after  you  adjust  for  inflation,  almost  four  times 
the  income  he  or  she  did  less  than  a  lifetime  ago. 

There  is  a  geopolitical  factor  as  well.  China  is 
beginning  to  get  its  economic  act  together.  Whether  it 
evolves  into  a  peace-loving  democracy  is  very  much 
open  to  question.  In  fact,  a  number  of  military  experts 
fear  Beijing  may  become  our  adversary.  A  would-be 


aggressor  would  be  less  tempted  to  meddle  with  a 
U.S.  that  has  a  vibrant,  growing  population  than  with 
one  whose  numbers  are  declining  and  whose  people 
are  aging  quickly. 

Progress,  of  course,  does  not  come  without  price 
There  will  be  strains  as  our  numbers  grow.  But  our 
history  clearly  demonstrates  that  an  expanding  popula- 
tion is  more  a  boon  than  a  bane. 


I 


THE  MEXICAN  STOCK  MARKET 


has  turned  from  hotbox  to  icebox.  Shares  have  fallen  15% 
over  the  past  12  months,  after  almost  tripling  in  the 
previous  two  years. 

The  prime  factor  turning  the  Mexican  Bolsa  from 
princess  to  charwoman  is  the  uncertain  fate  of  the 
North  American  Free  Trade  Agreement.  The  Adminis- 
tration's vibes  concerning  NAFTA  are  negative.  Egged 
on  by  Congress'  leading  protectionist,  for  example. 
Trade  Representative  Mickey  Kantor  verbally  pistol- 
whipped  Mexico's  commerce  secretary  during  his  recent 
visit  to  the  U.S. 

U.S.  failure  to  ratify  would  humiliate  President  Salinas, 
cutting  the  ground  from  under  him  and  his  reformers. 
The  U.S.  would  also  be  a  big  loser.  Our  exports  to 


Mexico  in  recent  years  have  tripled,  creating  thousands  of 
high-paying  jobs. 

While  the  fate  of  NAFTA  hangs  in  the  balance,  the 
Salinas  government  should  make  ftirther  free-enterprise 
reforms.  That  way  the  economy  would  be  stronger  and 
more  able  to  withstand  any  setback.  Principally,  Mexico 
should  lower  taxes  on  its  middle  class,  now  taxed  at  32% 
on  around  $6,000  annual  income.  It  should  also  allow 
gains  from  sales  of  businesses  to  be  treated  as  capital  gains 
for  tax  purposes  instead  of  as  ordinary  income.  The 
financial  markets  would  quickly  recognize  that  these 
changes  would  make  for  a  more  vibrant  economy. 

Mexico  needs  such  a  nudge;  its  economy  advanced  very 
little  last  year. 


TAX  WRITERS  WATCHING  TOO  MUCH  TV 


The  Clinton  recovery  package  disallows  the  tax  de- 
ductibility of  executive  salaries  in  excess  of  $1  million,  a 
cap  with  surefire  populist  appeal.  Yet  such  a  restriction 
won't  apply  to  entertainers  or  athletes  whose  compen- 


sation exceeds  $1  million. 

Kathleen  Turner  may  be   more  cur\'aceous  than 
corporate  CEO,  but  does  that  justify  tax  discriminatior 
against  business  executives? 


IGNORANCE  IS  COSTLY 


Air  TRAVELERS  may  no  longer  be  able 
to  receive  information  about  upcom- 
ing changes  in  plane  fares  from  their 
travel  agents,  thanks  to  a  particularly 
silly  Justice  Department  lawsuit. 

Would  you  believe  that  federal 
trustbusters  are  accusing  our  loss- 
laden  airlines  of  illicitly  raising  fares 
by  letting  travel  agents  know  of  fu- 
ture price  changes  via  computer.'* 
This  "electronic  dialog"  supposedly 
signals  other  carriers  to  boost  their 
prices  as  well.  Some  conspiracy!  Last 


Why  is  informing  the  consumer  unlawful? 


s  year  more  people  than  ever  before 
1  traveled  at  lower  prices,  yet  the  in 
dustry  lost  $2  billion. 

The  predictable  result  is  that  by 
forcing  airlines  to  restrict  informa- 
tion about  fares,  consumers  will 
know  less.  They  will,  naturally,  take 
their  anger  out  on  the  carriers  and; 
travel  agents  insteaci  of  the  Justice 
Department,  if  they  buy,  say,  tickets 
one  day  that  they  could  have  had  at 
a  lower  price  if  they  had  waited 
until  the  next  day. 


The  Disuniting  of  America 

Jr.  (W.W.  Norton  &  Co.,  $14.95).  Demolishes  the 
arguments  and  pretensions  of  those  who  want  to  create  on 
our  shores  the  racial  and  ethnic  divisions  that  are 
currently  wracking  portions  of  Europe,  Africa 
and  Asia.  These  "ethnocentric"  advocates  have 
already  impacted  the  curricula  of  many  of  our 
public  schools,  grossly  distorting  history.  The 
author  ably  recognizes  the  differences  between 
cultural  pluralism  and  ethnocentrism.  The  ge- 
nius of  American  civilization  is  its  ideal  of 
equality.  Democracy  and  civic  participation 
have  successfLilly  given  millions  of  people  from 
varied  backgrounds  a  sense  of  being  American. 
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INCREDIBLY  DIVERSE  MELTING  POT 

by  Arthur  M.  Schlesinger     Schlesinger  also  hits  upon  an  overlooked  phenomenon: 


TJw 


DISUNITINO 
OFAMERKA 

B/jImions  on  a  Mubindiurul  Stxifty 


the  extraordinary  dynamism  of  American  culture  itself 
Excerpt:  Historically  and  culturally  this  republic  has  an 
Anjflo-Saxon  base;  but  from  the  start  the  base 
has  been  modified,  enriched  and  reconstituted 
by  transfitsions  from  other  continents  and 
civilizations. 

Excerpt:  Let  us  learn' about  those  other  conti- 
nents and  civilizations.  But  let  us  master  our 
own  history  first.  Lamentable  as  some  may  think 
it,  we  inherit  an  American  experience,  as  Amer- 
ica inherits  a  European  experience.  To  deny  the 
essentially  European  origins  of  American  cul- 
ture is  to  falsify  history.  IB 
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"Who's  going 

to  make  sure 

tne  trees 

will  te  nere 

tomorrow?" 

"Not  an  easy  question. 

But  tnat  s  wnat  my  son 

askea  tne  otner  day 

He's  tninRing  about  it. 

Just  like  everyDoay. 

He  wants  to  know  ir  tne 

trees  will  still  he 

around  when  ne  grows 

up.  Well,  working  ror 

Georgia-Rciric  like  I  do, 

I  can  tell  nim  we're 

doing  our  part.  Planting 

new  trees  ny  tne 

millions.  Setting  aside 

land.  Making  sure 

tne  forests  will  always  be 

nere.  For  everybody. 

Or  course,  I  can't  speak 

lor  otner  companies 

out  tnere.  But  I 

know  we 're  doing 

what's  rignt." 

Steve  Delrs 
Forester 

Georgia-fteific     ^ 


i 
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We  Can  Destroy  BrainTumors 
:!SameWay  We  Destroy  Space  Invaders. 


Introducing  the  Video  Tumor  Fighter.  Perhaps  the  most 
mising  answer  yet  for  patients  with  deep-seated,  often 
perable  brain  tumors.  And  the  latest  flash  in  the  biotech 
ilosion  that's  going  on  in  Virginia. 

Although  the  Video  Tumor  Fighter  looks  like  a  video  game, 
very  serious  medicine.  A  neurosurgeon  inserts  a  small  pellet 
)  a  patient's  skull.  Then  with  brain  scans  on  the  screen  and 
stick  in  hand,  the  surgeon  guides  the  pellet  through  the 
icate  folds  of  the  brain  to  the  tumor.  There,  the  pellet  is  heated 
h  radiation  and  moved  around  inside  the  tumor,  killing  the 
tased  cells  and  leaving  the  healthy  cells  healthy. 

Still  in  the  experimental  stages,  the  Video  Tumor  Fighter 

invented  by  neurosurgeons  and  physicists  at  the  University 
/irginia.  And  is  a  product  of  several  forces  that  have  propelled 
ginia  to  the  biotechnology  front. 

Virginia  is  home  to  three  academic  medical  centers: 
item  Virginia  Medical  School,  the  Medical  College  of 
ginia  and  the  University  of  Virginia.  Over  $132.7 
Uion  in  medical  research  is  conducted  at  these 
titutions  each  year. 

Virginia  is  located  in  the  biotech  corridor  of  the  United 
tes,  which  runs  from  Boston  to  North  Carolina.  Three 
technology  centers  have  been  established  in  Norfolk, 


Charlottesville  and  Richmond.  The  National  Institutes  of  Health, 
the  Food  and  Drug  Administration  and  the  Environmental 
Protection  Agency  -  the  powers  that  be  in  biotechnology  -  are  all 
right  next  door  in  Washington,  DC. 

Not  surprisingly,  Virginia  has  the  highest  concentration 
of  doctoral  scientists  and  Ph.D's  in  the  South  -  a  braintrust 
20,000  strong. 

Virginia  has  something  else  the  constantly  changing  biotech 
industry  needs:  financial  stability.  According  to  Financial  World 
magazine,  Virginia,  under  Governor  L.  Douglas  Wilder,  is  the 
best  fiscally  managed  state  in  the  nation.  Corporate  income 
taxes  have  increased  only  once  in  40  years.  The  state's  bond 
rating  remains  a  constant  AAA. 

Which  makes  Virginia  the  best  place  for  any  kind  of 
operation.  Including  yours. 

For  more  information,  just  clip  the  coupon  or  call.  We'll 
zap  it  right  to  you. 


i 
Name 

Title 


n 


Company . 
Address 


City 


State 


Zip. 


1'804'371'8202 


April  Young,  Director,  Virginia  Department  of  Economic  Development,  P.O.  Box  798, 
I  Richmond,  VA  23206-0798.  fb-s     | 
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Other  Comments 


Achoo! 

President  Clinton  appears  to  be  re- 
verting to  his  part}''s  traditional  tax  'n' 
spend  diet — an  impression  which  is 
further  underlined  by  his  quasi-pop- 
ulistic  resolve  to  tax  the  rich. 

One  of  the  oldest  adages  of  inter- 
national economics  is  that  when 
America  catches  a  cold,  the  rest  of  the 
world  catches  'flu.  It  would  be  a  pity 
if  Clinton  jeopardised  the  present  re- 
covery because  of  excessive  suscepti- 
bility to  domestic  pressures. 
-The  (London)  Daily  Telegraph 

Let  Freedom  Waves  Wave 

I  HAVE  NEVER  workcd  for  Radio  Free 
Europe  or  Radio  Liberty,  and  for  that 
reason  can  be  considered  an  objective 
observer  of  their  activity.  I  regret  that 
both  stations  may  be  closed,  failing 
victim  to  Government  budget  cuts. 

Disarmament,  even  dictated  by 
budget  considerations,  should  not  go 
beyond  reasonable  limits.  Compared 
with  expenditures  for  heavy  weapons, 
the  costs  of  maintaining  broadcast 
stations  are  minimal:  They  are,  in- 
deed, a  drop  in  the  sea.  And  yet  it  is 
obvious  that  those  broadcasts  are  a 
weapon,  a  defensive  weapon,  for  in 
the  present  period  of  turmoil  every 
word  of  correct  information  deflects 
tribal,  racial  and  political  hatreds. 


Radio  Free  Europe  and  Radio  Lib- 
erty have  gathered  experience  that 
should  not  be  squandered.  To  de- 
prive ourselves  of  such  a  weapon  at 
the  moment  when  the  situation  in 
the  Balkans  alone  threatens  a  major 
war  would  mean  to  fall  victim  to  a 
dangerous  provincialism,  and  would 
justify  a  question  about  the  sensitivity 
of  the  President  to  urgent  tasks  of 
foreign  policy. 
-CzESLAW  MiLOSZ,  winner  of  the 

1980  Nobel  Prize  for  Literature, 

New  York  Times 


*  *  * 


Why  continue  the  radios,  some  ask, 
if  they  overlap  with  the  Voice  of 
America.^  There  is  no  overlap.  The 
task  of  VOA  is,  to  put  it  inelegandy, 
to  "sell  America."  The  assignment 
of  the  Munich  radios  is  to  act  as  a 
surrogate  source  of  information  in 
countries  where  the  media  are  not 
yet  free — or  where  their  freedom  is 
threatened.  VOA  has  many  merits, 
but  its  direct  political  impact  in  Rus- 
sia and  Eastern  Europe  is  almost  nil, 
whereas  that  of  the  Munich  radios  is 
immense. 

Today  Eastern  Europe  and  Russia 
face  a  critical  period  that  may  decide 
their  fates  and  that  of  the  world  for 
years  to  come.  To  a  certain  extent 
America  can  influence  the  current 


*=^ 


struggle,  but  time  is  running  out  fast. 
-Walter  Laqueur, 
Wall  Street  Journal 


If  there  is  only  a  one  percent 
chance  of  success  in  a  project,  a 
true  businessperson  sees  that 
one  percent  as  the  spark  to 
light  a  fire. 

-Every  Street  Is  Paved  with  Gold, 
by  Kim  Woo-Choong, 
founder  and  chairman,  Daewoo 

Good  News  foi*  Truants 

Each  year  some  650,000  entrepre- 
neurs start  businesses.  And  each  year 
about  60,000  of  them  fail.  Maybe 
fewer  would  if  they  pre -tested  their 
"entrepreneurial  quotient"  with 
What's  Tour  E.Q.?,  a  tongue-in- 
cheek  guide  published  by  Northwest- 
ern Mutual  Life.  It  advises  that  if  you 
were  a  stubborn  child,  didn't  do  well  in 
school  and  were  easily  bored,  you 
should  start  writing  your  business 
plan.  But  if  you  hate  to  borrow  money, 
worry  about  other  people's  opinions 
and  like  to  get  a  fijll  eight  hours'  sleep, 
it  suggests  you  keep  your  day  job. 
-Catherine  Fredman, 
Workin£[  Woman 


U 


"It's  a  reproduction  of  Winston  Churchill's  writing  desk. 
All  he  does  is  look  at  it  and  smoke!" 


Geopolidcally  Incorrect 

From  the  Norfolk  (Va.)   Vir^iinian 
Pilot.  Correction: 

The  map  of  Europe,  Northern  Af- 
rica and  the  Arab  nations  published] 
in  Monday's  editions  contained  thca*' 
following  errors:  Libya  was  labeled  as 
the  Ukraine;  Bulgaria  and  Romania 
were  transposed;  Bosnia-Herzego\i 
na  was  identified  as  Bosnia;  Monte 
negro  should  have  been  identified  as 
a  separate  state  bordering  Serbia;  Cy 
prus  and  the  West  Bank  were  not 
labeled;  Andorra,  a  country  between 
France  and  Spain,  was  nt)t  labeled; 
the    Crimean     Peninsula    appeared 
twice  on  the  Black  Sea;  Kuwait  was 
not  identified  by  name,  instead  the 
initials  of  the  Knight  llidder  Newsi 
Service  were  in  its  place. 
-The  Neiv  Yorker 
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THIS  IS  THE  LATEST  THING  IN  MICROPROCESSORS. 
IN  12  MONTHS  IT  WILL  BE  OBSOLETE. 


THIS  IS  A  BRICK.  IN  12  MONTHS  IT  WILL  STILL  BE 
THE  LATEST  THING  IN  BRICKS. 


At  Hanson,  we  prefer  to  o\vn  things  a  little  more  solid 
than  the  latest  trend  in  solid  state.  Like  a  brick  company,  for 
example.  Starting  with  our  first  brick  company  over  20  years 
ago,  we  have  become  the  largest  producer  of  bricks  in  the 
United  Kingdom. 

Today,  we're  also  the  largest  integrated  supplier  of  build- 
ing materials  and  construction  services  in  the  United  States. 
Which  attests  to  our  belief  in  basic  industries  like  timber, 
coal,  sand  cind  gravel. 

But  we  also  own  an  impressive  array  of  businesses  with 
recognized  household  names  like  Jacuzzi,  Tommy  Armour 
golf  equipment,  and  Farberware. 

Of  course  we  prefer  to  impress  our  shareholders  with 
something  far  more  significant  than  household  names  —  our 


track  record.  Which  is  considered  one  of  the  most  enviable  in 
modern  financial  history. 

For  example,  over  the  last  29  years  our  earnings  per 
share  have  grown  at  an  annualized  rate  of  19%.  While  our 
gross  dividend  yield  at  year-end  1992  was  6.3''o. 

And  since  being  listed  on  the  New  York  Stock  Ejcchange 
in  1986,  Scdes  have  soared  to  $15  billion,  and  net  income  has 
nearly  tripled. 

There  is,  of  course,  a  reason  for  our  success:  a  management 
philosophy  steeped  in  common  sense.  Which  is  why  so  many  of 
our  businesses  provide  basic  goods  and  essential  services. 

The  kinds  of  businesses  that  not  only  build  homes  and 
highways,  but  our  shareholders'  future  as  well. 

For  a  copy  of  Hanson's  Annual  Report,  call  1 -800-8-HANSON. 


HANSON 


AGGREGATES       CHEMIC.\LS    ■    COAL       CONSTRUCTION    &    BUILDING    PRODUCTS       FOREST   PRODUCTS       TOBACCO 
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LUXURY  IS  HARD  TO  DEFINE 
BUT  YOU'LL  KNOW  IT  WHEN  YOU  SEE  IT 


m^mi. 
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I^     ^                   --*^ 

Whether  it's  by  virtue  of  elegance,  refinement,  com-      clearly  is  the  case  with  the  1993  Acura  Legend  Sedan  LS.        p^^  ^ 

fort  or  spaciousness,  there  just  are  certain  things,  that  upon  Burled  walnut  trim  and  finely  stitched  leather  adoAj, 

first  glance,  you  instantly  recognize  as  being  luxurious.  Such       the  Legend  cabin.  While  the  Automatic  Climate  Control,  ■    ^^ 

\ 

Ql^i  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura  and  Legend  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd.  Base*  is  a  registered  trademark  of  Bose  Corporation.  Covered  hu  pmi 


yanced  Acura/Bose®  Music  System  and  special  sound  insu-      textbook  illustration  of  a  luxury  automobile.  By  literally  any- 

ion  make  it  an  environment  that  is  both  peaceful  and  quiet.         one's  definition  of  the  word.  Call  1-800-TO-ACURA  for  more 

Which  is  why  the  Acura  Legend  Sedan  stands  as  a       information  or  the  nearest  dealer.     vO^  precision  crafted  performance 


hts  issued  and/or  pending.  Make  an  intelligent  decision.  Buckle  up. 


8«f»*-222-TOEE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the^ 
luxuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  diat  will  bring  you  back  again^ 
and  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
bearable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 
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Whenyour  traveb  takeyou  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 
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on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Publisher 


A  FEW  SPECIFIC  OBJECTIONS  TO  THE  PRESIDENT'S  ECONOMIC  PLAN 


Criticism  of  President  Clinton's  economic  plan  is  being 
equated  in  some  quarters  with  lack  of  patriotism;  there- 
fore, any  critical  analyst  must  tread  carefully.  Unless 
Congress  makes  drastic  changes,  the  President's  propos- 
als cannot  succeed  in  either  cutting  the  deficit  substantial- 
ly or  strengthening  the  economy. 

"What  would  the  critics  do.>"  asks  the  President.  Here 
is  one  specific:  The  Office  of  Management  &  Budget 
estimates  that  if  we  make  no  changes  at  all  in  this  year's 
xpenditures,  current  programs  will  require  us  to  spend 
$48  billion  more  next  fiscal  year.  And  if  we  make  no 
change  at  all  in  our  current  tax  system,  OMB  says  our 
revenues  will  increase  by  $82  billion.  So  why  not  freeze  all 
programs  in  place,  not  spending  the  $48  billion,  and  use 
the  increased  revenue  to  reduce  the  deficit.'' 

The  President's  proposed  spending  increases  start  with 
$16  billion  for  short-term  stimulus  to  an  economy  that  in 
the  fourth  quarter  of  1992  posted  the  largest  gain  in  four 
years.  Factory  output  also  reached  a  new  peak  this  Janu- 
ary, and  in  February  new  claims  for  unemployment  bene- 
fits dropped. 

The  $  16  billion  is  supposed  to  create  370,000  new  jobs, 
rising  to  500,000  ftill-time  jobs  by  1994.  ft  is  difficult  to 
see  how  this  can  happen  when  58,000  of  those  jobs  are  to 
come  from  highway  construction — much  of  which  will 
take  place  anyway — and  188,000  from  the  summer  jobs 
program,  which,  by  definition,  is  not  permanent. 

More  unneeded  short-term  stimulus  would  come  from 
an  investment  tax  credit  that  gives  up  over  $12  billion  in 
revenue.  Any  real  new  corporate  investment  it  might 
induce  won't  reach  the  economy  for  at  least  another  two 
years — ^when  yve  will  need  it  even  less  than  we  do  now. 

Clinton's  $160  billion  long-term  "investment  plan" 
proposes  new  spending  on  familiar  Democratic  pro- 
grams, such  as  public  works,  job  training,  "improving 
education,"  etc.  A  few  examples: 

■  $165  million  in  additional  Small  Business  Adminis- 
tration loans,  although  OMB  now  estimates  that  $4 
billion  of  its  current  loans  will  be  defaulted. 

■  $345  million  for  highway  sensors  designed  to  help 
motorists  avoid  traffic  jams. 

■  $646  million  more  for  high-speed  rail  systems. 

■  $246  million  for  a  tree  planting  initiative. 

■  $69  million  to  be  spent  on  EPA's  "grc^n"  programs. 
The  President  has  asked  those  wanting  deeper  spending 


cuts  to  be  specific.  Certainly  one  of  the  ways  to  start  would 
be  to  spend  neither  xht  $16  billion  for  the  short-term  nor 
the  $160  billion  for  the  long-term  investment  plan. 

Increasing  the  revenue  from  Social  Security  and  Medi- 
care by  lifting  present  ceilings  on  income  subject  to  those 
taxes  and  imposing  price  controls  does  not  reduce  the 
scope  or  size  of  those  programs — or  their  potential  for 
continued  growth.  All  it  does  is  require  more  money  from 
taxpayers.  About  $65  billion  of  the  Clinton  plan's  estimat- 
ed "cuts"  are  based  on  "streamlining"  and  "better  man- 
agement" of  government,  which  have  proved  chimerical 
at  best  in  the  past.  The  President  could  make  cuts  and 
realize  actual  savings  by  such  means  as  raising  the  age  for 
Social  Security  eligibility,  by  delaying  planned  automatic 
increases  in  benefits  and  by  eliminating  or  reducing  the 
scope  of  many  programs  beyond  the  11  that  he  identified 
as  those  that  "don't  work  or  are  no  longer  needed." 

Federal  spending  could  also  be  reduced  by  passing  the 
line-item  veto  and  the  balanced  budget  amendment. 

The  Real  Cut  Is  the  Least  Wise 

Sadly,  the  only  real  major  reduction  in  Clinton's  eco- 
nomic package  is  in  defense.  The  President  seeks  to  trim 
nearly  $88  billion  from  defense  over  the  next  four  years. 
As  Martin  Feldstein,  former  chairman  of  the  Council  of 
Economic  Advisers,  points  out,  this  would  reduce  de- 
fense outlays  in  1997  to  25%  below  the  amount  needed 
just  to  maintain  today's  forces.  If  in  1996  we  had  to 
commit  to  anything  resembling  the  Gulf  War,  we  simply 
could  not  do  it  with  what  is  left  us  under  this  plan.  These 
cuts  also  require  that  some  400,000  people  from  our 
volunteer  force  be  eliminated.  This  will  not  "grow  the 
economy." 

Nor  will  the  proposed  tax  increase  requiring  55%  of 
families  to  pay  more  overall  taxes  strengthen  the  economy. 
The  economy  responds  far  more  quickly  and  beneficially  to 
tax  cuts.  Tax  increases  beget  changes  in  taxpayer  behavior, 
which  usually  involves  a  successful  search  for  anything  that 
avoids  an  increase  in  one's  adjusted  gross  income. 

And  don't  forget  the  additional  $70  billion  to  $100 
billion,  or  whatever,  that  will  be  required  when  the  Task 
Force  on  National  Health  Care  Reform  reports  in.  Ru- 
mor has  it  that  this  is  all  to  be  financed  by  increased  "sin" 
taxes.  Sin  on  a  scale  never  yet  practiced  even  in  this  secular 
nation  would  be  required  to  finance  health  care.  WM 
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^*I  don^t  think  Fll  ever  want  to  slow  down/' 


Jean -Claude  Killy 


In  1968,  Jean- Claude  EdUy  brought 
home  three  Olympic  gold  medals.  In 
1992,  he  brought  home  the  Olympic 
games  themselves. 

A  successful  businessman,  as  well 
as  one  of  France's  best-known  sports 
figures,  Killy  was  chosen  to  spearhead 
the  drive  that  brought  the  Winter 
Olympiad  to  his  beloved  Savoie. 

"The  training  that  I  went  through  to 
become  a  ski  racer  proved  invaluable  to 
me  when  I  entered  the  business  world, 
and  the  same  proved  true  in  organizing 
the  Winter  Games,"  Killy  says.  "As  an 
athlete  I  learned  the  value  of  hours 
of  planning  and  being  able  to  juggle 
several  projects  at  once." 

Today,  Killy  faces  the 
hurdles  of  business  with  the 


same  confidence  he  had  on  the  ski 
slopes.  "Being  an  entrepreneur  isn't 
easy,"  he  notes,  "but  I  could  never  see 
myself  doing  anything  else.  I  love  the 
excitement,  the  idea  that  there's  a 
different  challenge  waiting  every  day. 

"In  life,  as  in  skiing,  timing  is 
everything,"  Killy  says.  Which  is  why 
both  on  the  slopes  and  off  Killy 
wears  a  timepiece  he 
can  rely  on:  his  Rolex  uj^ 

Oyster  timepiece. 


ROLEX 


Rolex  Oysterquartz  Day  Date  Chranomctcr  w  IHkt  noUl  with  matchwn  /'rcsuicnl  hraivlii 
Write  for  brochure.  Rolex  Watch  U.S.A..  /nc,  Dept  860  .  Rolex  IUiildw)>.  665  i'lfth  Avenue.  New  Yorh.  NY  10022  5.1H.i 

/<()/t'X,#,  Oysterquartz.  Day  Dale  and  I'rcsideiit  are  Irademarks 
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EDITED  BY  HOWARD  BANKS 


Clinton's  pro-labor  agenda  emerges 


The  U.S.'  extraordinary  period  of  labor  peace 
continued  in  1992.  Strikes  were  at  their  lowest 
level  in  45  years,  with  just  35  big  ones  (involv- 
ing more  than  1,000  workers),  including  12  in 
manufacturing,  and  5  each  in  construction, 
services  and  local  government.  Some  4  million 
days  were  lost  at  these  larger  companies;  that's 
less  than  0.05%  of  the  workdays  available. 

A  flood  of  new  law  is  coming 

IT'S  AN  UGLY  THOUGHT,  but  could  that  won- 
derful period  of  peace  be  about  to  end.''  The 
Clinton  Administration  is  determined  to  tilt 
the  table  in  the  direction  of  the  labor  unions. 
Leading  the  charge  is  Labor  Secretary  Robert 
B.  Reich,  who  has  lengthy  labor  connections  (he 
was  one  of  six  founders  of  the  union-fiinded 
Economic  Policy  Institute)  and  is  closer  to  his 
President  than  any  labor  secretary  in  history.  A 
Washington  joke  says  he  has  two  things  going 
for  him — both  of  Bill  Clinton's  ears. 

One  driving  force  seems  to  be  to  prevent 
the  continued  decline  in  union  membership. 
Membership  is  down  to  16.4  million,  from 
17.7  million  in  1983.  The  losses  have  all  come  in 
private  industry,  where  just  11.5%  of  employ- 
ees are  now  unionized  (against  17%  in  1983); 
over  the  past  decade  unions  have  held  on  to 
37%  of  federal,  state  and  local  government  jobs. 

Here's  a  sampling  of  the  pro-union  moves: 

■  President  Clinton  has  signed  two  executive 
orders  to  help  organized  labor.  One  reverses  a 
Bush  order  requiring  that  government  con- 
tractors tell  employees  that  they  may  refiase  to 
pay  the  part  of  their  union  dues  used  for  politi- 
cal purposes.  The  other  permits  government 
contractors  to  restrict  subcontracting  to 
unionized  companies. 

■  Clinton  wasted  no  time  signing  the  family 
leave  bill  into  law. 

■  He  will  sign  the  striker  replacement  law  the 


The  Midwest  saw  several  of  the  big  strikes, 
including  those  at  Caterpillar,  gm  and  the  De- 
troit Board  of  Education,  which  was  struck  by 
the  American  Federation  of  Teachers.  The  larg- 
est single  strike  involved  the  International  As- 
sociation of  Machinists  and  the  nation's  rail 
freight  carriers;  Congress  ordered  the  union 
back  to  work  on  the  strike's  second  day. 


moment  it  hits  his  desk.  Representative  William 
L.  Clay  (D-Mo.)  has  been  frank  that  his  bill 
banning  striker  replacements  would  lead  to 
more  strikes.  And,  to  judge  from  Caterpillar's 
experience  with  a  bitter  five-month  strike  last 
year  by  the  well-heeled  United  Auto  Workers, 
they  would  be  strikes  the  unions  could  win.  If 
Caterpillar,  one  of  the  country's  top  export- 
ers, had  not  been  able  to  use  replacement  work- 
ers, it  is  quite  possible  that  it  would  either  have 
had  to  give  in  or  still  be  on  strike. 

■  Secretary  Reich  is  promising  that  the  federal 
government  will  reinstate  air  traffic  controllers 
sacked  by  President  Reagan  in  1981  for  break- 
ing federal  employment  law  by  going  on  strike. 

■  Siding  with  the  AFL-CIO,  Hillary  Clinton  says 
that  paying  for  health  care  will  not  include  tax- 
ing the  value  of  employees'  benefits,  since  that 
would  interfere  with  unions'  bargaining  efforts. 

■  Secretary  Reich  may  support  a  severely 
toughened  occupational  safety  law.  The  pro- 
posed new  OSHA  law  in  effect  brands  offending 
employers  as  criminals,  puts  unions  in  charge  of 
selecting  workplace  safety  committees  and,  in 
certain  circumstances,  allows  a  single  worker  to 
stop  an  operation  if  he  or  she  feels  it  to  be 
unsafe. 

■  A  10%  increase  in  the  minimum  wage  is  in 
the  works,  if  Secretary  Reich  gets  his  way,  even 
though  this  will  reduce  the  number  of  entry- 
level  jobs. 


The  cost  will  damage  competitiveness 


An  early  indication  of  just  how  far  this  pro- 
cess might  go  will  be  the  upcoming  renegotia- 
tion with  Mexico  of  the  North  America  Free 
Trade  Agreement.  Companies  that  close  fac- 
tories in  the  U.S.  and  transfer  the  work  abroad 
may  possibly  lose  some  tax  breaks. 

Even  so,  just  how  fast  can  the  Clintonites  go 
with  their  pro-labor  agenda.>  Their  priority,  ob- 
viously, is  the  economic  package.  Reich  will 
create  a  commission  to  examine  labor  law  that  is 
a  clearly  intended  time-filler.  He  has  also  gi\'cn 
a  key  job  (chief  congressional  liaison)  to  Geri 
Palast  of  the  afl-cio. 


A  question  to  ponder:  Will  all  the.e  pro- 
union  moves  undercut  that  centerpiece  of  the 
Clinton  program — creating  jobs.''  Small  busi- 
nesses, the  main  job  creators  in  the  past  decade, 
will  be  the  hardest  hit  by  the  burdens  imposed 
by  such  laws  as  the  osHA  reform. 

The  economy  as  a  whole  will  bear  a  hea\^ 
cost.  OSHA  reform  alone  will  cost  at  least  $51 
billion,  according  to  the  employer-flmded 
Employment  Policy  Foundation.  Ha\'e  the 
Clintons  figured  out  what  the  new  regulations 
will  do  to  American  labor  costs  and  export  com- 
petitiveness? Probably  not.  ■■ 
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BY  ROBERT  ROSENSTEIN 


The  Forbes  Index  (i967=ioo) 
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The  index  of  leading  indicators — based  on  1 1  items  such 
as  building  permit  applications,  stock  prices  and  a  consum- 
er survey — rose  only  0.1%  from  December  to  January'. 
Other  signs  of  a  soft  economy:  Through  the  first  two 
months  of  this  year,  auto  sales  were  down  1.3%,  and  new 
orders  for  durable  goods  declined  2.2%  in  Januar)'.  But 
David  Cohen,  an  economist  at  mms  International,  a 
financial  information  service  firm  based  in  San  Francisco, 
says  that  the  numbers  indicate  not  so  much  a  weakening 
economy  as  unusually  strong  December  results. 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  mventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unad|usted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  ad|usted  (Dept  of  Commerce) 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  ($biiiions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Behind  this  smart  new  look 
is  an  intelligent  idea. 


There's  more  to  this  newly  designed  Optima^*^  Card 
than  meets  the  eye.  Because  it's  been  redesigned  in 
an  even  more  substantial  way — to  recognize  your 
individual  financial  responsibility. 

Low  Interest  Rates  You  Control 

As  an  Optima  Cardmember,  the  rate  you  receive  is 
a  reflection  of  the  way  you  manage  your  account. 
Compare  this  to  many  major  credit  card  issuers,  who 
charge  you  the  same  high  interest  rates  they  charge 
everyone. 

With  the  Optima  Card,  you  receive  one  of  the  lowest 
rates  available  from  any  major  card  issuer,  currently 


14.25%  for  purchases*  simply  by  paying  your  bills  in 
a  timely  manner. 

And  you  can  automatically  receive  an  even  lower 
rate,  currently  12%  for  purchases,*  for  managing  all 
your  accounts  impeccably  and  for  spending  $1,000  or 
more  with  the  Optima  Card  in  a  year. 

American  Express  Service 

You  also  have  something  no  other  credit  card  can 
give  you:  unsurpassed  American  Express®  personal 
service. 

More  than  ever,  the  smart-looking  Optima  Card  is 
the  smart  credit  card  to  choose. 


*Connpetitive  data  according  to  RAM  Research's  Bankcard  Update,  Jani'^ry,  1993  Optima  Cardmembers  in  good  standing  receive  an  Annual  Percentage  Rate  for  purchases  that's 
currently  14  25%  (16,90%  for  cash  advances)  Cardmembers  in  good  stanu.ng  over  a  12-month  review  period  with  at  least  one  year  of  tenure  on  their  American  Express  and 
Optima  Card  accounts  who  spent  at  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  for  an  APR  that's  currently  12.00%  for  purchases  (16.90%  for  cash 
advances).  All  other  accounts  receive  a  competitive  APR  that's  currently  18.25%  for  purchases  (18  90%  for  cash  advances)  All  rates  are  adjusted  semiannually  based  on  the 
Prime  Rate  as  listed  in  The  Wall  Street  Journal  The  annual  fee  for  the  Optima  Card  is  $15  ($25  for  non-American  Express  Cardmembers).  For  more  information  or  to  apply 
call  1-800-OPTIMA-6.  ©  1993  American  Express  Centurion  Bank. 
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The  bombing  at  the  Port  Authority's  World  Trade  Center 
may  force  the  agency  out  of  social  engineering 
and  back  to  basics. 


Port  Austerity: 


^ 


By  Richard  Phalon 

The  blast  that  tore  through  the  guts 
of  the  World  Trade  Center  in  Man- 
hattan will  have  an  unintended  side 
effect.  It  will  put  real  heat  behind 
efforts  to  change  the  often  ill-directed 
way  the  towers'  owner,  the  Port  Au- 
thorit}'  of  New  York  &  New  Jersey, 
directs  $700  million  a  year  or  so 
worth  of  capital  into  the  1,500  square 
miles  of  New  York  and  New  Jersey 
that  are  its  turf. 

Backed  by  SI. 9  billion  in  airport 
rental  fees,  bridge  and  tunnel  tolls  and 
better  than   $5   billion  in   bonding 
power,  the  Port  Authority 
has  often  seemed  out  of 
control.    The    building   of 
the  twin  towers  themselves 
was  a  boondoggle. 

"We're  going  back  to  ba- 
sics," says  Richard  Leone,  a 
resourceful  behind-the- 
scenes  operative  who  spent 
a  decade  on  Wall  Street  be- 
fore being  named  PA  chair- 
man a  little  over  two  years 
ago. 

"There  have  been  ex- 
periments or  gambles  that 
have  been  ven'  modest  in 
their  return,"  continues 
Leone.  "Not  all,  but  many 
have  been  disappointing." 

Some  of  the  disappoint- 
ments include  a  clutch  of 
marginal  industrial  parks 
that  came  off  the  drawing 
boards  in  the  palmy  mid- 
1980s,  when  all  of  the  pa's 
moneymakers  (and  the  re- 
gion's economy)  were  run- 
ning at  peak  unit  volume. 

Among  them:  the  Yon- 
kers  Industrial  Park,  which 
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opened  up  about  400  jobs  and  ran  a 
deficit  of  S4.5  million  last  year.  Then 
there's  the  Bathgate  Industrial  Park  in 
the  South  Bronx,  which  last  year  cost 
the  P.\  about  S2.4  million  in  operating 
losses. 

Then  there  is  S400  million  in  re- 
gional development  money  parceled 
out  between  the  t\\'o  states.  The  de- 
velopment money  turns  up  in  some 
unlikely  places:  a  S46  million  com- 
mitment to  a  Caribbean  and  African 
trade  center  in  Harlem,  $7  million  for 
renovation  of  an  engineering  labora- 


Port  Authority's  money  machine 

Property 

Gross 
operating 
revenues 

($mil) 

Net 
income 
($mil) 

Some  winners 

George  Washington  Bridge  &  Bus  Station 

Holland  Tunnel 

JFK  International  Airport 

La  Guardia  Airport 

Lincoln  Tunnel 

World  Trade  Center 

$224.9 

66.0 

406.0 

187.4 

82.6 

292.2 

$147.2 
13.0 
61.8 
15.3 
19.1 
51.2 

Some  losers 

Marine  terminals 

Port  Authority  Bus  Terminal 

Port  Authority  Trans-Hudson  railway 

Regional  programs  &  development 

Vista  Hotel 

$90.0 
22.5 
58.9 
89.4 
37.1 

$-5.1 

-62.2 

-168.6 

-8.2 

-3.1 

All  figures  are  for  1992. 

Motorists  support  straphangers.  It  takes  the 
George  Washington  Bridge,  and  then  some,  to  cover 
the  drain  of  the  Port  Authority  Trans-Hudson  railway. 


tor)'  on  the  thriving  campus  of  Ste- 
vens Institute  of  Technolog}'  in  Ho- 
boken,  S5.8  million  for  a  science  edu- 
cation showplace  a  short  \\ay 
downriver  in  Jersey  Cit\'. 

Who  controls  the  Port  Authorit\'''s 
purse  strings?  Ultimately,  the  go\cr- 
nors — Mario  Cuomo  of  New  York 
and  James  Florio  of  New  Jersey.  Like 
most  politicians,  they  love  to  pour 
cement,  a  reciprocal  for  the  campaign 
contributions  that  flow  back  from  the 
contractors  and  building-trades 
unions. 

How  else  to  explain  the 
authorit\'''s  tardiness  in 
turning  off  the  tap  on  the 
financing  of  a  new  central 
terminal  at  JFK.'  Even 
though  the  financially 
shaky  airlines  shouted  halt, 
the  ?A  unaccountably  went 
right  on  pouring  cement, 
and  didn't  stop  until  1990- 
91,  when  reality  finalk  set 
in.  The  result  was  maybe 
$100  million  worth  of 
gaffes  like  a  baggage  tunnel 
to  nowhere,  computerized 
freight  mo\er  software  that 
didn't  cut  the  mustard  and 
acres  of  unused  parking  ga- 
rage space. 

The  press  had  a  field  dav 
with  these  goofs  through 
much  of  last  year. 

With  the  help  of  his  exec 
utive  director,  Stanley  Rre 
zenoff,  a  strong  nuts-anJ 
bolts  type  who  put  in  foui 
years  as  a  deputy  mayor  o 
New  York  C^ity,  C^hairmai 
Leone  has  put  a  full-cour 
press  on  costs.  But  can  In 
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cally  persuade  the  leopards  in  the 
xecLitive  mansions  of  New  York  and 
^ew  Jersey  to  change  their  spots? 

Maybe  he  can.  The  poHtical  cH- 
nate  for  smarter  spending  at  the 
^ort  Authority  has  been  sharpened 
■>y  its  own  recently  dwindling 
brtunes.  Unit  volume  at  many  of 
he  Authority's  major  moneymak- 
:rs,  partly  because  of  the  region's 
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recession,  has  been  sliding  consis- 
tently below  the  levels  of  the  mid- 
Eighties. 

Newark  International  Airport 
handled  29.4  million  passengers  in 
1986,  but  only  24.3  million  last 
year.  La  Guardia  saw  24.2  million 
passengers  travel  through  its  termi- 
nal? in  1987,  but  only  19.7  million 
last  year.  jFK  handled  31.2  million 


World  Trade  Center 
tenants  in  flighit 
More  of  the  cement  will  be 
poured  closer  to  home. 


passengers  in  1988,  but 
only  27.8  million  last  year, 
and  has  been  steadily  los- 
ing its  market  share  of  in- 
ternational travel. 

Some  of  the  PA  air  and 
motor  vehicle  counts  did 
improve  a  bit  last  year,  but 
its  dollar  numbers  are  up 
only  because  of  the  33% 
increase  in  bridge  and  tun- 
nel tolls  authorized  in 
April  1991,  not  long  after 
Mario  Cuomo  settled  safe- 
ly into  a  third  term  in  the 
statehouse. 

With  elections  coming 
up  in  New  Jersey  this  year, 
and  Governor  Florio  very 
likely  facing  an  uphill  fight 
for  his  second  term,  there 
seems  little  chance  the  pa 
will  be  able  to  come  back  to 
the  rate  trough  anytime 
soon. 

The  twin  towers  of  the 
World  Trade  Center, 
which  last  year  accounted 
for  15%  of  the  Port  Au- 
thority's total  operating 
revenues,  are  a  further 
limiting  factor.  Some- 
thing like  2  million  of  the 
buildings'  9  million  rental 
feet  of  office  space  were 
coming  up  for  renewal 
over  the  next  four  years 
anyway,  in  an  overbuilt 
market  that  is  notably  soft 
and  is  expected  to  remain 
so.  One  sure  bet  is  that 
hungry  brokers  with  plen- 
ty of  open  space  to  peddle 
will  pick  off  at  least  some 
of  the  pa's  tenants. 
It  is  not  improbable  that  the  direct 
costs  of  fixing  up  after  the  blast  will 
exceed  the  $1  billion  limit  on  the  pa's 
liability,  property  damage  and  inter- 
rupted business  insurance.  Throw  in 
reduced  bridge  and  airport  traffic 
and  political  resistance  to  higher 
tolls,  and  money  is  going  to  be  tight 
around  the  Authority  over  the  next 
few  years.  ^M 
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We  Americans  love  to  complain  about  foreign  barriers 
to  U.S.  goods.  But  look  what  we  are  doing  to  this 
South  Korean  steel  company. 

Protecting 
whom.^ 


below  what  it  can  get  in  other  mar 
kets.  But  that  was  part  of  the  con-| 


pricing  formula  that  USX  set  up!  hijc 


By  Damon  Darlin 

If  protectionism  ever  made  sense,  it 
doesn't  in  the  waning  years  of  the 
20th  century,  when  manufacturing 
processes  as  well  as  markets  freely 
cross  national  boundaries. 

Consider  major  U.S.  steel  compa- 
nies' request  that  Washington  take 
action  against  South  Korean  steel  ex- 
porters. The  International  Trade 
Commission  supported  them,  and 
the  Commerce  Department  recently 
set  preliminary  punitive  duties  of  35%. 
Our  biggest  steelmaker,  usx  Corp., 
while  not  party  to  the  Korean  suit, 


joined  in  on  suing  all  the  other  foreign 
makers  and  backs  Washington.  Yet 
USX  stands  to  lose  directly  if  the  duty  is 
imposed. 

USX  has  a  joint  venture  in  Pittsburg, 
Calif  with  Pohang  Iron  &  Steel  Co. 
of  South  Korea.  Posco,  as  the  compa- 
ny is  also  known,  supplies  high-quali- 
ty hot-rolled  steel,  or  "hot  bands,"  to 
the  joint  venture,  which  then  makes 
cold-rolled  steel,  the  sheets  used  in 
office  furniture,  construction,  cans 
and  other  products. 

Posco  admits  to  selling  the  steel  for 


s 
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The  USX-Posco 

cold-rolling  mill 

Will  punitive  tariffs  doom 

the  successful  USX-Posco  venture? 
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tract  s 

in  the  joint  venture  with  Posco  in' 
November  1985.  The  deal  saved  a  lot 
of  jobs  in  California,  since  usx  had 
planned  to  close  the  California  plant 
because  it  couldn't  compete  with  thef 
Japanese.  Posco,  the  world's  third- 
largest  steelmaker,  makes  high-quali- 
ty steel  that  can  match  Japan's.  Park 
Tae-Joon,  now  Posco's  honorary 
chairman,  saw  an  opportunity  to 
break  into  the  U.S.  market  and  create 
goodwill  at  the  same  time  by  saving 
the  jobs. 

To  modernize  and  expand  the 
plant,  Posco  put  up  more  than  $200 
million;  usx  threw  in  the  plant  itself 
The  joint  venture  was  50-50. 

Not  even'one  in  Posco's  manage 
ment  liked  the  deal.  Many  of  the 
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executives  pointed  out  that  the  steel] 
could  easily  be  sold  in  booming  Asia 
at  higher  profit  margins  and  without 
requiring  a  large  commitment  of  capi- 
tal. "We  felt  that  Posco  suffered  from 
the  formula  price,"  says  Koo  Jay- 
Young,  a  Posco  managing  director. 

The  partners  asked  for  and  received! 
written  assurances  from  then  Secre- 
tary of  Commerce  Malcolm  Baltirige; 
and  U.S.  Trade  Representative  Clay- 
ton Yeutter  that  the  U.S.   had  no 
objections. 

Posco  has  shipped  as  much  as 
700,000  tons  a  year  to  California,  and; 
the  joint  venture  has  reduced  the 
West  Coast  market  share  of  foreign 
producers  of  cold-rolled  steel  by  near-, 
ly  50%.  One  thousand  Americans 
work  in  the  plant. 

So  how  does  usx  explain  its  support 
for    the    dumping    charges,    whic 
would  hit  its  own  raw  material?  With 
difficulty.  "We  are,  in  effect,  on  bottj  ^^^ 
sides,"  says  usx  spokesman  Thomas 
Ferrall. 

Posco  is  appalled.  "Feeling  be- 
trayed is  to  put  it  lightly,"  says  Koo 

Posco  questions  whether  it  can 
continue  the  joint  venture  with  the 
high  duties.  USX  could  use  steel  froir 
U.S.  plants,  but  there  is  not  enougl" 
high-quality  steel  available.  Wit! 
higher  transportation  costs,  tha 
would  put  usx  back  into  an  uncom 
petitive  position. 

Protectionism  sounds  like  a  fii\< 
industrial  policy,  doesn't  it?  For  1 79. 
maybe.  ■ 
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Sears  dies,  Spiegel  flies.  The  women's  fashion  cataloger 
hits  a  home  run  with  flannel  shirts  and  down  vests. 

Indoor 
outdoorsman 


Hi 

Vii 


By  Christopher  Pahneri 

Spiegel  Chief  Executive  John  Shea 
looks  uncomfortable  as  a  photogra- 
pher poses  him  in  a  fishing  hat  and  a 
red  flannel  jacket,  holding  a  fake  carp. 
"A  can  of  tuna — that's  how  I  fish,"  he 
sheepishly  confesses. 

That's  how  a  lot  of  his  customers 
fish,  too.  Jack  Shea,  a  5 5 -year-old 
New  Jersey  native,  may  do  his  fishing 
and  hunting  in  supermarkets,  but  he 
knows  that  an  outdoor  image  moves 
merchandise.  When  Spiegel,  Inc.  pur- 
chased Eddie  Bauer  Inc.  from  Gener- 
al Mills  in  May  of  1988,  Shea  paid 
$260  million — which  was  about  the 
level  of  Bauer's  sales.  This  year  Shea 
expects  Bauer's  sales  to  top  $1  billion, 
way  ahead  of  rivals  L.L.  Bean  and 
Lands'  End.  "It's  been  a  home  run," 
boasts  Shea. 

But  not  quite  a  home  run  for  Spie- 
gel as  a  whole.  The  recession  and  two 
tough  years  for  catalogs  knocked 
Spiegel's  earnings  down  from  a  high 
of  $73  million  in  1989  to  $17  million 
in  1991.  But  last  year  Jack  Shea 
brought  earnings  back  to  $43  million, 
or  83  cents  per  share,  and  analysts 
expect  another  25%  increase  this  year. 
At  2%  on  $2.2  billion  in  sales,  Spie- 
gel's net  margins  are  still  less  than  half 
of  what  they  were  in  the  good  years. 

A  veteran  "of  Philadelphia's  John 
Wanamaker  chain.  Shea  was  hired  as 
head  of  merchandising  at  Spiegel  in 
1981.  The  firm  was  then  in  the  early 
stages  of  a  turnaround.  In  the  1970s 
Spiegel  had  been  gushing  red  ink 
competing  for  the  same  catalog  cus- 
tomers as  SeaVs,  J.C.  Penney  and 
Montgomery  Ward.  Spiegel  manage- 
ment did  a  smart  thing:  It  switched 
focus  from  general  merchandise  to 
specialty  lines,  concentrating  on 
moderately  priced  designer  clothes 


for  working  women.  Spiegel  began 
carrying  labels  such  as  Calvin  Klein, 
Liz  Claiborne  and  Anne  Klein.  By 
1985,  when  Shea  was  named  chief 
executive,  Spiegel  was  comfortably  in 
the  black,  earning  $  1 3  million  on  sales 


of  $850  million. 

But  Shea  knew  there  were  limits  to 
any  narrow  market.  Over  the  last  five 
years  sales  through  Spiegel's  women's 
catalog  have  grown  by  less  than  5%  a 
year.  So  he  found  himself  another 
spccialt}',  outdoor  wear,  buying  Ed- 
die Bauer,  an  old  and  respected  name 
that  had  gotten  its  start  selling  sleep- 
ing bags  and  similar  items  for  rugged 
types.  General  Mills  never  gave  Bauer 
its  fijU  attention.  Shea  did.  He  in 
effect  added  line  extensions  by  ex- 
panding outdoor  clothing  for  the 
not-so-rugged.  He  broadened 
Bauer's  range  of  women's  clothing 
and  footwear,  and  added  home  fiir- 
nishings  to  the  mix.  "Jack  sensed  that 
the  market  wasn't  so  much  the  serious 
outdoorsman  as  the  suburbanite  tak- 
ing the  kids  to  school  in  the  Ford 
Explorer,"    notes    retail    consultant 
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John  Shea,  chief  executive  of  Spiegel 

The  market  isn't  so  much  serious  outdoorsmen  as  suburbanites. 
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Spiegel 


Walter  Levy. 

Bauer  had  57  stores  when  Shea 
purchased  the  company;  today  it  has 
265.  The\'  are  heavily  concentrated  in 
mall  locations  where  there  are  high 
densities  of  Bauer  catalog  purchasers. 
That  cannibalized  catalog  sales  initial- 
ly, but  Shea  found  that  within  18 
months  catalog  sales  came  back.  And 
the  stores  won  ne\\'  customers  who 
prefer  to  tn'  the  stuff  on. 

Recognizing  that  people  had  less 
money  to  spend,  Shea  heavily  re- 
N'amped  his  merchandising.  He  re- 
duced the  variety'  of  men's  shorts,  for 
example,  and  piled  the  remaining 
st)'les  higher.  He  has  remodeled  60  of 
the  stores,  making  them  more  out- 
doorsy,  with  more  camping  and  fish- 
ing gear  hanging  on  the  walls.  Shea 
cut  prices,  too.  Bauer  does  a  big  busi- 
ness in  $20  polo  shirts  and  $30  blue 
jeans — hardly  gear  for  mountain 
climbers  or  fly  fishermen. 

Bauer's  sales  jumped  17%  last  year 
at  stores  open  for  more  than  a  year. 
Sales  exceeded  $400  a  square  foot, 
impressi\'e  for  any  retailer.  Some  30% 
of  Spiegel's  revenues  now  come  from 
retail  stores,  up  from  nothing  fi\'e 
years  ago.  And  Bauer,  with  its  higher- 
margin  private-label  merchandise,  has 
the  potential  to  outearn  Spiegel's 
slower-growth     women's     catalogs. 

Not  every  Shea  deal  worked  as  well 
as  Bauer  did.  In  1991  he  had  to  write 
off  nearly  half  of  his  S23  million  in- 
vestment in  Honeybee,  a  higher- 
priced  retail  chain  and  catalog  featur- 
ing women's  dresses.  Crayola  for 
Kids,  a  children's  clothing  venture, 
has  fared  poorly.  But,  For  You  From 
Spiegel,  a  catalog  with  clothing  for 
large-size  women,  has  expanded  to 
ten  retail  stores.  And  later  this  year 
Spiegel  will  bring  out  E  St)'le,  a  line  of 
clothing  designed  in  conjunction 
with  £^o«r  magazine. 

Although  the  U.S.  public  owns 
12%  of  Spiegel's  52  million  common 
shares,  outright  control  has  rested 
since  1982  in  Germany's  Otto  family, 
whose  privately  held  Otto-Versand 
GmbH  is  the  world's  largest  catalog 
retailer,  with  sales  of  $13  billion. 

With  the  Ottos  solidly  behind  him 
and  with  Bauer  clicking  ahead.  Jack 
Shea  now  has  his  sights  set  on  more 
acquisitions.  "Thanks  to  Bauer,"  he 
says,  "we  won't  be  afraid  to  buy  a 
retailer."  ^M 


In  the  latest  twist  in  deep-pocket  legal  theory,  a  girl  sued 
her  mother  after  her  father  abused  her  sexually.  Why 
mom?  Because  she  was  covered  by  insurance;  dad,  the 
perpetrator,  was  not. 

Findthe 
deep  pocket 


By  David  Frum 

For  ffv'E  years,  until  she  ran  away 
from  home  at  17,  Denise  Richie  of 
Webster,  Minn,  was  sexually  abused 
by  her  father,  Dennis  Richie.  The 
abuse  plunged  her  into  depression 
and  mental  instability',  including  sui- 
cide attempts.  In  1991  she  finally 
pulled  herself  together  and  brought 
criminal  charges  against  her  father, 
who  was  sentenced  to  ten  months  in 
the  workhouse. 

And  then,  her  lawyers  brought  a 
lawsuit  against  .  .  .  Richie's  mother. 

Her  mother.'  To  be  sure,  Lanell 
Richie  had  turned  a  blind  eye  to  the 
abuse,  refiising  to  believe  the  stor)' 
when  it  was  told  to  her,  ignoring  the 
evidence  that  two  other  family  mem- 
bers and  a  family  friend  had  suffered 
abuse,  too,  even  telling  a  police  oflicer 
she  had  suspicions  that  something 
was  going  on  between  her  husband 
and  her  daughter. 

But  that's  not  why  the  lawsuit  was 
brought  against  the  mother,  or,  to  be 
precise,  against  the  mother  and  father 
jointly.  The  lawsuit  was  brought  be- 
cause the  Richies'  household  insur- 
ance policy,  like  most  insurance  poli- 
cies, does  not  insure  against  inten- 
tional wrongdoing. 

Sue  Mr.  I^chie  for  his  crime,  and 
you  get  whatever  you  can  collect  from 
his  pay  packet  as  a  systems  operator  at 
the  local  power  company.  But  sue 
Mrs.  Richie  and — bingo! — you  are 
suing  an  insurance  company,  in  this 
case  the  West  Bend  Mutual  Insurance 
Co.  If  the  Richies'  policy  didn't  coxer 
wrongdoing,  it  did  cover  negligence. 
And,  reasoned  attorney   Kathy  Ta- 


tone,  wasn't  Mrs.  Richie  negligent-' 
In  a  jur)'  trial  last  October,  Tatone 
won  for  her  client,  Denise  Richie,  a 
judgment  for  $2.4  million— $1  mil- 
lion in  punitive  damages  against  Mr. 
Richie,  the  other  $1.4  million  in  a 
negligence  judgment. 

Tatone  and  her  cocounsel,  Sarah 
Mardell,  appear  to  be  the  ver\'  first  in 
America  to  win  a  sizable  judgment 
against  a  mother  for  negligence  in  a 
child  abuse  case.  Two  weeks  later. 
Earl  Drott  of  Tyler,  Tex.  became  the 
second.  He  won  $3.4  million  by  suing 
a  Texas  couple  after  the  man  molested 
the  woman's  two  preteen  daughters. 
The  mother  has  now  filed  a  claim 
against  her  insurance  company.  Fore- 
most Insurance  Co.  of  Grand  Rapids, 
Mich.,  for  the  $1.7  million  judgment 
against  her. 

Fiveiybody  agrees  that  child  abuse 
is  an  appalling  crime.  The  dispute  that 
these  two  verdicts  raise  is,  who  should 
be  punished  for  it?  The  child  abuser.' 
Or  e\er\'one  who  pays  a  premium  for 
household  insurance? 

Until  recently,  societ)''s  answer  was 
unequivocal.  Almost  all  states  forbade 
family  members  to  bring  lawsuits  for 
financial  damages  against  one  anoth 
er.  But  over  the  past  30  years  these 
statutory  barriers  ha\'e  been  dropped 
and  state  after  state  has  welcomed 
lawyers  into  the  exciting  new  area  of 
"domestic  tort." 

According  to  Tatone,  domestic 
tort  law  is  simply  a  logical  outgrowth 
of  traditional  personal  injun'  law  .  "If  1 
were  not  watching  carefully,  and  one 
of  my  children  fell  dow  n  the  steps  and 
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Sex-abuse  plaintiff  Denise  Richie  (center)  witli  lawyers,  Kathy  Tatone  and  Sarah  Mardell 
Targeting  an  insurance  company's  deep  pockets.  Tlie  judgment: 
$1.4  million  against  Richie's  parents  for  negligence. 


hurt  himself,  he  could  sue  me  for 
negligence,"  she  says. 

But  as  the  Richie  case  shows,  do- 
mestic torts  contain  dangerous  temp- 
tations that  may  help  explain  why  so 
many  states  forbade  them  for  so  long: 
At  the  same  time  Denise  Richie  was 
suing  her  parents  in  civil  court,  she 
was  in  crimiital  court  asking  that  her 
father  receive  a  sentence  lenient 
enough  to  permit  him  to  keep  his 
job — because  he  was  the  sole  support 
of  her  mother  and  younger  brother. 
Her  request  was  granted,  and  her 
father  got  off  lightly. 

Leonard  Karp,  a  Tucson  attorney 
and  author  of  a  book  about  domestic 
torts,  defends  the  principle  of  such 
suits,  saying:  "If  the  victim  has  been 
injured — and  there  are  often  hideous 
injuries  which  require  years  and  years 
of  therapy — why  should  they  not  re- 
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cover  damages?" 

A  generation  ago  few  would  have 
taken  Karp's  argument  seriously.  The 
answer  to  his  question  would  have 
been  obvious:  No  matter  how  gravely 
you  have  been  injured,  you  can  recov- 
er damages  only  if  someone  else  is  at 
fault — has  committed  a  tort — and 
only  from  the  actual  tort-feasor,  not 
from  some  third  party  chosen  because 
he  or  she  happens  to  have  money  or 
insurance. 

Karp's  question  is  based  on  a  new 
way  of  thinking  about  the  tort  system, 
a  way  of  thinking  that  has  spread  since 
the  1970s  and  holds  that  the  tort 
system's  purpose  is  not  only  to  punish 
wrongdoing,  but  to  find  somebody — 
anybody — with  money  to  pay  the  vic- 
tim. "This  is  part  of  the  concept  of 
finding  the  deep  pocket,"  says  Karp. 
For  his  ser\dces  in  finding  a  handy 


pocket,  Karp  always  offers  plaintiffs  a 
choice  of  an  hourly  rate  or  a  contin- 
gency fee,  but  virtually  all  his  clients 
choose  his  contingency  fee  of  general- 
ly between  25%  and  35%,  depending 
on  the  difficult}'  of  the  case,  plus 
expenses. 

The  deep  pocket  docs  not  always 
have  to  be  an  insurance  company. 
Karp  has  sued  the  Roman  Catholic 
Church  for  negligence  in  cases  involv- 
ing the  sexual  molestation  of  children 
by  priests. 

But  for  those  worried  about  the 
implications  of  deep-pocket  legal  the- 
ory there  was  good  news  recently — 
and  it  comes  from,  of  all  places,  litiga- 
tion-happy Texas.  In  an  important 
case  decided  in  December,  Boyles  v. 
Kerr,  the  Supreme  Court  of  Texas 
issued  a  warning  that  there  is  a  limit  to 
how  far  plaintiffs'  attorneys  can  go  in 
turning  cases  of  intentional  wrong- 
doing into  negligence  in  order  to 
collect  insurance  money. 

Dan  Boyles  Jr.  and  three  friends 
secretly  videotaped  sex  between 
Boyles  and  his  girlfriend,  Susan  Leigh 
Kerr,  in  August  1985.  Boyles  showed 
the  tape  three  times  to  groups  of 
friends,  and  word  of  it  quickly  spread 
through  the  University  of  Texas  at 
Austin  and  Southwest  Texas  State 
University,  where  Boyles  and  Kerr 
were  enrolled. 

Kerr  was  understandably  fiirious 
and  humiliated.  She  sued  Boyles  and 
the  three  others  who  had  taped  her. 
This  could  have  been  an  open-and- 
shut  case,  if  Kerr  had  chosen  to  base 
her  theory  on  the  Texas  tort  of  "in- 
tentional invasion  of  privacy."  But, 
apparently  because  of  the  rule  that 
insurance  does  not  insure  against  in- 
tentional wrongdoing,  her  attorney 
brought  a  different  claim:  "negligent 
infliction  of  emotional  distress."  In 
1 989  a  Houston  jury  a\^  irded  Kerr  $  1 
million,  $500,000  in  uninsurable  pu- 
nitive damages  and  a  $500,000  negli- 
gence judgment. 

The  Supreme  Court  of  Texas  over- 
ruled the  judgment.  It  said  that 
Boyles  and  his  hooligan  pals  can  be 
made  to  pay  for  what  they  did;  their 
insurance  companies  cannot. 

That's  an  old,  but  potentially  radi- 
cal, idea.  Taken  seriously,  it  would 
hold  the  burgeoning  and  lucrative 
specialty  of  domestic  tort  to  its  proper 
limits.  !■ 
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Want  to  invest  in  Latin  America?  Look  for 
a  flood  of  public  offerings  from  Latin 
subsidiaries  of  U.S.  companies. 

Yanqui,  go  public 


By  Joel  Millman 

Sears,  Roebuck  had  a  great  year  in 
1992,  reveling  in  a  mammoth  expan- 
sion to  take  advantage  of  booming 
consumer  spending. 

Sears.^  Of  Chicago.^ 

No,  Mexico  City.  Sears  Roebuck  de 
Mexico,  a  subsidiar}^  of  the  U.S.  retail- 
er, has  been  operating  in  Mexico  since 
1947,  its  chain  of  33  stores  stretching 
from  Veracruz  to  Chihuahua. 

In  1989  Sears  got  government  ap- 
proval to  add  30  more  stores.  With 
the  parent  financially  strapped,  how- 
ever, the  subsidiary'  was  on  its  own  to 
raise  the  necessary  money.  So  last 
March,  Sears  Mexico  sold  25%  of  the 
company  to  the  public  for  $128  mil- 
lion. About  $15  million  of  that,  raised 
in  pesos,  stayed  with  Sears  Mexico  to 
finance  the  expansion;  the  balance, 
sold  as  American  and  Global  Deposi- 
tar\'  Shares,  went  to  bolster  the  par- 
ent's balance  sheet.  Afi:er  taxes,  $54.5 
million  straight  to  the  bottom  line. 
With  the  market  valuing  Sears  Mexico 
at  $585  million,  the  parent's  75% 


interest  is  worth  $440  million. 

For  Sears,  this  represents  a  hand- 
some payoff  for  getting  into  Latin 
America  early  and  sticking  it  out. 
Other  U.S.  firms  have  been  similarly 
rewarded.  Of  the  70  Latin  American 
firms  with  annual  sales  over  $1  billion, 
11  are  Yanqui  subsidiaries;  8  of  those 
are  from  four  U.S. -based  multina- 
tionals: Ford,  Exxon,  gm  and  IBM. 

But  seldom  have  these  big  subsidiar- 
ies gone  public  the  wa\'  Sears  Mexico 
has.  The  maneuver,  called  a  carveout, 
has,  however,  been  used  fairly  exten- 
sively by  U.S.  companies  in  Japan.  In 
the  late  1980s  price/earnings  multi- 
ples on  Japanese  stock  exchanges  lured 
several  U.S.  subsidiaries  into  public 
ofl^erings.  Companies  like  Honeywell, 
Avon  and  Shaklee  Corp.  all  had  public- 
ly traded  Japanese  subsidiaries  with 
shares  valued  at  multiples  much  higher 
than  shares  at  home. 

With  investment  interest  in  Latin 
America  growing,  expect  much  more 
of  this.  Citicorp  Equity  Investments  is 


Carveout  caliente 

Company/country 

U.S.  parent/ 
%  ownership 

Recent 
price 

P/E 

1992 

revenues 
($mil) 

Latest 

12-month 

EPS 

Baesa/Argentina 
Celanese  Mexicana/Mexico 

Pepsi-Cola  Puerto  Rico  Bottling/35% 
Hoechst  Celanese/512 

$23,00' 
5.83 

17 
9 

$204 
850 

$1.37 
0.67 

John  Deere/Mexico 

Deere/49 

3.00 

5 

175 

0.59 

Kiml)erly-Clark  de  Mexico/Mexico 
Linde  de  Mexico/Mexico 

Kimberly-Clark/43 
Praxair/80 

9.003 
5.00 

13 
20 

895 
107 

0.69 
0.25 

Massalin  Particulares/Argentina 
Sears  Roebuck  de  Mexico/Mexico 

Philip  Morris/63 
Sears,  Roebuck/75 

9.50 
7.80' 

12 
9 

1,300 
483 

0.78 
0.91 

White  Martins/Brazil 

'Trades  as  American  Depositary  Receip 
year.    Sources:  Finansur  (Argentina); 

Praxair/52 

2.70 

16 

588 

0.17 
an  ADR  this 

ts.    ^Owned  40%  by  Hoechst  Celanese,  11%  Hoechst,  AG. 
Patrimonio  (Brazil);  Forbes. 

^Company  expects  to  issue 

Few  U.S.  subsidiaries  trade  publicly  in  Latin  America. 
Here's  how  some  of  them  are  doing. 
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a  holding  company  for  equity'  stakes 
that  the  bank  swapped  debt  for.  Citi- 
corp Equity  has  applied  to  list  on 
Buenos  Aires'  bolsa.  Empresas  Carri- 
er, a  United  Technologies  subsidiary 
making  air  conditioners  in  Monter- 
rey, filed  last  summer  to  register 
shares  in  Mexico.  Steelmaker  Armco 
is  planning  an  IPO  in  Chile. 

Armco  wants  to  capitalize  on  high 
multiples  on  the  Santiago  Bolsa  and 
loosening  regulations  on  Chile's  pri- 
vatized pension  fiinds.  Up  to  now  the 
pension  hands  have  been  allowed  to 
buy  shares  only  in  government-ap- 
proved equities.  The  release  of  $9 
billion  to  hunt  for  new  investments 
should  drive  P/Es  even  higher  than  the 
current  market  average  of  15. 

Armco,  which  had  contemplated 
selling  its  South  American  operations, 
feels  it  can  earn  better  value  through 
the  stock  market.  The  company  hopes 
to  reap  $30  million  by  selling  60%  of 
its  Chilean  subsidiary'. 

In\'estment  bankers  are  salivating  at 
the  prospect  of  taking  some  of  the 
bigger  U.S.  subsidiaries  public.  Gold- 
man, Sachs,  which  grossed  about  $6 
million  (or  5%)  in  fees  on  the  Sears 
Roebuck  de  Mexico  IPO,  says  it  now 
has  several  more  such  deals  in  the 
works.  J. P.  Morgan  is  talking  to  about 
a  dozen  U.S.  subsidiaries  in  Argentina 
and  Brazil;  Bankers  Trust  is  handling 
the  Armco  IPC)  in  Chile. 

Not  ever\'  subsidiary'  makes  a  good 
IPO  candidate,  gm's  Mexican  subsid- 
iary, for  example,  functions  more  as  a 
division  of  GM  Detroit  than  a  stand- 
alone Mexico  play.  Con-  _ 
sumer  goods  manufactur- 
ers that  have  most  of  their 
sales  in  the  host  country  are 
better  bets.  "You  need  a 
specific  company  with  a 
good  operating  story  local- 
ly to  make  this  work,"  says' 
Neil  Allen,  head  of  Latin 
American  operations  ati 
Bankers  Trust. 

"The  IPO  market  in  Latin 
America  is  going  to  be 
strong  for  the  next  few 
years,"  adds  Peter  Bernard, 
managing  director  of  J. P. 
Morgan's  Latin  America 
Capital  Markets  Croup 
"International  companies 
will  want  to  take  advantaiic 
of  that  trend."  Hi 
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YOU  HAVE  A  HEART,  A  MIND  AND  A  CONSCIENCE. 

SO  SHOULD  YOUR  CAR. 


Take  a  five-speed  stick,  alloy 
eels  and  the  usual  performance 

»tions  and  you  can  build  yourself  a 

orts  sedan.  But  it  won't  be  a  Saab 
00  CSE.  Not  without  the  three  in 

edients  that  make  a  Saab  a  Saab. 
The  heart  of  every 

ab  is  its  rally  heritage, 

thirty-year  tradition 

competition-bred 

rformance    reflected    today    in 

e  9000  CSE.  With  a  200-horse 

Dwer  engine*  and  a  25%  stiffer 
assis,  the  9000  CSE  is  the  most 


, 


irited  and  agile  Saab  ever  built. 

'ITH  AVAILABLE  2.3-LITER  TURBOCHARGED  ENGINE.  ©  1992  SAAB  CARS  USA,  INC, 


Its   mind   is  the   9000   CSE's 
enlightened  use  of  information.  Perfor- 
mance data  is  scrutinized  by  an  ad- 
vanced electronic  engine-management 
system,  computerized  anti-lock  brakes 
and  Saab's  traction  control  system* 
The  9000  CSE  doesn't  just 
follow  the  roadways.  It 
thinks  its  way  along  them. 
Its  conscience  lies  in 
Saab's  comprehensive  approach  to 
safety  and  the  environment.  New  steel 
reinforcements  in  the  passenger  com- 
parvinent  offer  improved  side-impact 
protection.  Interior  air  filters  prevent 


pollen  and  dust  particles  from  enter- 
ing the  car  And  Saab's  new  CFC-free 
air-conditioning  helps  protect  the  at- 
mosphere outside  the  car. 

Heart,  mind  and  conscience:  Mix 
these  elements  in  proper  proportion 
and  you  get  a  well-rounded  human 
being.  Or  one  of  the  most  perfectly 
balanced  sports  sedans  you  can  buy. 

See  for  yourself  through  a  Saab 
9000  CSE  test  drive.  Or,  for  more  in- 
formation, call  1-800-582-SAAB. 


If  a  retirement  plan  invests  in  a  bank 
or  insurance  company  that  goes  bust,  who 
eats  the  loss?  This  has  a  lot  of  employees— 
and  employers— worried. 

Fall  guy 


By  Carolyn  T.  Geer 

James  Turner  is  in  deep  cow  manure. 
He  put  the  entire  $1.2  million  pen- 
sion fund  for  40  employees  of  Turner 
Dairy  Farms,  of  Penn  Hills,  Pa.,  in  a 
guaranteed  annuity  contract  at  Mutu- 
al Benefit  Life  Insurance  Co.  There 
the  money  has  been  frozen  since  July 
1991,  when  New  Jersey  authorities 
seized  Mutual  Benefit  after  a  run  by 
policyholders.  At  the  time  of  the  sei- 
zure, Turner  was  in  the  process  of 
converting  the  pension  plan  from  a 
defined  benefit  plan  (whose  assets 
effectively  belong  to  the  dairy)  to  a 
profit-sharing  plan  (whose  assets  be- 
long to  employees). 

If  the  conversion  had  been  deemed 
to  be  completed  before  the  seizure, 
Turner  would  be  off  the  hook.  A  state 
insurance  guarantee  association 
would  cover  his  employees'  losses. 
Thus  far  the  association  is  refusing  to 
cover  the  Turner  plan,  and  the  dairy,  if 
it  elects  to  take  a  cash  settlement  and 
rim,  will  probably  be  out  45  cents  on 
the  dollar. 

Turner's  problem  is  shared,  in  vary- 
ing degrees,  by  at  least  100  other 
sponsors  of  retirement  plans  who 
were  customers  of  Mutual  Benefit, 
including  General  Mills,  General  Sig- 
nal, AT&T,  Grumman  and  Manville. 
Defense  contractor  Grumman  has  a 
thrift  plan  with  30,000  participants 
and  almost  $40  million  in  assets  tied 
up  in  Mutual  Benefit.  General  Mills 
put  $15  million  of  its  employees' 
money  in  Mutual  Benefit.  Most  of 
these  sponsors  had  the  good  sense  to 
diversify  their  insurance  investments, 
so  their  thrift  plans  will  suffer  at  worst 
small  hits. 

Who  takes  the  fall  when  a  thrift  plan 
gets  tangleci  up  with  a  bum  insurance 
company!"  It  depends  on  what  kind  of 
fund  you  have  and  where  your  com- 


pany is  situated.  Despite  the  fact  that 
Pennsylvania's  guarantee  association 
may  leave  the  Turner  dair}'  out  in  the 
cold,  it  happens  to  be  one  of  the  more 
generous  ones  out  there.  In  many 
states,  corporate  thrift  plans  get  no 
coverage. 

Will  employers  kick  in  to  make  up 
for  the  Mutual  Benefit  disaster.^ 
Grumman  and  General  Mills  say  they 
have  no  intention  of  doing  so.  Some 
employers  want  to  chip  in,  but  can't 


without  a  special  blessing  from  the 
Internal  Revenue  Service,  says  Peter 
Elinsky,  a  tax  attorney  with  kpmg  Peat 
Marwick.  Why  not.^  Strict  rules  apply 
to  tax-deferred  retirement  plans,  and 
sponsors  who  contribute  more  mon- 
ey than  they  are  supposed  to,  or  who 
contribute  unevenly,  can  destroy  the 
tax  status  of  the  plan.  The  iRS  could 
argue  that  a  sponsor  has  no  right  to 
pick  up  the  losses  some  employees 
suffer  on  their  Mutual  Benefit  invest- 


ment but  not  the  losses  other  employ 
ees  suffer  on,  say,  their  biotechnolog 
sector  flind. 

Not  only  buyers  of  insurance  cor 
pany  contracts  have  to  worry  aboi 
insolvencies.  The  same  crisis  could 
"befall  retirement  plans  investing  it 
bank  deposits,  under  new  rules  pi 
out  by  the  Federal  Deposit  InsurancJ 
Corp.  Until  recently  the  fdic  gene^^ 
ously  counted  e4ch  participant  in 
plan  to  be  a  separate  bank  depositoii 
eligible  for  $100,000  of  protection 
the  bank  fails. 

No  more.  Since  December  onlji 
deposits   made    in   institutions    tha^ 
meet  minimum  capital  requirement 
continue  to  receive  passthrough  co\ 
erage  of  $100,000  per  participant 
For  newly  created  deposits  in  shakie 
banks,    coverage    has    dropped    to 
$100,000  per  plan.  Moreover,  as 
December  1993,  bank  "investmcni| 
contracts"   (distinguished  from  d« 
posits  by  the  wording  on  the  doci 
ments)  won't  be  covered  at  all. 

Who's  supposed  to  monitor  bar 
balance  sheets,  the  workers  or  the 
employer.'  Federal  law  implies  thoj 
the  employer  must  at  least  be  "pri 
dent"  in  selecting  thrift  plan  asset^ 
But  that's  a  far  cry  from  saying  tha 
employees  are  fully  protected  froi| 
bank  and  insurance  company  failure! 
Mutual  Benefit,  after  all,  was  still  raij 
ed  A-i-  when  some  of  the  thrift  monc 
was  going  in. 

Since  the  real  estate  recession  isnl 
over  yet,  there  will  be  more  insurancj 
company  and  bank  failures.  Here] 
some  simple  advice  for  employers: 

■  Diversify.  Don't  put  more  than  1 01 
of  your  retirement  plan's  guarantee! 
investment  contract  funds  with  aif 
single  insurer. 

■  If  you  offer  bank  deposits  as 
investment  option,  make  certain  till 
the  deposits  qualify  for  $100,000 
deposit  insurance  per  employee. 

■  Explain  the  risks  to  employees. 
And  some  advice  for  employees: 

■  Don't  allow  any  of  your  retiremel 
savings  to  go  into  undivcisified  i 
vestments  at  either  banks  or  insuran| 
companies. 

■  Put  most  of  your  thrift  plan  assets! 
low-overhead  mutual  funds,  prefcij 
bly  a  variety  of  funds  with  differcj 
investment  styles. 

■  If  your  employer  doesn't  offer  suj 
funds,  complain.  'I 
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Enjoy  the  richness  of  Red 
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Richer  in  taste 
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Which  American  quasi-monopoly  uses  dishonest  advertising  to  push 
shoddy  products  at  exorbitant  prices?  If  you  read  only  one  book  this 
year  it  should  be  Tom  Sowell's  "Inside  American  Education." 


Ph.D.s  in 


By  James  W.  Michaels 

An  international  study  of  1 3-year- 
olds  found  that  Koreans  ranked  first 
in  math  and  Americans  ranked  way 
down  on  the  list.  Yet  surveys  show  13- 
year-old  Americans  are  three  times  as 
likely  to  think  they  are  good  at  math  as 
are  Koreans  of  the  same  age. 

Thomas  Sowell,  Hoover  Institu- 
tion economist  (and  Forbes  colum- 
nist), analyzes  this  contradiction  be- 
tween what  youngsters  know  and 
what  they  think  they  know.  In  a  stun- 
ning new  book,  Inside  American 
Education,  he  blames  the  American 
obsession  with  making  children  feel 
good.  Americans  stress  "self-es- 
teem." Koreans  and  Japanese  empha- 
size high  standards.  American  kids  are 
supposed  to  feel  good.  Oriental  kids 
are  supposed  to  do  good. 

The  facts  are:  Test  scores  drop; 
businesses  must  deal  with  a  work  force 
that  borders  on  illiteracy;  the  still 
excellent  American  graduate  schools 
increasingly  turn  to  foreign  students 
to  fill  their  ranks. 

Sowell  is  an  American  Emile  Zola, 
accusing  the  smug  American  educa- 
tional leadership  of  hypocrisy,  anti- 
intellectualism,  avarice  and  propagan- 
dizing for  essentially  left-wing  causes. 
Sowell  writes  in  a  factual,  analytic 
st)^le,  but  sometimes  anger  breaks 
through:  "They  [professional  educa- 
tors] have  taken  our  money,  betrayed 
our  trust,  failed  our  children  and  then 
lied  about  the  failures  with  inflated 
grades  and  prett)'  words. 

"While  schoolchildren  in  Japan  are 
learning  science,  mathematics  and  a 
foreign  language,  American  school 
children  are  sitting  around  in  circles 
unburdening       their       psyches.  .  .  . 


Worse  than  what  they  are  «of  learning 
is  what  they  are  learning." 

Sowell  accuses  the  educators  of  fos- 
tering racism  in  the  name  of  fighting 
it.  Two  female  Jewish  students  at 
Stanford  were  handing  out  leaflets  for 
their  student  union  when  two  Black 
Muslim  Union  students  harassed 
them,  shouting  anti-Semitic  obsceni- 
ties. In  tears,  the  women  complained 
to  a  student  conduct  office  only  to  be 
dismissed  with  the  advice  that  they 
develop  "thicker  skins."  At  leading 
universities,  w  hite  or  Asian  students 
are  often  punished  or  sentenced  to 
"sensitivit)'  training"  for  delivering 
real  or  fancied  slights  to  blacks  or 
other  minorities. 

But  instead  of  feeling  guilt}',  as  they 
are  expected  to,  Sowell  writes,  the 
nonminority  students  are  getting  an- 
gr\'.  If  they  came  to  school  with  little 
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prejudice,  they  soon  develop  resent- 
ments against  minorities  and  homo- 
sexuals. Sowell  talks  of  "an  unprece- 
dented escalation  of  overt  racial  hos- 
tilit>'  among  middle-class  young 
people  on  predominantly  liberal  or 
radical  campuses." 

Most  colleges  and  universities  give 
preferential  admission  to  so-called:  ^ 
minority  students.  This  policy  is " 
wrapped  in  noble  rhetoric,  but  Sowell 
smells  money:  "The  need  to  avoid  the 
political  appearance  of  racial  dis- 
crimination .  .  .  makes  minority 
youngsters  valuable  as  bodies  and  ex- 
pendable as  students."  The  name  of 
the  game  is  racial  justice,  but  the  goal 
of  the  game  is  cash — federal  grants 
that  are  withheld  if  an  institution  does 
not  meet  racial,  gender  and  ethnic, 
quotas. 

Thus,  he  points  out  that  Stanford 
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rejects  most  students  whose  verbal 
SAT  scores  fall  between  700  and  800 
while  admitting  more  than  100  other 
students  who  scored  below  500.  It's 
obvious  that  the  under- 500s  were 
mostly  affirmative  action  cases. 

To  enable  under- 500  minority 
students  to  keep  up  with  the  over- 
700  students  requires  that  teachers 
adopt  lenient  grading  policies  to- 
ward many  minority  students.  The 
double  standard  hurts  blacks  more 
than  whites.  It  forces  some  whites 
and  Asians  to  attend  second-  or 
third-choice  schools,  but  it  puts  mi- 
nority students  into  situations  where 
many  of  them  are  bound  either  to 
fail  or  to  realize  that  their  passing 
grades  are  given,  not  earned.  Thus 
are  many  black  and  Hispanic  stu- 
dents sacrificed  on  the  altars  of  greed 
and  political  conformity. 

Sowell  is  contemptuous  of  many  of 
our  elite  colleges.  Citing  a  handbook 
that  lists  Berkeley  as  among  the  na- 
tion's great  universities,  he  counters: 
"...  Berkeley  is  notorious  for  its 
mass,  impersonal  education,  its  many 
classes  taught  by  hundreds  of  teach- 
ing assistants  .  .  .  and  for  bureaucratic 
and  other  obstacles  to  getting  a  de- 
cent education." 

Meeting  college  costs  has  become 
the  great  American  middle-class  trau- 
ma, as  great  a  worry  as  catastrophic 
health  costs.  College  pricing  policies 
are  larcenous  but  not  irrational.  He 
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shows  how  a  college  that  could  sell 
tuition  for  $8,000  a  year  has  every 
incentive  to  charge  $12,000  instead. 
By  charging  only  $8,000  it  would  be 
forgoing  $4,000  a  year  it  could  get 
either  from  federal  subsidies  or  from 
gouging  the  minority  of  well-to-do 
parents.  Wouldn't  supermarkets 
charge  $5  a  loaf  for  bread  if  the 
government  made  up  the  difference 
for  those  who  couldn't  afford  $5  a 
loaf?  As  Sowell  puts  it:  "In  an  academ- 
ic context,  'Costs  have  risen'  has  ex- 
acdy  the  same  meaning  as  'We  chose 
to  spend  more  money.'  " 


When  criticized,  educators  blame 
society  or  ex -President  Reagan  for 
their  failures.  They  retreat  behind  a 
prepared  defense  of  euphemisms.  Pay 
raises  for  teachers  are  "an  investment 
in  the  future."  President  James  Du- 
derstadt  of  the  University  of  Michi- 
gan gave  a  whole  new  meaning  to 
doublespeak  when  he  affirmed: 
"There  is  no  quota  system  at  the 
University  of  Michigan,"  but  "we 
seek  a  student  body  composition  that 
is  reflective  of  the  national  composi- 
tion." While  demanding  more  money 
in  order  to  have  smaller  classes,  educa- 
tors don't  like  to  talk  about  the  fact 
that  the  average  size  of  elementary 
and  high  school  classes  in  the  U.S.  is 
26,  compared  with  41  in  Japan. 

The  National  Education  Associa- 
tion is  the  nation's  largest  trade  union 
and  a  source  of  funds  and  doorbell- 
ringers  for  Bill  Clinton.  Faced  with 
education's  glaring  failures,  the  presi- 
dent of  the  NEA  had  the  temerity  to 
say:  "Students  are  threatened  only  by 
the  failure  of  policymakers  to  give 
education  the  money  it  deserves." 

These  are  the  folks  who  presume  to 
teach  and  preach  to  business  about 
ethics. 

If  I  had  to  fault  this  book  it  would 
be  for  letting  the  media  off  relatively 
lightiy,  for  journalists  have  their  own 
double  standards,  harsh  on  business 
and  politics,  squishy  soft  on  the  aca- 
demics. Much  of  what  Sowell  has  to 
say  is  revelation  only  because  the  me- 
dia don't  want  to  reveal  it.  Bi 
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Put  yourself  behind  the  leather-wrapped  wheel  ofthe^  new  Pontiac  Bonneville"^  ^ 
and  the  answer's  clear.  Especially  when  you  get  the  handling  of  its  4-wheel 
independent  suspension  and  the  power  of  its  3.8  liter  engine.  There's  even 
standard  anti-lock  brakes,  the  safety  of  a  standard  airbag,  and  rich, 


BMW  and  you're  talking  at  least  $10,000  to  $T5,000  less*  No  wonder 
^  Bonneville's  been  named  a  Consumers  Digest  ''Best  Buy" 
*  for  the  second  year  in  a  row.  If  this  is  your  kind  of 

driving  excitement  visit  your  Pontiac  dealer  or  

call  1-800-762-4900  for  more  information. 


WM 


PONTIAC  CARES. . .  with  an  extensive  3-year/36,000-miie, 
No-detiuctible  Limited  Warranty,  24-hour  Roadside  Assistance 
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'Based  on  MSRP  of  Lexus  LS400.  BMW  5  and  7  Series.  Level  of  equipment  varies. 
"^^  Buclde  Up,  America!  ^^1992  GM  Corp.  Allrigfits  reserved 
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WE  ARE  DRIVING  EXCITEMENT 


A  new  competitor  is  loosening  the  grip 
of  billionaire  dealmaker  Marvin  Davis' 
Spectradyne  on  the  hotel  movie  business. 

Bad  reception 


By  Christopher  Pahneri 

In  early  December  billionaire  Mar- 
vin Davis  visited  with  his  longtime 
friend,  hotel  magnate  Barron  Hilton. 
It  was  not  a  social  call.  Davis  was 
making  a  last-ditch  effort  to  save  an 
account.  Hilton  Hotels  Corp.  was 
about  to  sever  its  ties  with  a  company 
Davis  controls,  Spectradyne,  and 
switch  to  another  supplier  with  newer 
technology  and  a  better  deal.  It  was  a 
heavy  blow  for  Davis.  Spectradyne  is 
in  the  business  of  piping  recent  Hol- 
lywood movies  to  some  750,000 
hotel  rooms  nationwide.  Davis  was 
anxious  not  to  lose  Hilton's  38  cor- 
porate-owned hotels  with  their 
31,000  guest  rooms. 

Friendship  or  no  friendship,  Hilton 


dumped  Spectradyne  in  late  January. 
Davis  is  not  the  sort  to  take  turn- 
downs  gracefiilly.  The  day  after  Davis 
got  the  news,  Spectradyne  sent  Hil- 
ton a  fax.  It  was  Friday  afternoon.  The 
fax  said  that  Spectradyne  would  be 
shutting  down  television  service  to 
the  Hilton  properties  the  following 
Monday.  In  doing  so,  Spectradyne 
probably  cost  itself  more  lost  revenue 
than  it  cost  Hilton,  because  Spectra- 
dyne's  replacement  wasn't  due  to  be 
installed  for  months.  "We  were  as- 
suming that  no  one  was  going  to 
shoot  themselves  in  the  foot  con- 
sciously," says  Hilton  Vice  President 
Dennis  Koci.  "They  did  it  over  sour 
grapes."     Spectradyne's     corporate 
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counsel,  Matthew  Hutchins,  shoots 
back:  "This  was  not  punitive,  we 
needed  the  equipment." 

Hilton  didn't  take  it  gracefully  ei- 
ther. Managers  prevented  Spectra- 
dyne employees  from  entering  some 
rooms  to  remove  their  control  boxes. 
Hilton's  properties  still  don't  have 
pay-per-view  movies. 

For  Marvin  Davis,  Spectradyne 
seems  to  be  turning  into  a  disappoint- 
ment. He  bought  its  parent,  SPI  Hold- 
ing, Inc.,  from  an  investment  group 
connected  to  Texas  billionaire  Robert 
Bass,  paying  $679  million — about 
five  times  revenues — in  a  highly  lever- 
aged transaction  in  1989,  wherein 
Davis  put  up  just  $69  million  in  cash. 
At  first,  things  went  well.  SPI  increased 
cash  flow  by  better  than  1 5%  a  year  by 
adding  new  hotels  and  more  services, 
and  by  raising  movie  prices  from  an 
average  of  $6.29  to  $7.78.  But  cash 
flow  didn't  rise  fast  enough  to  cover 
the  interest  expenses  and  capital  ex- 
penditures Davis  incurred.  Last  Sep- 
tember Davis  pushed  the  company 
through  a  prepackaged  bankruptcy 
that  eliminated  $120  million  of  liabil- 
ities and  reduced  interest  expenses. 
However,  SPI  still  carried  a  hefty  $450 
million  in  debt. 

The  bankruptcy  deal  required  Da- 
vis to  invest  another  $25  million  and 
give  up  69%  of  the  stock.  SPI  recently 
traded  on  the  American  Stock  Ex- 
change at  4,  valuing  Davis'  31%  of  the 
company  at  $21  million.  His  invest- 
ment to  date:  $94  million. 

Right  now  Davis'  biggest  headache 
isn't  the  debt  but  the  competitor  who 
lured  Hilton  away  from  Spectradyne. 
On  Command  Video  is  a  Sunnyvale, 
Calif  startup  founded  in  1986  by 
Robert  Fenwick  and  Robert  Snyder, 
two  engineers  with  backgrounds  in 
the  defense  industry. 

On  Command  has  decisive  advan- 
tages over  Spectradyne's  original  sys- 
tem. Whereas  the  latter  offers  just  8 
movies  at  any  one  time,  On  Com 
mand  can  offer  60.  With  Spectradyne 
each  movie  starts  at  a  scheduled  time 
with  On  Command  it  starts  whcnevcij 
the  viewer  wants  it  to.  Both  service: 
are  based  on  a  bunch  of  vcRs  situatcc 
in  the  basement  of  a  hotel.  But  instcai 
of  Spectradyne's  8  vcrs.  On  Com 
mand  uses  more  like  200. 

On  Command's  advantage  has 
technological  foundation,  it  is  basct 
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Will  the  assets? 


Families  live  on.  Unfortunately,  the  same  doesn't  always  hold  true  for  their  wealth.  The 
point  is,  as  the  family  tree  grows,  so  must  the  assets.  Which  is  why  a  central  part  of  private 
banking  at  Morgan  is  something  we  call  Generational  Planning.  A  unique  planning  process 
that  combines  our  fiduciary  expertise  with  our  global  investment  capabilities.  Enabhng  you 
and  a  team  of  family  advisors  to  tailor  creative  vehicles  for  growing  and  transferring  your 
assets  efficiently  from  one  generation  to  the  next.  The  most  important  aspect?  Morgan  will 
be  there  from  one  generation  to  the  next.  If  you  have  assets  of  $5  million  or  more,  call 
Richard  B.  Jones  at  (213)  489-9354  or  call  George  W.  Rowe  TTl  l%/|'^^-l^fVO  W^ 
at  (415)  954-3200,  J.R  Morgan  California.  Private  Banking    J  "  iVllJI  ^dli 
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Spectradyne 

upon  an  electronic  switch  developed 
by  Fenwick  and  Snyder  that  allows 
them  to  direct  one  particular  movie  to 
one  particular  room.  To  order  a  mov- 
ie, guests  screen  on  their  TV  a  list  of  60 
titles,  which  are  available  right  then. 
No  more  waiting  for  a  movie  to  start, 
or  missing  it  because  it  has  already 
begun  playing.  When  all  the  copies  of 
a  popular  movie  are  being  used,  its 
title  disappears  from  the  menu.  "This 
is  like  fast  food,"  Snyder  says.  "We're 
giving  the  customer  what  he  wants 
right  now." 

No  surprise,  then,  that  one  in  five 
hotel  guests  order  an  On  Command 
movie,  ofi:en  double  the  number 
where  Spectradyne  is  the  provider. 
That  doubles  the  take  for  the  hotel, 
which  gets  80  cents  (10%)  of  the 
typical  $8  fee  per  movie,  and  ditto  for 
the  movie  studio  ($3.20,  or  40%). 

Making  things  even  tougher  for  SPI, 
On  Command  is  being  backed  by  a 
partner  with  deep  pockets.  Over  the 
last  year  and  a  half,  Comsat  Corp.,  the 
big  Washington,  D.C. -based  satellite 
concern,  has  invested  $40  million  for 
a  66%  stake  in  On  Command.  (Com- 
sat's own  satellite-based  hotel  movie 
service  has  been  a  disaster,  leading  it 
to  write  off  over  $100  million  since 
entering  the  business  in  1984.) 

Imitation  is  the  sincerest  form  of 
flattery.  In  1990  SPi  rolled  out  a  mov- 
ies on  demand  system  using  a  robotic 
arm  to  snatch  the  videotapes.  It  can 
take  several  minutes  to  start,  however, 
and  the  arm  has  a  tendency  to  break 
down.  SPI  is  testing  a  service  similar  to 
On  Command's.  On  Command  and 
SPI  are  suing  each  other,  alleging  in- 
fringement of  patents.  Meanwhile, 
LodgeNet  Entertainment,  a  privately 
held  Sioux  Falls,  S.D  firm,  has  also 
developed  a  service  similar  to  On 
Command's  and  has  won  a  preferred 
provider  status  with  Sheraton,  a  major 
Spectradyne  account. 

Though  On  Command  is  still  tiny 
(it  took  in  just  %7 .7  million  in  reve- 
nues last  year),  it  has  been  snatching 
prime  customers  from  SPI.  In  addition 
to  Hilton,  Marriott  has  been  convert- 
ing at  a  rate  of  two  or  three  properties 
per  week.  On  Command  is  providing 
movies  in  such  deluxe  digs  as  the  Ritz- 
Carlton  and  Fairmont  chains.  Spec- 
tradyne executives  now  say  they  ex- 
pect much  of  their  fijture  growth  to 
come  from  overseas.  Hi 
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CarcJinal  Distribution's  Bob  Walter 
walkeci  away  from  what  could  have  been 
a  lovely  acquisition. 

It's  my  money 


By  Reed  Abelson 

Last  June  Robert  Walter  thought  he 
had  found  the  perfect  acquisition  for 
his  Ohio-based  Cardinal  Distribu- 
tion, Inc.,  a  $1.6  billion  (sales)  drug 
wholesaler.  The  price  was  a  cool  $250 
million,  but  the  fit  was  near  perfect. 
The  only  problem  was  that  one  of 


Walter's  biggest  competitors  was  will- 
ing to  pay  even  more  for  the  acquisi- 
tion. When  the  bidding  got  too  rich, 
Walter  simply  walked  away.  "I'm 
reaching  in  my  pocket,"  says  the 
chairman  and  chief  executive,  point- 
ing out  that  he  owns  19%  of  Cardi- 


Robert  Walter,  Cardinal  Distribution's  chief  executive 

"You  mean  to  tell  me  we  can't  make  more  money  than  we  did  in  the  past?' 
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To  start  building  a  car,  or  anything  else  today,  you  need  more  than  designs 
and  determination.  You  need  a  freight  transportation  partner  you  can  rely  on. 
One  with  proven  ability  to  deliver  the  right  product  at  the  right  time.  A  partner 
like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in  industries 
ranging  from  automobiles  to  aerospace,  computers  to  retailing.  That  means 
playing  a  vital  role  in  Just-In-Time  manufacturing,  inventory  management  and 
distribution.  It  means  dedicating  ourselves  to  increasingly  sophisticated  levels 
of  communication,  and  providing  the  flexibility  to  make  your  business  more 

competitive.  But  above  all,  it  means  truly  understanding 
and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company,  v^e  satisfy 
customers  by  offering  the  most  complete  range  of  cus- 
tomer focused  services  in  the  industry  All  supported  by 
unmatched  shipping  management  systems,  by  CF  EXCEL, 
our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  custonicrs. 
Let  us  give  your  company  a  head  start. 
Because  at  CF  MotorFreight,  we  don't  just  help 
build  products.  We  help  build  businesses  and  keep 
them  growing. 


COnSOLIDnTED  FREIGHTlUnVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companq 


CF  MotorFreight,  a  CF  Company.  Our  intermediate  and  long-haul  LTL  motor  carrier. 


Cardinal  Distribution 


Bigger  is  better 

Company/headquarters 

1992 

revenues     market 

($bil)        share 

revenues 
{$bil) 

-1993 

market 
share 

growth 
rate 

Fiscal  1992- 

operating 

margin 

Price/ 
earnings 

earnings 
{$mil) 

ROE 

McKesson/San  Francisco 

$10.1 

25% 

$11.3 

25% 

12% 

$-78 

2.1% 

.NM 
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Bergen  Brunswig/Orange,  Calif. 

6.4 

16 

8.0 

18 

25 

53   . 

2.1 

12.5% 

11 

FoxMeyer/Dallas 

4.1 

10 

5.0 

11 

21 

37.8 

2.0 

8.0 

87 

AIco  Health/Valley  Forge,  Pa. 

3.5 

9 

4.0 

9 

14 

1 

2.1 

NM 

NA 

Bindley  Western/Indianapolis 

2.9 

7 

3.3 

7 

15 

13 

1.1 

12.0 

8 

Whitmire/Folsom,  Calif. 

2.3 

6 

2.6 

6 

12 

NA 

NA 

NA 

NA 

Cardinal/Dublin,  Ohio 

2.0 

5 

2.5 

6 

25 

25 

3.2 

12.3 

15 

Figures  for  revenues,  market  share  and  growth  rates 
Source:  Wheat  First  Securities. 

are  estimates  for  calendar 

years.    NA: 

Not  available 

NM:  Not  meaningful. 

The  seven  largest 
drug  wholesalers 
now  control  78%  of 
the  $40  billion  mah 
ket.  The  consolida- 
tion continues. 


nal's  23  million  outstanding  shares. 
"That  sets  the  standard:  Am  I  [per- 
sonally] willing  to  pay  that  much.' 
That  creates  some  discipline." 

In  demonstrating  that  discipline, 
the  47-year-old  Walter  clearly  sets 
himself  apart  from  those  executives 
who  are  willing  to  pay  almost  any 
price  for  market  share. 

By  acquiring  Alabama-based  Durr- 
Fillauer  Medical,  Walter's  Cardinal 
could  have  added  important  south- 
eastern markets  to  its  existing  net- 
works in  the  Northeast.  Durr  was  well 
run  and  profitable,  and  Walter  had 
known  the  management  for  years. 
"We  were  looking  at  a  home  run," 
remembers  David  Bearman,  Cardi- 
nal's chief  financial  officer.  "It  would 
give  [us]  S800  million  to  $1  billion  in 
revenues  in  one  shot." 

But  that  shot  was  heard  by  Bergen 
Brunswig  Corp.,  another  big  drug 
wholesaler,  also  eager  to  expand  in 
the  Southeast.  A  bitter  bidding  war 
broke  out.  By  September  Bergen  was 
offering  roughly  S450  million  for 
Durr  and  its  medical  equipment  busi- 
ness. Walter  said,  "So  long." 

Not  that  Walter  isn't  eager  to  ex- 
pand. In  the  wholesale  drug  industn' 
most  small  companies  have  either 
gone  out  of  business  or  been  ac- 
quired; the  seven  largest  now  control 
78%  of  the  estimated  $40  billion 
market  (see  table).  Even  that  number 
may  shrink  if  the  more  highly  lever- 
aged of  the  seven,  Alco  Health  and 
Whitmire,  turn  to  financially  stronger 
partners. 

In  this  consolidation  phase,  Cardi- 
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nal,  once  a  small  wholesaler  itself,  has 
been  one  of  the  leaders.  Walter  took 
over  the  company  in  1971,  when  he 
was  just  26,  a  mechanical  engineer 
with  a  degree  from  Har\'ard  Business 
School.  "Knowing  what  I  know  now, 
I  didn't  know  what  I  was  doing," 
Walter  says.  "But  it  worked."  One  of 
his  first  mo\'es  was  to  fire  the  compa- 
ny's 58-year-old  president,  who  re- 
sisted Walter's  expansionist  ideas. 

In  the  early  1980s  he  started  mak- 
ing acquisitions  on  a  highly  decentral- 
ized basis.  "The  kings  in  our  company 
are  the  guys  out  there  running  their 
fiefdoms,"  says  Walter. 

He  looks  only  for  well-run  compa- 
nies with  managers  willing  to  stay  on. 
He  won't  acquire  companies  that 
need  lots  of  fixing.  Walter  recalls  talk- 
ing to  the  owner  of  one  firm  for  more 
than  nine  years  before  he  was  able  to 
buy  the  outfit.  "He  built  the  business 
into  what  I  thought  the  business 
ought  to  be,  and  I  paid  more  for  it.  In 
theory,  it  cost  me  money,  but  he 
delivered  something  of  more  value. 
By  the  time  I  got  it,  it  was  mostly 
fixed,"  he  says. 

The  theor}'  behind  all  this  is  simple 
and  sound.  By  expanding,  Cardinal 
can  spread  overhead  over  a  far  larger 
base;  by  keeping  local  managements, 
it  succeeds  in  keeping  the  entrepre- 
neurial spirit  alive  and  ensures  that 
managers  know  their  markets.  Says 
Ben  Hxley  IV,  whose  family  sold  to 
Cardinal  in  1990:  "He's  improved 
earnings,  yet  he's  allowed  Exleys  to 
continue  to  manage  that."  tixley  says 
the  family  didn't  seriously  consider 


selling  to  anyone  else. 

What  now,  with  Durr  lost  to  the 
competition?  "We  have  plenty  of 
choices,"  Walter  insists.  "It  isn't  like, 
'Okay,  we  didn't  get  Durr,  now  w  c 
have  to  rev  the  engine  back  up  and 
start  talking  to  other  people.'  I've 
been  working  at  this  for  13  years, 
talking  to  people  in  the  industry. 
There  are  not  that  many  companies.  I 
know  ever)'  one  of  them." 

Even  though  he  lost  Durr,  he  man- 
aged to  snatch  away  five  Durr  manag- 
ers as  well  as  get  a  good  look  at  the 
region.  Cardinal  plans  to  start  a  re- 
gional division  in  Florida  from 
scratch — the  first  time  it  hasn't 
bought  an  operation  to  enter  a  new 
market. 

Cardinal's  specialt}'  is  ser\'ing  inde- 
pendent drugstores  fighting  to  sur- 
vive against  competition  from  chains. 
It  provides  them  services  that  make 
them  more  efficient,  like  volume  dis- 
counts, for  example,  and  an  inventory' 
management  system. 

It  works.  Cardinal  has  doubled  its 
earnings  o\'er  the  last  two  years,  from 
almost  $13  million  to  $25  million, 
$  1 .26  a  share  for  fiscal  1992.  Over  the 
same  period,  revenues  have  almost 
doubled,  to  $1.6  billion.  Return  on 
equit>'  is  a  pleasing  12.3%. 

So  what  if  that  juicy  acquisition  got 
away.'  "I've  operated  with  no  market 
position,  no  capital,  and  we're  sitting 
here  now  with  a  terrific  market  posi 
tion,  a  great  reputation,  we  can  access 
capital,"  he  says.  "You  mean  to  tell 
me  we  can't  make  more  money  than 
we  did  in  the  past.'"  Bi 
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his  view  of  the  earth  is 
actually  a  composite  of 
more  than  2,000  cloudless 
images,  collected  by  sev- 
eral orbiting  satellites,  and 
carefully  assembled  by  a 
hand-picked  team  of 
experts. 

One  of  today's  most 
respected  global  money 
ijianagers,  G.T.  Global, 
uses  a  similar  system  to 
produce  a  clear  view  of 
world  markets  for  invest- 
ment decision-making. 

Instead  of  satellites, 
G.T.  Global  relies  on 
investment  teams  located 
in  London,  Hong  Kong, 
Tokyo,  Singapore,  Sydney, 
and  San  Francisco. 


Team  members  speak 
the  local  languages  and 
understand  the  local  busi- 
ness and  accounting 
practices,  so  they  have  a 
strong  advantage  when 
interviewing  local  exec- 
utives on  company  visits. 

Each  regional  team  also 
has  a  unique  perspective 
on  the  world  economy, 
which  G.T.  Global  assem- 
bles into  a  single,  clear 
view  of  global  economic 
trends. 

Because  of  this  clear  view 
of  the  world,  G.T.  Global 
can  make  uniquely  inform- 
ed investment  decisions 
on  six  continents-from 
infrastructure  projects  in 


South  China,  to  newly 
privatized  telephone  util- 
ities in  Latin  America,  to 
export-oriented  technology 
firms  in  the  U.S.,  or  the 
bond  markets  in  France, 
Spain,  and  the  U.K. 
When  you  invest 
globally,  invest  with  a 
company  that  has  a  clear 
view  of  the  entire  woiid, 
from  Hong  Kong  to 
London  to  San  Francisco. 
Invest  with  the  experts  at 
G.T.  Global. 


G.T.  GLOBAL 


1  -800-824-  1  580 


LONDON 


HONG   KONG 


SINGAPORE 


TOKYO 


SYDNEY 


SAN   FRANCISCO 


Bennett  LeBow  is  investing  in  Russian 
companies  these  days.  Will  he  have 
better  luck  than  in  the  U.S.? 

Blo\>«ing  smoke 


By  Riva  Atlas 

Fisher  Island,  Fla. -based  financier 
Bennett  LeBow  appears  to  have  the 
reverse  Midas  touch:  Most  of  the 
deals  he's  done  have  been  a  bust. 

LeBow  acquired  once  majestic 
Western  Union  Corp.  in  1987.  Now 
called  New  Valley  Corp.,  it  has  not 
paid  interest  or  principal  on  $304 
million  of  its  debt  since  April  199L 

His  1985  computer  deal,  mai  Sys- 
tems Corp.,  has  been  in  default  on 
$117  million  in  debt  since  late  1992. 

SkyBox  International  Inc.,  a  sports 
trading  card  company  started  in 
1989,  flounders,  its  revenues  down 
almost  50%  in  the  first  nine  months  of 
1992,  to  $65  million. 

LeBow  did  have  one  truly  success- 
ful deal,  but  even  that  now  seems 
fouled  up.  In  1986  he  acquired  Lig- 
gett Group  Inc.,  a  $620  million 
(1991  sales)  cigarette  company,  from 
Grand  Metropolitan  Pic.  Liggett 
flourished  in  the  1980s  because  it  was 
first  to  develop  lower-priced,  generic 
brands.  Last  year  generics  accounted 
for  over  30%  of  the  cigarette  market, 
compared  with  1%  only  ten  years  ago. 

Unfortunately  for  Liggett,  in  the 
1990s  industry'  giants  RJR  Nabisco 
and  Philip  Morris  entered  the  dis- 
count business.  Liggett's  share  of  the 
generic  market  fell  to  7%  last  year, 
from  12%)  in  1990,  according  to  John 
Maxwell,  who  studies  such  things  for 
Wheat  First  Securities.  Its  sales  leveled 
oft'  at  $469  million  for  the  first  nine 
months  of  1992,  a  tiny  increase  from 
the  previous  year,  and  its  cash  flow 
declined  to  $38  million,  compared 
with  $57  million  for  the  comparable 
period  the  year  before. 

LeBow  can  ill  afford  to  have  Lig- 
gett slip.  Brooke  Partners,  L.P., 
which  is  what  LeBow's  major  holding 
company  was  called  in  1988,  sold 
$300  million  in  junk  bonds  that  year. 
With  three  ventures  in  trouble,  divi- 


dends from  Liggett  weren't  enough 
to  pay  interest  on  Brooke's  debt. 

In  desperation,  in  1990  LeBow 
merged  Brooke  Partners  with  Liggett 
Group,  which  he  had  renamed 
Brooke  Group  Ltd.,  gaining  access  to 
more  of  the  cigarette  manufacturer's 
cash-rich,  low-debt  balance  sheet. 
Liggett's  public  shareholders  weren't 
happy.  To  calm  them,  LeBow  gave 
them  contingent  value  rights,  one  for 
each  publicly  traded  old  Liggett 
share.  These  weird  pieces  of  paper 
guarantee  that  the  stock  would  rise 
from  $12  at  the  time  of  the  merger  to 
an  estimated  $19.44  by  November 
1993.  If  it  failed  to  so  rise,  LeBow 
would  redeem  the  rights  for  the  dif- 
ference between  the  guaranteed  price 


Brooke  Group's  Bennett  LeBow 
Hoping  for  a  miracle. 


and  the  market  price. 

Early  last  year  the  Liggett  subsid- 
iary sold  $150  million  in  11. 5%  senior 
secured  notes.  LeBow  used  some  $80 
million  to  make  interest  payments  and 
to  buy  back  high-interest  debt.  In  all, 
LeBow  moved  $166  million  from 
Liggett  to  the  holding  company  last 
year.  At  the  time,  Liggett  was  more 
than  capable  of  handling  the  addi- 
tional debt:  It  covered  interest  pay- 
ments about  four  times. 

But  LeBow  also  spent  around  $30 
million  on  a  marketing  ploy.  He  shift:- 
ed  emphasis  from  generics  back  to 
Liggett's  old,  regular-priced  smokes, 
including  Chesterfield,  Lark  and  Eve. 
Volume  increased  12%  for  the  three 
full-priced  brands  in  1992,  according 
to  Mark  Neuner,  head  of  high-yield 
research  at  Jefteries  &  Co.,  Liggett's 
investment  banker.  But  the  campaign 
included  hea\y  discounting,  so  its  im- 
pact on  Liggett's  cash  flow  won't  be 
clear  until  later  this  year. 

Many  of  the  original  Brooke  Part- 
ners junk  bonds  ($221  million  now 
outstanding)  trade  below  50  cents  on 
the  dollar.  Brooke  Group  has  only  an 
estimated  $30  million  in  cash  on  its 
balance  sheet,  and  it  faces  about 
$  16.5  million  in  interest  payments  on 
its  debt  on  Apr.  1,  with  another  $16.5 
million  due  in  October. 

LeBow's  troubles  mount.  In  No- 
vember the  contingent  value  rights 
expire.  Brooke  Group  stock  recently 
traded  at  1%.  Unless  it  improves  sub- 
stantially, LeBow  could  face  claims  of 
$60  million  from  the  former  Liggett 
minority  shareholders.  The  contin- 
gent rights  recently  fetched  10  on  the 
New  York  Stock  Fixchange. 

A  miracle  could  happen:  In  1990  a 
jur>'  awarded  Liggett  $149  million  in 
a  pricing  dispute  with  Brown  &  Wil- 
liamson Tobacco  Corp.  The  judge  sot 
aside  the  jur)''s  verdict,  and  the  Su 
preme  Court  was  scheduled  to  hear] 
Liggett's  appeal  this  month.  But  e\en[ 
if  it  decides  in  Liggett's  fwor,  Liggett] 
IS  unlikely  to  see  any  cash  soon. 

What  does  LeBow  have  to  sa) 
about  all  this?  His  hirelings  say  he  isj 
unavailable.  He  was  recently  travelinj 
in  Russia,  where  he  spent  $12  millionj 
on  at  least  six  companies.  These  in- 
clude such  busines.ses  as  cigarette 
manufacturing  and  commodities. 

Maybe  the  bondholders  will  acce|iij 
rubles. 
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IT  COMFORTS  YOU  WITH  A 
SUPPLE  RIDE,  SOFT  LEATHER  AND 
LIGHTNING  SAFETY  REFLEXES. 

Physical  comforts  and  pleasures  abound  in  the  Mitsubishi 
Diamante  LS.  But  there  is  another,  deeper  source  of 
comfort  to  be  enjoyed  as  well— the  confidence  and  peace 
of  mind  inspired  by  the  car's  comprehensive  safety  network. 

Driving  on  a  slick  road  surface,  you  can  brake  hard  with 
confidence,  knowing  that  an  ABS  system  helps  to  prevent 
wheel  lock-up  and  thus  preserves  steering  control. 

If  either  drive  wheel  begins  to  slip,  the  TCL'"  Traction 
Control*  system  will  immediately  intervene  to  restore 
traction.  Or,  if  you  accelerate  through  a  turn  too  fast, 
the  TCL  system  will  automatically  modulate  engine 
power  to  help  you  get  through  safely. 

As  a  further  safeguard,  the  standard  driver-side  air  bag  is 
set  to  deploy  instantly  in  a  frontal  collision,  supplementing 
the  protection  of  your  seatbelt.  While  the  car's  chassis  gradual- 
ly absorbs  impact,  cushioning  the  rigid  passenger  safety  shell. 

Knowing  all  this,  you  naturally  feel  more  secure.  A 
feeling  that,  to  Mitsubishi's  way  of  thinking,  is  essential  to 
the  enjoyment  of  a  luxury  car.  See  for  yourself.  Visit  a 
Mitsubishi  Motors  Dealer  and  test  drive  the  Diamante  LS. 
Call  1-800-447-4700  for  a  Dealer  near  you. 
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In  the  Wall  Street  of  the  1990s  stocks  and  bonds  are  sidelines; 
futures,  options  and  swaps  are  the  real  action.  The  so-called 
derivatives  are  transforming  the  way  capital  is  raised, 
money  is  managed  and  fortunes  made. 

The  age  of 
digitju  capitalism 


By  Robert  Lenzner  and  William  Heuslein 

Boeing  Co.  has  a  lot  of  German 
fans.  Seeing  this,  Salomon  Brothers 
just  executed  a  crafty  arbitrage  that 
will  give  it  a  nearly  foolproof  profit. 

On  Mar.  9  Salomon  sold  warrants 
in  Frankfurt,  giving  holders  the  right 
to  buy  Boeing  common  at  35  anytime 
in  the  next  two  years.  Price  of  each 
warrant,  9  deutsche  marks,  or  $5.40. 
So  where  did  Salomon  get  the  war- 
rants.^  Boeing  hasn't  issued  any.  In- 
stead, the  investment  bank  created 
the  security  out  of  thin  air,  hedging 
itself  by  buying  shares  of  Boeing  and 
also  buying  unlisted  puts  from  a 
source  it  won't  reveal. 

The  net:  Solly  is  short  a  warrant, 
long  the  stock  and  long  a  put.  Profit: 
dividends  on  Boeing,  plus  the  spread 
between  the  warrant  price  and  the  put 
cost,  minus  financing  costs. 

Welcome  to  the  action-filled  world 
of  derivative  securities,  where  people 
in  their  30s  are  pulling  down  annual 
incomes  in  the  millions,  where  big 
brokerage  houses  are  maldng  record 
profits  and  where  corporations  are 
learning  to  borrow  long  term  while 
paying  short-term  interest  rates. 

Derivatives  are  any  securities  that 
are  not  conventional  stocks,  bonds 
and  mortgages,  but  abstractions  of 
certain  features  of  stocks  and  bonds. 
The  category  includes  options,  fu- 
tures, synthetic  securities  and,  in  the 
broadest  sense,  mortgage -backed  in- 
struments that  are  entitled  only  to 
certain  portions  of  the  interest  or 
principal  thrown  off  a  mortgage  pool. 

This  sort  of  thing  is  all  a  bit  convo- 
luted, and,  to  the  old-timers  on  Wall 
Street,  bewildering.  But  it's  second 
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nature  to  the  new  crowd  of  mathe- 
matically adept  traders  taking  over  the 
U.S.  capital  markets.  Do  you  want  a 
hedge  that  makes  your  Ginnie  Mae 
portfolio  act  like  a  Treasury  bill."  Or  a 


securit)'  that  performs  as  well  as  the 
German  stock  market  yet  incurs  no 
German  withholding  taxes?  Or  a  way 
to  turn  your  corporation's  fixed-rate 
debt  into   floating-rate   debt."   Wall 


Gary  Gastineau,  manager  of  risk  management  research,  Swiss  Bank  Corp. 

You  find  two  willing  counterparties,  and  he'll  find  a  way  to  swap  their  risks. 
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Street  is  ready  to  help. 

At  the  ready  for  any  investor's  and 
any  borrower's  needs  stands  a  deep 
market  in  manufactured  securities: 
options,  futures,  interest-rate  swaps, 
currency  forwards,  options  on  fu- 
tures, even  options  on  swaps — called 
swaptions,  of  course. 

This  is  digital  capitalism,  done  not 
in  countinghouses  but  humming 
along  on  Sun  Microsystems  worksta- 
tions. Old-fashioned  plain  vanilla 
stocks,  bonds  and  mortgages  are  for 
the  fogies.  The  action  focuses  on 
computerized  financial  instruments 
that  didn't  exist  a  few  decades  ago. 

Derivatives  are  revolutionizing  cor- 
porate finance.  Derivatives  enable  as 
many  as  three-fourths  of  all  corporate 
bond  issuers  today  in  the  Eurodollar 
market  to  swap  their  obligations  into 
floating-rate  debt,  thereby  giving 
them  all  the  advantages  of  long-term 
capital  while  they  pay  low  short-term 
interest  rates. 

Three  partners  of  Goldman,  Sachs 
who  manage  departments  that  spe- 
cialize in  derivatives  trading,  Mark 
Winkelman,  Jon  Corzine  and  David 
Silfen,  are  among  the  highest-earning 
•partners  there.  Goldman  won't  say 
"how  big  their  pot  was,  but  to  get  an 
idea,  note  that  Goldman's  profits  last 
year  averaged  $8 -million-plus  for 
each  of  161  partners.  At  least  40%  of 
Goldman's  $1  billion  in  trading  prof- 
its last  year  were  in  some  way  a  fonc- 
tion  of  derivative  use. 

Without  derivatives  George  Soros 
and  other  currency  speculators  could 
not  have  marshaled  the  buying  power 
to  overwhelm  Europe's  central  banks 
last  fall.  Using  derivatives,  a  legion  of 
young  money  managers  are  surging 
to  the  fore,  taking  huge  risks  and 
earning  almost  incredible  returns. 

Monroe  Trout  Jr.  wrote  his  Har- 
vard College^  ('84)  thesis  on  stock 
index  fijtures^-and  went  into  the  world 
to  practice  what  he  had  preached.  He 
had  concluded  that  trading  is  poten- 
tially more  profitable  than  investing 
for  the  long  term  and  that  derivatives 
offer  an  efficient  means  for  trading.  A 
pioneering  and  somewhat  typical  de- 
rivatives magnate.  Trout,  at  31,  man- 
ages more  tlian  a  half- billion  dollars — 
and  shares  with  his  fellow  managers 
the  22%  performance  fee  charged  to 
clients.  In  the  pursuit  of  small,  fast, 
leveraged  gains,  the  fund  holds  as 
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Wall  Street  cuts  a  wider  swath 

NYSE  member  firm  revenues  (billions  of  1992  dollars) 
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Ratio  scale 


The  introduction 
of  listed  options 
in  1973  and 
of  stock  index 
futures  in  1982 
helped  fuel  a 
growth  era  on 
Wall  Street. 
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many  as  100  different  derivative  posi- 
tions at  once.  Last  year,  when  the 
Norwood  Index  of  publicly  traded 
commodity  fiinds  was  down  4.25%, 
Trout  was  ahead  21%. 

Trout  got  there  early,  but  he  isn't 
lonely.  The  Chicago  Mercantile  Ex- 
change alone  trades  $12  billion  of 
stock  index  fijtures  a  day,  nearly  dou- 
ble the  volume  of  real  stocks  traded 
on  the  Big  Board.  A  few  blocks  away, 
on  the  Chicago  Board  of  Trade,  fu- 
tures and  options  on  $12  trillion 
worth  of  U.S.  Treasury  paper  change 
hands  in  the  course  of  a  year. 

Derivative  instruments  were,  just  a 
few  decades  ago,  an  obscure  backwa- 
ter of  the  securities  business.  Put  and 
call  options — an  old  form  of  deriva- 
tive— have  existed  for  centuries.  But 
they  were  considered  faintly  disrepu- 
table. Today  they  and  other  more 
recent  derivatives  like  swaps  and  col- 
lateralized mortgage  obligations  are 
tranrforming  the  way  the  world's  cap- 
ital is  raised.  It  would  be  only  a  slight 
exaggeration  to  say  that  this  modern 
era  of  capitalism  is  as  great  a  transfor- 
mation as  was  brought  on  by  the 
acceptance  of  the  limited-liability  cor- 
poration more  than  a  century  ago. 

Computers  make  all  this  magic  pos- 
sible. Lacking  a  machine  like  a  Sun 
workstation — a  product  that  has  of 
late  become  a  Wall  Street  staple — 
Trout  wouldn't  have  his  lightning 
speed  and  low  spreads.  No  one  would 


attempt  to  carve  up  a  Fannie  Mae 
mortgage  pool  into  36  tranches  of 
different  maturities,  as  investment 
banks  like  Kidder,  Peabody  and  Bear, 
Stearns  routinely  do  now.  Nor  would 
traders  at  Swiss  Bank  Corp.  be  able  to 
accommodate  pension  fund  manag- 
ers who  want  to  instantly  convert  cash 
positions  into  the  equivalents  of  cor- 
porate bonds  or  stock  portfolios,  with 
only  a  fraction  of  the  usual  transaction 
costs  of  assembling  portfolios. 

"Virtually  any  cash  flow  stream  can 
be  swapped  for  another  cash  flow 
stream  these  days  as  long  as  a  willing 
counterparty  can  be  found,"  says 
Gary  Gastineau,  manager  of  risk  man- 
agement research  at  Swiss  Bank  Corp. 

By  using  derivatives,  institutional 
investors  can  keep  their  basic  portfo- 
lios in  CDS  or  Treasury  bills  while 
gaining  exposure  to  equities,  bonds 
or  mortgages.  Such  a  technique  cuts 
transaction  costs  and  shortens  turn- 
around time  for  asset  allocation 
funds,  which  are  constantly  shifting 
among  different  types  of  investments. 
Mutual  and  pension  fLinds  could  be 
fully  invested  in  favored  stocks  while 
hedging  against  a  bear  market  with 
index  options  or  futures — a  kind  of 
reversion  to  the  original  hedge  fund 
idea.  Or  a  superbullish  manager  could 
be  fiiUy  invested  in  stocks  while  using 
some  or  all  of  the  dividend  income  to 
leverage  his  bullishness  by  going  long 
index  options. 
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Digital  capitalism 

Think  of  all  this  as  an  adult  Nin- 
tendo game  with  big  dollar  signs  at- 
tached. Computers  are  a  necessary 
but  not  sufficient  condition  for  the 
changes  going  on  in  the  securities 
business.  The  other  half  of  the  expla- 
nation lies  in  economic  uncertain- 
ties— in  particular,  the  increasing  vol- 
atility' in  interest  and  exchange  rates. 
These  uncertainties  translate  into 
changing  tastes  by  the  end  users  of  the 
financial  services  industry,  tastes  that 
can  now  be  met  only  with  help  from 
fairly  complicated  derivatives. 

Let  the  doomsayers  decn' Business 
the  "casino  societ)'";  the  fact  is  ©^"^ 
that  traders  couldn't  make 
money  from  derivative  secu- 
rities if  there  were  not  a  pow- 
erful demand  for  the  finan- 
cial products  that  are  created 
with  them.  Is  it  a  "casino  so- 
ciety" that  lets  corporate  bond 
underwriters  use  Treasur)'  bond 
futures  to  hedge  their  inven- 
tories.^ If  they  couldn't  hedge, 
they  would  have  to  charge  higher 
markups  to  make  up  for  the  greateT 
risk  of  doing  business,  and  corporate 
borrowers  would  have  to  pay  more  for 
their  capital.  Without  financial  futures 
and  other  derivatives,  thrifts  would  be 
hard  pressed  to  hold  on  to  portfolios 
of  home  mortgages  without  endan- 
gering their  solvency.  Derivatives,  in 
short,  increase  the  liquidity  in  the 
capital  markets. 

There  are  big  bucks  in  liquidity,  to 
judge  from  all  the  traders  raking  off  a 
little  spread  from  these  complex 
transactions.  A  decade  ago,  what  we 
loosely  call  Wall  Street  absorbed  a  bit 
over  half  of  1%  of  gross  domestic 
product;  today  it  absorbs  a  full  per- 
centage point.  Much  of  that  gain 
comes  from  the  whole  range  of  prod- 
ucts called  derivatives. 

The  busiest  derivative  dens  are  run 
by  global  investment  and  commercial 
banks:  firms  like  Goldman,  Sachs, 
Credit  Suisse/CS  First  Boston,  Bank- 
ers Trust,  Morgan  Stanley,  Salomon 
Brothers,  Merrill  Lynch,  J. P.  Mor- 
gan, Societe  Generale  and  Swiss  Bank 
Corp.  Their  multibillion-dollar  capi- 
tals, high  credit  ratings  and  math- 
ematicians make  them  the  natural 
engineers  and  designers  of  digital 
capitalism. 

In  1993  these  giant  brokerage 
houses  sit  at  the  hub  of  a  global  bazaar 
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Let's  swap 

If  it  weren't  for  interest-rate  swaps,  many  borrowers  would  be  unhappily 
paired  with  lenders.  At  the  short  end  of  the  yield  curve,  the  unhappy 
couple  consists  of  commercial  bank  customers.  The  lender  might  be  a 
depositor  who  wants  quick  access  to  his  money.  The  borrower,  mean- 
while, might  be  a  small-business  owner.  She's  likely.to  get  stuck  with  a 
floating-rate  loan,  because  that's  how  the  bank  matches  up  its  assets  and 
liabilities— by  keeping  both  short  in  duration!^But  she  doesn't  want  to 
take  the  risk  that  her  interest  rate  will  someday  spike  upward. 


6.0% 


Farther  up  the  yield  curve  is  another 
unhappy  couple.  The  lender  could  be  an 
insurance  company  that  wants  to  sock 
its  money  away  at  a  fixed  rate  for  seven 
years  with  a  high-quality  borrower.  The 
borrower  might  be  a  bond  issuer  like  the 
Export-Import  Bank  of  Japan.  But  Exim 
Japan  is  not  happy.  It  would  rather  borrow 
at  a  floating  rate  starting  out  at  3%% 
than  at  a  fixed  rate  of  6^*%. 


4  5 

Years  to  maturity 


offering  an  infinite  number  of  cus- 
tomized products.  Bankers  Trust,  for 
example,  uses  derivatives  in  80  differ- 
ent worldwide  markets,  involving 
currency,  interest  rates  and  equities. 

The  big  investment  firms  both  exe- 
cute orders  for  customers  and  trade 
for  their  own  accounts.  Derivatives 
make  it  possible  to  earn  handsome 
markups  without  tying  up  ver\'  much 
capital. 

Although  the  investment  banks  can 
and  do  take  big  risks — witness  the 
$250  million  Salomon  Brothers  lost 
early  this  year,  reportedly  by  speculat- 
ing on  the  yield  curve — they  don't 
have  to.  They  can  make  money  either 
by  repackaging  financial  products  to 
make  new  ones  or  by  arbitraging  the 
ones  already  out  there. 

When,  for  instance,  J. P.  Morgan 
arranges  an  interest- rate  swap,  or  Kid- 
der, Peabody  carves  up  a  mortgage,  or 
Dreyfus  puts  together  a  new  "strate- 
gic" fund  that  will  be  pitched  as  the 
little  investor's  chance  to  get  in  on  the 
derivatives  market,  then  the  business 
is  repackaging. 

Arbitraging,  on  the  other  hand,  is 
the  business  of  exploiting  tiny  dis- 


crepancies between  markets.  Here's 
an  example:  Salomon  Brothers,  Mor- 
gan Stanley  and  other  U.S.  firms  have 
been  making  a  fortune  off  mispricings 
of  the  Nikkei  225  stock  index  future 
traded  in  Osaka  (see  chart,  p.  66). 
When  bullish  sentiment  sends  the  fii- 
ture  to  a  fat  enough  premium  to  spot 
prices  of  Japanese  stocks,  the  arbitrag- 
er shorts  the  fiiture  and  buys  the 
stocks.  When  the  future  comes  due,  it 
necessarily  converges  in  price  with  the 
stocks  in  the  index;  the  arb  pockets 
the  starting  spread  between  the  two, 
less  the  cost  of  financing  the  stock 
purchases. 

A  third  common  use  for  derivative 
is,  of  course,  speculation.  A  derivatiV( 
gives  a  speculator  tremendous  lc\'cr 
age.  By  laying  out  as  little  as  $1,000 
for  way-out-of-the-money  options,  .i 
speculator  could  control  as  much  as  i 
$1  million  worth  of  stocks,  bonds  or 
currencies.  George  Soros'  Quantum 
group  of  funds  last  fall  made  $1.5 
billion  by  betting  against  weak  cur- 
rencies like  the  pound  sterling  and  the 
lira.  In  a  world  without  derivatives — 
with  only  cash  exchanges  of  curren- 
cies— such  a  feat  would  scarcely  ha\c 
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been  possible.  The  speculators  would 
have  lacked  enough  capital  to  engage 
in  a  duel  with  central  banks. 

Some  client  servicing  contains  ele- 
ments of  both  packaging  and  arbi- 
traging.  Last  Sept.  30,  at  the  peak  of 
the  European  currency  turmoil,  hd 
International,  a  big  British  fund  man- 
ager, wanted  to  switch  its  assets  from 
the  German  and  French  stock  markets 
to  the  U.K.,  Swiss  and  Dutch  mar- 
kets. It  wanted  to  do  it  like  right  now. 
Goldman,  Sachs  bought  the  equity 
positions  in  the  stocks  hd  wanted  to 
sell  and  simultaneously  sold  to  HD 
stocks  the  money  manager  wanted  to 
buy.  Goldman  then  hedged  itself  as 
best  it  could  yvith  stock  index  futures 
in  markets  of  each  nation.  It  was  an 
intricate  and  possibly  risky  deal,  but 
HD  got  what  it  thought  it  needed,  and 
Goldman's  fee  was  approximately  1% 
of  the  $494  million  trade,  more  than 
any  institutional  trader  could  make 
merely  placing  a  buy  order  in  the  same 
shares. 

Are  derivatives  just  for  speculators 
and  tax  avoiders?  By  no  means.  Most 
derivative  customers,  says  Allen 
Wheat,    chief   executive    of   Credit 
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Suisse  Financial  Products,  are  laying 
off  risk.  The  biggest  hazard  for  many  a 
business  is  uncertainty  in  the  pricing 
of  its  raw  commodities  and  its  finished 
goods.  So  an  oil  refiner  will  lay  off  this 
risk  by  buying  oil  futures  and  selling 
gasoline  and  heating  oil  futures.  Or  a 
mortgage  banker  making  commit- 
ments to  home  buyers  will  simulta- 
neously make  offsetting  commit- 
ments in  the  Ginnie  Mae  fiitures  mar- 
ket. Or  McDonald's  Corp.  will  buy 
mark/dollar  forwards  and  options 
that  will  protect  it  if  currencies  shift 
and  the  cash  flow  it  makes  in  Germany 
converts  into  a  disappointing  number 
of  dollars.  Farmers  have  been  doing 
the  like  with  food  prices  ever  since  the 
Chicago  Board  of  Trade  opened  trad- 
ing in  corn  and  wheat  in  1848. 

Last  fall,  during  the  European 
monetary  breakdown,  "the  degree  of 
trauma  was  alleviated  by  derivatives, 
which  redistributed  risk,"  says  Credit 
Suisse's  Wheat.  Holders  of  Italian 
bonds  used  derivatives  to  take  most  of 
the  currency  risk  out  of  their  hold- 
ings. They  shorted  the  lira  against  the 
G-^rman  mark.  Profits  from  shorting 
the  lira  compensated  them  for  capital 


losses  incurred  when  the  lira 
bonds  became  worth  less  in 
terms  of  other  currencies. 

Some  derivatives  customers 
are  not  reducing  risk  but  rather 
walking  up  or  down  the  yield 
cur\'e.  This  gives  rise  to  the 
huge  market  for  interest- 
rate  swaps,  in  which  a  lend- 
er or  borrower  replaces  a 
floating-rate  obligation 
with  a  fixed-rate  one,  or 
vice  versa.  Thus,  for  ex- 
ample, McDonald's  Corp. 
needs  to  tie  down  medium- 
term  capital  to  build  outlets,  but 
it  wants  to  take  advantage  of  the  lower 
interest  rates  on  short-term  borrow- 
ings like  commercial  paper.  A  rate 
swap  gives  it  the  best  of  both  worlds. 
It  effectively  lets  McDonald's  turn  a 
fixed-rate  medium-term  borrowing 
into  an  adjustable-rate  loan  that,  at 
least  for  now,  carries  a  much  lower 
rate.  "Then  I  don't  face  the  risk  of 
turning  over  commercial  paper  dur- 
ing global  crises  like  the  Gulf  war," 
says  Carleton  Pearl,  treasurer  of 
McDonald's.  Pearl  says  he's  shaving 
as  much  as  300  basis  points  off  his 
funding  costs  through  interest  rate 
and  cross -currency  swaps. 

You  may  be  wondering:  If  McDon- 
ald's is  coming  out  ahead,  doesn't 
there  have  to  be  someone  coming  out 
behind?  Not  necessarily.  It  is  possible 
to  have  a  capital  market  with  four 
players,  all  of  whom  come  out  ahead 
with  a  rate  swap  (see  chart,  above). 
They  do  not  all  gain  in  the  sense  that 
they  all  increase  their  net  income  at 
the  same  time;  that  is  indeed  impossi- 
ble. But  the  rearrangement  of  obliga- 
tions could  leave  them  all  better 
matched  to  their  financial  goals — 
more  content,  if  you  will. 

Think  of  a  four-way  swap  as  spouse- 
swapping.  If  Mary  is  unhappily  mar- 
ried to  Sam  and  Sue  to  Michael,  it  is 
not  inconceivable  that  all  four  would 
be  happier  if  Mary  and  Sue  exchanged 
husbands.  The  switch  doesn't  in- 
crease the  number  of  married  couples, 
but  it  probably  does  increase  the  sum 
total  of  human  happiness. 

Consider  this  scenario.  A  hamburg- 
er franchisee  gets  his  capital  from  a 
commercial  bank  in  Chicago,  where 
he  can  borrow  only  at  a  floating  rate 
(say,  prime  plus  1%)  because  the  bank 
simply  can't  risk  loading  up  its  balance 
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sheet  with  any  assets  of  longer  dura- 
tion than  90  days.  Why?  Because  the 
bank's  liabilities — checking  accounts, 
for  example — are  of  very  short  dura- 
tion. A  checking  customer  does  not 
want  to  be  told  that  he  has  to  wait  five 
years  for  his  paycheck  to  clear. 

The  restaurateur,  meanwhile, 
would  much  prefer  the  safet}^  of  a 
fixed  rate  over  the  next  five  years,  even 
though  the  longer-term  loan  will  cost 
him  plent)'.  Indeed,  the  yield  cur\'e  is 
so  steep  these  days  that  seven-year 
Treasury  notes  yield  percentage 
points  rnore  than  six- month  T  bills. 


floating  rates.  Afiier  all,  this  company 
is  not  going  to  be  bankrupted  by  a 
sudden  jump  in  the  prime,  and  the 
yield  curve  is  so  abnormally  steep  that 
borrowing  at  the  short  end  is  irresist- 
ible for  borrowers  who  can  stomach 
the  risk. 

Solution:  rate  swaps,  mediated  by  ^ 
banks  or  securities  firms.  In  a 'rate 
swap,  no  principal  changes  hands,  just 
exposures  to  the  yield  curve.  The 
hamburger  outlet,  in  eflfect,  picks  up 
Exim  Japan's  obligation  to  pay  a  fixed 
rate  over  seven  years,  while  Exim  Ja- 
pan assumes  the  hamburger  oudet's 
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Arbitrage  profits  are  sometimes 
easy  to  come  by  in  Osaka  and 
Frankfurt — if  you  can  execute 
complex  trades  instantly.  When  the 
futures  are  cheap,  you  buy  them 
and  short-sell  shares  of  stock. 
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Calculation  of  neutral  price  for  futures  takes  into  account  the  cost  of  money  and  the  dividend  yield  on  stocks. '  Mispricing  of  nearest 
Nikkei  225  contract;  not  annualized  ^Mispricing  of  DAX  30  contract;  annualized.  Source:  Goldman,  Sachs  &  Co. 


That  steepness  translates  immediately 
into  a  similar  yield  curve  for  the  res- 
taurant owner:  He's  going  to  pay  a 
certain  spread  over  the  relevant  Trea- 
sury in  any  event.  He's  willing  to  pay 
the  extra  points  of  interest  to  avoid 
the  risk  that  the  prime  will  spike  up  to 
15%  and  bankrupt  him. 

Now  add  two  more  players  to  the 
drama:  a  bond  issuer  and  an  insurance 
company. 

The  bond  issuer  might  be  Export- 
Import  Bank  of  Japan.  Its  size  and 
prime  credit  quality  give  it  access  to  a 
credit  market  the  restaurant  owner 
doesn't  have,  namely,  publicly  traded 
seven-year  notes.  The  notes  are  fixed- 
rate  because  that's  what  Exim  Japan 
lenders — pension  funds  and  insur- 
ance companies,  for  the  most  part — 
want.  Exim  Japan's  treasurer,  howev- 
er, is  willing  to  take  a  chance  on 


floating- rate  exposure.  No  risk  of 
principal  is  involved  since  the  players 
are  swapping  only  streams  of  interest. 

The  range  and  possibility^  of  deriva- 
tives is  limited  only  by  the  speed  of 
computers  and  the  ingenuity  of  the 
human  mind.  Goldman,  for  example, 
does  a  thriving  business  playing  Ger- 
man stock  index  futures  against  Ger- 
man stocks,  and  one  big  reason  for  the 
availability  of  profitable  trading  op- 
portunities is  the  peculiar  German  tax 
structure.  The  tax  system  rewards 
German  investors-  for  holding  Ger- 
man stocks  while  penalizing  foreign- 
ers for  holding  German  stocks.  Yet 
both  Germans  and  foreigners  want 
international  diversification.  The 
mechanism  for  making  both  sets  of 
investors  happy  is  the  dax  30  Index 
fi.iture  traded  in  Frankfurt. 

A  German  corporation  that  doesn't 


particularly  want  to  own  shares  of 
other  German  companies  may  none- 
theless find  it  profitable  to  buy  $1 
million  worth,  then  hedge  away  the 
equit)^  exposure  by  shorting  $1  mil- 
lion worth  of  the  dax  30.  The  Ger- 
man shareholder  gets  the  tax  benefit 
that  flows  to  a  corporate  investor  but 
none  of  the  risk. 

Now  suppose  that  a  pension  fiind 
on  the  other  side  of  the  ocean  wants  to 
own  $1  million  of  German  stocks.  It 
can  profitably  lend  out  its  shares  to 
short-sellers  without  reducing  its  ex- 
posure to  the  German  stock  market. 

All  we  need  to  complete  the  loop  is 
a  middleman  like  Goldman.  It  bor- 
rows shares  from  the  U.S.  pension 
fiind,  promising  to  replace  them 
someday  and  to  reftind  lost  dividends. 
Goldman  sells  these  shares  to  Ger- 
mans who  want  to  be  record  owners 
but  don't  want  the  attendant  equity 
risk.  Those  German  holders  hedge 
their  purchases  by  shorting  dax  30 
fiatures.  Goldman  goes  long  the  fij- 
tures  at  the  same  instant  it  shorts  the 
German  stocks.  The  loot  to  be  divvied 
up  is  the  German  tax  benefit,  and  each 
of  the  three  players  gets  a  piece  of  it. 

To  a  degree  few  laymen  under- 
stand, the  world  banking  system  is 
waist-deep  in  derivatives.  As  middle- 
men, banks  depend  on  swaps  for  trad- 
ing income.  As  principals,  they  can  as 
readily  use  swaps  to  even  up  their  own 
balance  sheets.  For  instance,  a  year 
ago  Banc  One  Corp.,  the  nation's 
eighth-largest  commercial  bank,  had 
an  unbalanced  balance  sheet  with  li- 
abilities (like  term  CDs)  far  longer  in 
average  maturity  than  assets.  Richard 
Lodge,  the  Banc  One  senior  vice  pres- 
ident in  charge  of  fimds  management, 
could  have  cured  the  imbalance  by 
borrowing  short  term  and  using  the 
proceeds  to  buy  $12  billion  of  inter- 
mediate-term Treasur)'  bonds.  But 
that  would  have  leveraged  the  bank's 
balance  sheet.  So  Lodge  arranged 
swaps  in  which  his  bank  received  a 
fixed  rate  of  interest  and  paid  out  a 
floating  rate.  For  example,  Banc  One 
received  from  a  New  York  investment 
house  the  4.4%  rate  on  two-year  Trea- 
surys  plus  1  %,  for  a  total  of  5 .4%,  while 
Banc  One  paid  the  three-month  Lon- 
don Interbank  Ofl'ered  Rate  of  SW/o 
to  the  investment  bank. 

Trades  like  this  one,  nowhere  visi- 
ble on  the  Banc  One  balance  sheet, 


66 


Forbes  ■  March  29,  199.^ 


-< 


^^ 


# 


?7? 


T^ 


#  r 


^^. 


r  5  \  ' 


'<* 


^1 


-a. 


r>     -^ 


s  #°^'|  -^1 


»-:i,  ( 


indij.'v 


^s^^i^'^^^'o^  ■  ■  ...:q9<?^^  - 


o^^^ 


^;i 


%.     ^^^ 


lt\tja-    vj;,  o^     ^.  ^^ 


p^ 


"'^.'O'J  fB 


^0^^^- 


&.«^ 


*3<4'o/o 


,.'.^* 


■it  e' 


/7  r 


^.';>. 


.^^^^"V9oVf 


"We've  been  working  together 
for  twent}^  years  and  our 
relationship  couldrit  be 

better.     Tom  Brlsken,  EVP,  CFM  International 


Think  of  French  imports 
and  what  comes  to  mind? 

Champagne  and  wine. 
Perfume  Crystal.  Fashion. 

Ben  Franklin  might  have 
brought  these  things  back 
from  Pans  in  the  1770s.  And 
you  may  still  buy  them 
today,  in  France ...  or  at 
home,  in  American  stores. 

But,  these  celebrated 
symbols  of  creativity  arc  no 
longer  France's  leadmg 
exports  to  the  United  States. 
The  leading  exports  are 
efficient,  high  performance 
industrial  products  and 
technologies. 

Take  a  closer  look  at  the 
expanding  area  of  environ- 
mental technology.  France  has 
created  an  ultrafiltration 
process  that  helps  American 
municipal  water  systems  meet 
increasingly  stringent  water 
quality  regulations. 

A  solid  waste  treatment 
method  allows  for  the  com- 
posting of  municipal  trash  in 


an  average  of  just  28  days  plus 
curing. 


Membrane  filtration  water  treatment 
technology 


Jacksonville,  Florida  Skyway 

Oil  clean-up  techniques 
solve  lough  challenges  like  the 
Alaskan  oil  spill  in  1989. 

And  French  technology  is 
also  at  the  forefront  in  air,  sea 
and  land  transportation. 

The  TGV,  high  speed  trains, 
set  a  world  record  oi  320  mph, 
with  commercial  speeds  in 
excess  of  180  mph. 

French  airplane  engines 
power  aircraft  carrying  over 
600,000  passengers  around 
the  world  every  day. 

French  air  traffic  control, 
navigational  and  landing 
equipment  ensure  safer  passage 
for  American  air  travelers. 

French  shipyards  build  sea- 
going vessels  from  luxury  cruise 
liners  to  natural  gas  carriers, 
from  nuclear  submarines  lo  inno- 
vative pleasure  and  racing  boats. 


French  subway  cars  carry 
passengers  on  New  York  City's 
MTA  and  San  Francisco's 
BART. 

Fully-automated 
French  mass  transit 
control  systems  manage 
>|iB        the  Los  Angeles  and 
Washington,  D.C. 
subway  systems  and 
will  begin  operation  in 
Baltimore  in  1994. 

And  a  French 
"automatic  people 
mover"  now  operates  in  Jack- 
sonville, Florida  and  is 
ready  to  begin  service  this 
year  at  O'Hare  International 
in  Chicago -the  world's 
busiest  airport. 


Sunshine  Skyway  Bridge.  Tampa,  Florida 

America  takes  to  the  road 
with  French  designed  and 
produced  auto  components 
from  lights  on  the  outside  lo 
seats  on  the  inside  lo  many 
parts  under  the  hood. 

France  is  also  leading  in 
automotive  technologies: 


•  Parts  recyclability 

•  Electric  cars 

•  And  driver  guidance 
systems. 

Pioneering  in  medical 
research  is  another  French 
tradition: 

Pharmaceuticals  to  treat 
infectious  diseases,  cardio- 
vascular conditions  and  mental 
illness. 


Nuclear  medicine  images 
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Innovative  medical 
technologies  like  soundwave, 
microwave  and  radiation 
treatments. 

French  infrastructure 
technologies  are  building 
bridges  in  Hawaii  and  Florida 
and  many  cities  in  between . . . 
paving  roadways  across  the 
United  States . . .  and  providing 
interactive  road  signs  and 
systems  for  America's 
highways. 

State-of-the-art  computer 
technologies,  developed  m 
France,  offer  American 
cities  and  the  U.S.  mili- 
tary satellite  imagery  for 
weather  mapping  and 
mission  planning. 

Software  and  com- 
patible programs  allow 
industries  from  financial 
services  to  telecommu- 
nications greater  and  more 
flexible  access  to  stored  data 
and  information. 

Jet  engine 
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In  telecommunications,  the 
revolutionary  French  Minitel 
system,  finally  available  in 
several  U.S.  cities,  provides 
fingertip  access  to  information 
from  airline  schedules  to  stock 
market  fluctuations. 

Take  a  closer  look . . . 

France  is  America  s  fastest 
growing  investment  partner 

•  With  over  1500  subsidiaries 
m  the  U.S. 

•  Employing  over  340,000 
Americans 

•  Providing  technology 
transfer  across 
the  Atlantic. 


France.  A  strong,  long-term 
commitment  lo  the  Unned 
States. 

Trade,  partnerships,  joint 
ventures,  strategic  alliances. 

France  delivers! 

Take  a  closer  look  at 
doing  business  with  France. 
For  more  information  on 
companies  in  your  industry, 
call  1-800-525-FRANCE. 


Business 

Era  nee 


Technology    that    delivers 


Take  A  Closer  Look. 


< 


"Axyal  was  a  key  member  of  the  Bechtel  team,  providing  communications  and 

central  control  for  the  Los  Angeles  subway  system.  This  technology  is  such  an  important  part  of  a  transit  system.  When  the  system 

was  hooked  up,  everything  clicked'.' 

Ted  Lewis 

Engineering  Manager,  Communications 

Rail  Construction  Corporation  ,  *■ 

Los  Angeles  County  Transportation  Commission 


"A  key  benefit  of  our  Skyway  downtown  transit  system  is  its  reliability.  Matras 

automated  technology  has  provided  us  with  a  99.9  percent  on-time  performance  rate'.' 

Miles  Francis 
Executive  Director 
Jacksonville  Transportation  Authority 


"Technomed  is  on  the  cutting  edge  of  medical  technology.  Using  soundwaves 

and  microwaves  (currently  under  FDA  trials),  they  deliver  energy  to  a  highly  specifiedtarget  and  treat  kidney  stones  and  benign 
prostate  enlargement.  And  without  invasive  surgery!  It's  clearly  the  wave  of  the  future"." 

Dr  Kevin  Tomera,  M.D. 

Mayo  Clinic.  Jacksonville,  FL 


"They're  contmually  striving  to  make  things  better-and  they  do.  They've  bent  over 

backwards  for  us.  fa  recommend  them  in  a  second'.' 


Dennis  Hanselman.  Director 
Praineland  Solid  Waste  Facility 
Truman,  Minnesota 


T 

"If  JMl  told  us  they  would  have  a  particular  design  completed  by  a  certain  date,  ^f--| 

it  would  be  done.  The  entire  construction  schedule  for  this  project  depended  on  it  and  we  were  able  to  plan  accordingly'.'  ^mm 

Ross  Gilmour.  Project  Engineer 

SCI  Contractors,  inc./EE  Black,  Oahu,  Hawaii 


"'It's  good  enough  for  government'  isn't  acceptable  any  more.  In  the  public  sector,  we 

.  need  value-added  service  and  top  quality  products.  And  our  French  partners,  ELF  ASPHALT,  clearly  met  those  L    • 

1^^       demands  for  the  Indiana  Toll  Road'." 

l|^Bf^  John  Piraccini,  Director 

^^M*.  Indiana  Toll  Road 


"To  date,  American  satellite  imagery  technology  has  had  to  play  catch-up 

with  the  French.  And  that  competition  has  spurred  those  U.S.  companies  forward  to  match  tnc  French  challenge-led  by 
SPOT  IMAGE 

Richard  B.  Lacy 

Remote  Sensing  Manager 


>, 


South  Carolina  Land  Resources 
Conservation  Commission 


"France's  experience  in  videotex-Mmitel  information  services-is  second  to  none. 

They  know  the  technology  better  than  anyone  else  and  we  are  gaining  from  that  expertise.  We  have  an  ally  in  this  induslj 

that's  supreme'.' 

Denis  Stamaris,  Marketing  Manager 
US  WEST/Communitv  Link  Service 


Business 

Fra nee 


1-800-525-FRANCE  c/o  French  Trade  Commission,  810  Seventh  Avenue,  New  York,  NY  10019-5H 
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had  enormous  consequences:  The 
swaps  generated  some  $210  million 
of  aftertax  income,  or  27%  of  the 
bank's  $780  million  net  for  the  year. 

Does  it  all  sound  remote?  If  you 
have  a  home  mortgage  you  may  be 
close  to  the  action  without  realizing 
it.  Homeowners  have  created  huge 
demand  for  such  derivatives  as  collat- 
eralized mortgage  obligations 
(Forbes,  Mar.  1)  and  bond  options. 

Once  upon  a  time,  when  the  yield 
curve  was  a  bit  flatter  and  rates  were  a 
lot  more  stable,  homes  were  financed 
this  way:  Savers  would  deposit  small 
sums  in  banks,  thrifts  and  insurance 
companies,  and  the  financial  institu- 
tions would  invest  the  money  in  long- 
term,  fixed-rate  home  loans.  The  du- 
ration of  these  mortgages  was  fairly 
high  and  fairly  predictable. 

Then,  in  the  1960s,  came  interest- 
rate  fluctuations.  At  roughly  the  same 
time,  courts,  regulators  and/or  legis- 
lators decreed  that  lenders  could  not 
impose  prepayment  penalties  on 
homeowners  who  paid  ofi^  their  loans 
early.  The  crusaders  for  homeowner 
rights  probably  didn't  realize  it  at  the 
time,  says  George  Benston,  a  finance 
professor  at  Emory  University,  but 
they  were  thereby  injecting  a  manda- 
tory call  option  into  an  otherwise 
simple  debt  instrument.  How  so?  If 
interest  rates  fall,  the  homeowner  has 
the  option  of  paying  off  the  balance 
early  by  moving  or  refinancing.  If 
rates  rise,  he  sits  on  the  mortgage — 
and  enjoys  an  interest  rate  bargain. 

In  1993  you  scarcely  flick  on  the 
tube  before  some  well-coiffed  news- 
reader— probably  uncertain  exactly 
what  it  is  he  or  she  is  declaiming 
about — announces  such  and  such  a 
change  in  interest  rates.  Much  of  the 
public  watches  intently,  ready  to  refi- 
nance at  the  drop  of  150  basis  points. 
The  result  is  that  today's  mortgage 
has  no  ascertainable  life  span  and  has  a 
value  that  rises  and  falls  with  decreases 
and  increases  in  the  volatility  of  inter- 
est rates. 

A  mortgage  lender,  in  effect,  has  a 
long  position  in  a  long-term,  fixed- 
rate  bond,  coupled  with  a  short  posi- 
tion in  bond  calls.  That  strange  object 
doesn't  match  the  investment  needs 
of  any  ordinary  lender.  A  pension 
hind  or  insurance  company  wants  to 
invest  at  fixed  rates  over  long  terms.  A 
bank  or  thrift  wants  to  invest  at  \'ari- 


Richard  Lodge,  senior  vice  president,  Banc  One  Corp. 
Interest-rate  swaps?  This  bank  eats  its  own  cooiting. 


able  rates,  because  depositors  want 
variable  rates.  None  of  these  lenders 
has  any  particular  desire  to  take  short 
positions  in  call  options. 

How  can  lenders'  and  borrowers' 
desires  be  matched?  With  derivatives. 
A  fixed-rate  mortgage,  for  example, 
can  be  carved  up  into  slices,  or 
tranches,  so  that  most  of  the  slices 
behave  like  fixed-rate,  fixed-maturit)' 
bonds  of  various  maturities,  while  the 
undesirable  call  position  is  concen- 
trated in  a  high-risk  residual  slice  sold 
to  speculators.  Alternatively,  the  bank 
could  persuade  the  homeowner  to 
take  an  adjustable-rate  mortgage,  re- 
assuring him  with  a  lifetime  cap  on 
possible  rate  increases.  But  then  the 
bank  has  to  hedge  away  the  risk  em- 
bedded in  that  lifetime  cap.  Its  com- 
puters might  tell  it  to  do  that  by 
buying  an  out-of-the-money  put  op- 
tion on  Treasury  notes. 

You  can  no  more  stop  this  kind  of 
progress  than  you  can  stop  the 
changes  that  computers  are  working 
in  our  daily  lives.  New  derivatives  are 
being  invented  almost  weekly,  one  of 
the  most  promising  being  a  venture 
by  Richard  Sandor,  formerly  of  Kid- 
der, Peabody,  who  proposes  creating 
Q^rivatives  that  will  enable  insurance 


companies  to  parcel  out  risks.  The 
process  of  creating  this  synthetic  secu- 
rity is  only  in  the  early  stages. 

Don't  be  surprised,  however,  if  de- 
rivatives create  scandals  and  shocks. 
And  don't  think  that  the  politicians  of 
the  world  won't  try  to  "protect"  us  all 
from  their  consequences. 

A  1988  U.S.  Supreme  Court  deci- 
sion declared  that  losses  corporations 
suffer  on  their  hedging  transactions 
are  to  be  treated  for  tax  purposes  as 
capital  losses,  not  ordinar)^  losses.  So  if 
McDonald's  loses  money  shorting 
the  deutsche  mark  while  making  a 
little  more  than  expected  converting 
its  German  profits  back  into  dollars,  it 
may  not  be  able  to  offset  the  one 
against  the  other.  Capital  losses  can  be 
used  only  to  absorb  capital  gains, 
which  not  all  corporations  have  in 
plentifial  supply.  Wall  Street  is  lobby- 
ing desperately  to  get  the  decision 
overruled.  Fortunately  for  Wall 
Street,  more  than  a  few  of  its  luminar- 
ies cagily  moved  into  the  Clinton 
camp  last  year. 

There  is  the  larger  issue  of  whether 
Wall  Street  can  contend  with  all  the 
risks  created,  ironically,  by  this  grand 
movement  to  risk  control  via  deriva- 
tives. The  risks  are  daily  becoming 
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apparent.  Recently  a  trader  for  the 
Dutch  bank  ABN  Amro,  having  evi- 
dently bought  sterling  options  at  the 
peak,  has  been  indicted  for  trying  to 
hide  a  $70  million  loss.  What  horrors 
lie  tucked  away  at  other  banks  for 
auditors  to  uncover  too  late.^ 

iMoreover,  some  of  the  same  corpo- 
rate treasurers  who  now  look  like 
heroes  because  of  interest-rate  swaps 
that  enable  them  to  pay  short-term 
rates  on  longer-term  borrowings 
could  be  in  for  a  mighty  shock.  A 


sudden  spike  in  short-term  rates 
would  cost  them  dearly. 

Goldman  and  the  other  brokers  go 
to  great  lengths  to  limit  their  risks; 
Goldman  even  claims  that  a  simulta- 
neous default  by  all  of  its  swap  coun- 
terparties would  cost  the  firm  less 
than  a  month's  profits. 

Maybe  so,  but  Fischer  Black,  coau-*^ 
thor  of  the  Black-Scholes  option  formu- 
la of  1973  and  Goldman's  derivatives 
theorist,  concedes:  "We  can't  track  ev- 
erything perfectiy.  It's  a  never-ending 


task  to  identify  possible  glitches." 

Such  inevitable  explosions  will  pro- 
vide fiiel  for  the  critics  who  long  for  a 
simpler  varietv'  of  capitalism — or  for 
no  capitalism  at  all.  But  the  transfor- 
mation cannot  be  undone.  Nor 
should  it  be.  Mankind  would  not  have 
forgone  the  internal  combustion  en- 
gine and  all  the  benefits  it  has  brought 
even  if  it  had  known  that  far  more 
people  would  be  killed  in  car  acci- 
dents than  had  been  killed  by  runaway 
horses  and  overturned  buggies.      Hi 


A  piece  of 
the  action 


The  big  boys  trade  more 
stock  index  fixtures  than 
they  trade  stocks.  What 
about  small  investors.'  If 
you  don't  own  any  fii- 
tures,  are  you  missing 
something? 

Depends  on  what  you 
are  up  to.  If  you  want  to 
gamble  or  to  hedge  an  ex- 
isting portfolio,  stock  and 
bond  fiitures  can  be  quite 
handy.  But  they  usually 
don't  make  sense  as  a 
long-term  substitute  for  or- 
dinary' securities. 

For  the  gambler,  fij- 
tures  can  be  tantalizing. 
Someone  who  bought 
the  March  Treasury  bond 
futures  contract  the 
morning  before  President 
Clinton's  economic  pro- 
gram speech  would  be  sit- 
ting on  a  fat  profit  now. 
One  contract  calls  for  the 
purchase  of  $100,000  of 
bonds  of  a  specified  maturi- 
t^'  and  coupon.  You  can 
control  one  contract  with, 
say,  only  $4,000  of  mar- 
gin in  a  commodities  ac- 
count. With  interest  rates 
tumbling,  those  long 
bonds  have  appreciated 
4.5%,  so  you  could  have 
better  than  doubled  your 
money  since  Feb.  17. 


Of  course,  if  rates  had 
gone  the  other  way,  your 
equity  would  have  been 
wiped  out. 

Not  for  pikers.  Merrill 
Lynch  won't  even  let  you 
touch  fiitures  unless  you 
have  a  net  worth  of 
$250,000  and  an  income 
of  $50,000.  Discounter 
Charles  Schwab  won't 
take  the  order  at  all. 

What  about  investors 
of  substantial  means.'  Is  it 
better  to  own  $200,000 
of  Treasury  bills  plus  two 
bond  futures  than  to  own 
$200,000  of  T  bonds?  Not 
in  a  bull  market.  Profits 
on  futures  trades  are  tax- 
able at  year-end,  even  if 
the  positions  are  left  open, 
and  they  are  fiilly  taxable 
at  the  state  level.  Contrast 
the  lucky  fellow  who  buys 
a  wad  of  real  Treasury 
bonds  just  before  interest 
rates  go  down.  He  doesn't 
have  to  realize  a  capital 
gain  at  all;  he  can  simply 
collect  the  fat  coupons  for 
30  years — and  pay  no  state 
income  tax  on  them. 

If  you  do  want  to  invest 
in  derivatives,  maybe 
you're  better  off  letting  a 
mutual  fund  do  it  for  you. 
Some  have  used  fiitures 
and  options  very  effective- 
ly. The  Pimco  Total  Re- 
turn Fund,  for  example 
(Forbes,  Mar.  15),  has 
35%  of  its  portfolio  in  Trea- 
sury futures.  Because 
these  fiitures  can  be  traded 


more  cheaply  than  the 
cash  market,  they  are  ideal 
for  an  actively  traded 
fiind  like  this  one.  You  can 
buy  Pimco  direcdy,  with 
no  load,  for  a  minimum 
$500,000  investment,  or 
buy  in  small  amounts 
through  Schwab  and  pay 
a  small  fee. 

A  lot  of  fiinds  are  au- 
thorized to  use  fiitures  in  a 
pinch.  The  fund  manager 
could  meet  a  sudden  rush 
of  redemption  orders  by 
shorting  a  stock  index  fu- 
ture and  borrowing  cash. 
Then  he  wouldn't  have  to 
unload  thinly  traded 
stocks  at  distress  prices. 

Dreyfus  has,  since 
1987,  been  pitching  its 
Strategic  funds  as 
equipped  to  use  derivatives 
to  handle  any  kind  of 
market  condition.  Results 
have  been  mixed;  the  best 
of  the  lot  is  Dreyfus  Strate- 
gic Income,  up  an  aver- 
age 1 1 .6%  a  year  since 
1987. 

Fidelity's  four-year-old 
Asset  Manager  Fund,  a  no- 
load  flexible  portfolio 
fund,  uses  derivatives  to 
shuffle  holdings  between 
equities  and  fixed  income, 
or  shift  emphasis  from  the 
U.S.  to  foreign  markets. 
The  fund  is  under  the 
management  of  Robert 
Beckwitt,  a  34-year-old 
with  a  finance  degree  from 
MIT.  He  has  10%  of  the 
$4.3  billion  fund  in  deriva- 


tives, with  an  emphasis  on 
s&P  Midcap  futures.  Beck- 
witt says  middle -tier 
companies  should  outper- 
form the  big  companies. 
He  has  also  used  Euro- 
dollar futures  to  make 
bets  that  short-term 
interest  rates  would  fall 
worldwide. 

Banks  and  brokerage 
firms  have  begun  to  create 
low-risk  derivative  invest- 
ment products  for  high- 
net-worth  individuals. 
Bankers  Trust,  for  example, 
offers  a  CD  whose  interest 
is  in  effect  siphoned  off  to 
buy  options  on  the  s&P 
500  or  the  Nikkei  225.  You 
get  an  equit)'  kicker  if 
stocks  go  up,  but  your  prin- 
cipal is  not  at  risk.  Merrill 
Lynch  offers  a  similar  prod- 
uct called  Mitts,  whose 
shares  trade  on  the  New 
York  Stock  Exchange. 

Merrill  also  recently 
launched  a  security  that 
gives  holders  a  chance  to 
profit  from  a  decline  of 
German  interest  rates 
without  being  exposed  to.a 
decline  in  the  value  of  the 
deutsche  mark. 

Don't  be  surprised  to 
see  ever  more  crcativit)'  in 
the  invention  and  mar- 
keting of  exotic  investment 
products.  Just  remember 
that  the  power  to  use  deriv- 
atives is  not  synonymous 
with  the  talent  for  making 
money. 

-R.L.andW.H.  Bi 
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When  t6o  many  customers  call  your  business 
simultaneously,  they  can  turn  your  smoothly-flowing 
800  traffic  into  gridlock.  Callers  can't  get  through. 
And  rather  than  stay  on  hold  indefinitely,  they  could 
choose  to  take  their  business  elsewhere. 

Fbrtunately,  Sprint  has  devised  a  number  of  alter- 
nate routes  to  make  sure  you  get  every  call  in  the 
midst  of  busy  800  traffic.  For  instance,  our  800  Call 
Director^  features  a  unique  graphic  interface  that 
lets  you  redirect  your  800  traffic  with  point-and-click 
convenience. This  makes  it  easy  to  reroute  calls, 
even  as  your  call  center  is  reacting  to  its  own  version 
of  rush  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

For  the  perfect  800 
service,  guaranteed, 
follow  Sprint.^"  CaU 
1-800-827-4800. 


Sprint 


800  Call  Director^"  available  3/93.  Call  for  details  of  guarantee.  New  800  customers  only.  ©  1993  Sprint  Communications  Company  L.R 


What  makes  President  Clinton  think  his  tax  hikes  will 
shrink  the  deficit?  Since  1947  federal  spending  has  gone 
up  by  more  than  $1.50  for  every  $1  of  new  revenue. 


^^Spending, 
stupid!" 


Dr.  Thomas  Sowell  Is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

In  Stanford,  Calif. 


President  Clinton's  official  report 
on  his  grandiose  economic  program  is 
entitled  A  Vision  of  Change  for  Amer- 
ica. It  might  more  accurately  be  called 
Clinton  in  Wonderland. 

In  the  President's  vision,  "the 
problem  of  the  structural  deficit  is 
rooted  in  the  early  1980s,  when  we 
cut  income  taxes  and  massively  in- 
creased defense  spending." 

Here  "taxes"  is  a  slippery  word, 
exploiting  the  confusion  bet\veen  tax 
rates  and  tax  revenues.  Tax  rates  in- 
deed went  down  during  the  early 
1980s,  but  tax  revenues  rose.  Taking 
the  Reagan -Bush  years  together,  the 
increases  in  tax  revenues  far  exceeded 
the  increases  in  defense  spending. 
You  cannot  explain  the  deficit  that 
way — except  to  people  who  don't 
know  the  facts,  which  apparently  in- 
cludes much  of  the  media. 

"Apart  from  growth  miracles,  there 
are  only  two  ways  to  reduce  a  deficit: 
spending  can  be  cut  or  taxes  can  be 
raised."  This  plausible-sounding 
statement  from  A  Vision  of  Change  for 
America  is  as  dead  wrong  as  its  state- 
ment attributing  deficits  to  tax  cuts 
and  defense  spending. 

If  total  spending  had  just  been  held 


where  it  was  when  Ronald  Reagan 
took  office,  there  would  have  been  a 
budget  surplus  by  the  end  of  the  first 
Reagan  Administration — whether  you 
count  on-budget  receipts  and  outlays 
or  off^-budget  receipts  and  oudays.  In 
other  words,  with  no  cuts  in  total 
spending  and  tax  rates  no  higher  than 
they  were  when  President  Reagan  took 
office,  the  deficit  would  have  been 
ended  with  the  rising  tax  revenues  from 
the  growing  economy  of  those  years. 

If  President  Clinton  thinks  that  the 
actual  economic  growth  achieved 
during  the  Reagan  years  was  a  "mira- 
cle," then  let  him  say  so. 

The  sign  hanging  in  Clinton  cam- 
paign offices  last  year — "The  econo- 
my, stupid!" — should  be  replaced  by 
one  that  says:  "Spending,  stupid!"  It 
is  runaway  spending  which  has  pro- 
duced the  deficits  and  the  growing 
national  debt. 

Government  receipts  doubled  in  a 
decade,  yet  the  national  debt  kept 
rising.  There  is  simply  no  way  that 
anyone  can  raise  more  money  than 
Congress  can  spend,  no  matter  what 
the  tax  rates  are  on  the  rich,  the  poor, 
or  the  other  90%  of  the  population. 

A  study  by  Professors  Richard  Ved- 
der  and  Lowell  Galloway  of  Ohio 
University  shows  that  spending  has 
always  gone  up  by  more  than  any  tax 
increase — for  more  than  a  century.  If 
you  think  that  this  Congress  is  going 
to  be  difi^ercnt,  then  you  have  a  faith 
which  passeth  all  understanding. 

Since  1947  federal  spending  has 
gone  up  by  more  than  $1.50  for  every 
dollar  of  additional  revenue.  We  are 
never  going  to  reduce  the  deficit  that 
way,  any  more  than  a  dog  is  going  to 
catch  his  tail  by  spinning  faster. 

President  Clinton  is  not  a  stupid 
man.  Indeed,  he  has  done  a  masterful 


job  of  selling  his  program.  Yet  at  the 
heart  of  that  program  is  the  fiinda- 
mental  fraud  that  inadequate  reve- 
nues have  caused  the  deficit. 

Perpetuating  that  fraud  is  the  key  to 
the  President's  "new"  program — 
which  is  to  keep  on  increasing  spend- 
ing. Calling  this  new  spending  "in- 
vestment" changes  nothing,  especial- 
ly since  things  like  food  stamps  and 
more  money  for  the  Equal  Employ- 
ment Opportunit)'  Commission  are 
included  under  "investments." 

Altliough  A  Vision  of  Change  for 
America  deplores  "statistical  manipu- 
lation" by  prior  administrations,  and 
claims  to  provide  "no  gimmicks  and 
promises  no  instant  gratification,"  in 
point  of  fact,  it  proceeds  to  do  just 
that.  Hikes  in  spending  and  in  tax  rates 
are  immediate,  while  most  of  the  sav- 
ings from  spending  cuts  are  projected 
years  awav.  Its  projected  spending  cuts 
for  1993^  1994  and  1995  combined 
do  not  add  up  to  as  much  as  the  cuts 
projected  for  1998  alone. 

MoreoN'er,  loose  talk  about  how 
many  tax  dollars  are  going  to  be  raised 
by  this  or  that  legislation  blithely  as- 
sumes that  we  can  predict  how  much 
revenue  will  result  from  particular  tax 
rates.  If  human  beings  were  brainless 
automatons  who  continued  to  behave 
the  same  way,  regardless  of  the  tax 
rate,  then  it  would  indeed  be  just  a 
matter  of  simple  arithmetic  to  deter- 
mine how  much  revenue  will  come  in. 

But,  once  we  realize  that  other  peo- 
ple beside  the  anointed  have  brains, 
and  that  taxpayers'  foresight  as  to  con- 
sequences will  change  their  behavior, 
then  we  are  in  a  no-man's-land  of 
economic  speculation — not  only  as  re- 
gards revenues,  but  also  as  regards  the 
direction  the  economy  will  take  when 
investors  run  for  the  tax  shelters. 

The  power  to  tax  is  the  power  to 
destroy,  as  Justice  John  Marshall  said 
long  ago.  So  is  the  power  to  mandate 
costs  and  control  prices. 

Controlling  health  care  costs  has 
been  a  centerpiece  of  the  Clinton 
program.  But  what  does  "control- 
ling health  care  costs"  mean,  other ' 
than  price  controls.^  And  what  do 
centuries  of  history  of  price  controls 
show,  other  than  a  decline  in  the 
quantity  and  quality  of  whatever  has 
been  ct)ntrollcd? 

We  definitely  need  that  sign  that 
says,  "Spending,  stupid!"  ^ 
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Chipcom  gambled  on  a  novel  way  of  enhancing  its  IPO. 
Watch  out  for  copycats.  They  may  not  be  as  smart- 
er as  lucky. 

Prettying  the 
pfrospectus 


By  Richard  Phalon 

There  are  more  high-wire  acts 
among  the  high-tech  companies 
coming  to  market  these  days  than 
Barnum  ever  dreamed  of,  but  few 
have  managed  to  put  on  as  gravity- 
defying  a  show  as  Chipcom  Corp. 

This  smallish  ($87  million  reve- 
nues) company  doubled  its  net  for  the 
second  consecutive  year  in  1992  (to 
$8.5  million)  on  an  82%  gain  in  sales. 
It  did  so  against  such  well-entrenched 
competition  as  SynOptics  Communi- 
cations and  Cabletron  Systems. 

But  the  upfront  numbers  tell  only 
part  of  the  stoiy  of  this  Southbor- 
ough,  Mass.  outfit,  whose  intelligent 
hubs  link  and  monitor  multilevel 
computer  networks  for  a  growing 
string  of  blue-chip  customers  like 
Chevron,  3M  and  Hoffmann-La 
Roche.  A  red-hot  product  line  has 
helped  Chipcom  accomplish  all  this, 
and  so  has  a  management  that  can 
best  be  described  as  heads-up  oppor- 
tunists. Look  at  the  imaginative  and 
controversial  way  President  John 
Robert  (Rob)  Held  and  his  chief  fi- 
nancial officer,  Robert  Badavas, 
starved  for  equity,  went  about  the 
crucial  step  of  tidying  up  Chipcom's 
income  sheet  before  taking  the  com- 
pany public  m  May  199L 

"We  didn't  want  anything  that 
would  put  our  profile  down,"  says 
Badavas.  Chipcom  had  broken  solidly 
into  the  black  in  the  U.S.  in  1989,  but 
pretax  losses  on  its  European  opera- 
tion continued  to  mount  and  seemed 
likely  to  get  worse. 

If  the  Chipcom  prospectus  was  to 
wear  its  prettiest  face,  Europe  and  its 
drag  on  reported  earnings  would  have 
to  be  covered  up.  Not  that  Held  and 
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Chipcom's  John  Robert  Held 

"We  wanted  to  build  Europe,  but 

the  priority  was  the  public  offer." 


Badavas  were  embarrassed  about  their 
European  venture;  it  held  tremen- 
dous long-term  promise.  But  how  to 
get  those  losses  off  the  profit  and  loss 
statement.' 

The  solution:  a  deal  with  the  Bos- 
ton-based Atlas  Venture  group.  Atlas 
and  a  cluster  of  European  partners  got 
ownership  of  the  newly  established 
Chipcom  Europe  and  agreed  to  put 
up  $3.3  million  to  get  it  off  the 
ground.  Chipcom  got  a  management 
contract  to  run  the  operation  day  by 


day  and  an  outright  call  to  buy  it  back 
from  the  Atlas  group  within  two  years 
for  471,430  shares  of  common  stock. 

The  beauty  part  of  the  deal:  It  all 
happened  off^  the  balance  sheet.  "I 
didn't  want  to  trash  my  P&L,"  says 
Held.  "We  wanted  to  build  Europe, 
but  the  first  order  of  priority  was  the 
public  offer." 

Rock  and  roll!  Chipcom  picked  up 
$12.8  million  (at  $12  a  share)  on  the 
initial  offer  and  another  $12.3  million 
(at  $18.75  a  share)  from  a  follow-on 
seven  months  later.  With  the  stock 
sales  out  of  the  way,  Chipcom  negoti- 
ated an  early  buyback  from  the  Atlas 
group  at  a  discount — some  380,000 
shares  instead  of  the  originally  stipu- 
lated 471,000.  Even  with  the  dis- 
count, the  Atlas  group  made  about 
three  times  its  investment  and,  like 
most  of  the  other  venture  people  who 
helped  bootstrap  Chipcom  originally, 
is  now  out  of  the  stock.  Chipcom 
recently  traded  at  32y4,  almost  three 
times  its  offering  price. 

That  problem  solved,  new  ones 
loomed.  Chipcom  Europe  was  still 
losing  money,  and  this  would  surely 
penalize  the  parent's  reported  earn- 
ings in  1993.  Also,  the  buyback  creat- 
ed $8.5  million  worth  of  goodwill 
that  Chipcom  would  have  to  begin 
writing  off. 

Independent  analysts  like  Andrew 
Schopick  of  Westport,  Conn. -based 
Nutmeg  Securities  were  quick  to 
jump  on  adjusted  numbers  showing 
that  the  acquisition  would  have  cut 
Chipcom's  reported  earnings  for  the 
first  half  of  1992  from  44  cents  a  share 
to  5  cents  a  share. 

Rob  Held  counters  that  Chipcom 
Europe  would  have  cost  a  lot  more  if 
he  had  waited  for  black  ink  before 
buying.  He  says  the  turn  from  red  ink 
should  come  in  the  first  half  of  this 
year,  and  what's  the  harm?  Chipcom's 
domestic  business  has  been  strong 
enough  to  offset  the  drag  of  Europe, 
and  even  enabled  it  to  do  a  tad  better 
than  its  earnings  estimates  last  year. 

If  Held's  projections  about  contin- 
ued strong  U.S.  business  pan  out, 
Chipcom  will  have  gambled  twice 
with  its  numbers  and  won  both  times. 
Don't  be  surprised  if  other  companies 
try  to  hide  lossmaking  operations  in  a 
similar  way.  Assess  any  such  with  a 
wary  eye.  The  copycats  may  not  be  as 
smart — or  as  lucky — as  Chipcom.  WM 
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Advanced  plastics  and  composites  have  been  a  big 
disappointment  to  many  a  large  company.  So  why 
are  the  venture  capitalists  moving  in? 

Tomorrow's 
biotech.^ 


By  Manjeet  Kripalani  with  Tatiana  Pouschine 


Venture  capitalist  Jean  Deleage, 
who  \\as  one  of  the  original  in\estors 
in  Genentech  in  1977,  thinks  special- 
ty' materials  will  be  tomorrow 's  bio- 
tech.  In  the  past  three  years  his  firm, 
San  Francisco-based  Burr,  Egan,  De- 
leage &  Co.,  has  raised  nearly  S20 
million  for  three  startups  in  the  field. 
"Our  job  is  to  identif\'  the  industries 
of  the  fiiture,  and  specialtx'  materials  is 
one  of  the  most  exciting,"  he  says. 

These  new  materials  are  specialized 
plastics  or  combinations  of  plastics 
and  a  \ariet\-  of  other  materials  that 
are  put  together  to  meet  a  particular 
application. 

Peter  Parker  is  a  partner  at  .Amper- 
sand \xntures  in  Wellesley,  Mass. 
Ampersand  has  invested  SI 00  million 
in  specialty  materials  ventures. 

Chemicals  &  Materials  Enterprise 
Associates,  formed  in  1989  and  situ- 
ated in  San  Francisco,  is  a  third  ven- 
ture group  specializing  in  the  area.  It 
has  raised  S40  million  for  17  firms, 
mostly  startups. 

Put  simpK,  specialty*  materials  are 
petrochemical  products  with  some- 
thing else  added.  You  can,  for  exam- 
ple, take  polymers — that  common 
plastic  used  in  household  goods  and 
toys — and  add  fiberglass  or  carbon 
fiber.  The  combination  becomes  a 
high-performance,  lightweight  com- 
posite material,  one  that  can  make  up 
the  wing  of  a  B-2  bomber,  an  .\meri- 
ca's  Cup  yacht  or  e\  en  a  tennis  racket. 
Such  materials  are  also  replacing  tra- 
ditional ones  like  copper,  zinc,  steel, 
aluminum  and  wood  for  many  uses. 

Tell  a  material  designer  w  hat  char- 
acteristics you  w  ant  in  your  plastic  or 
metal  and  he  can  produce  the  com- 
posite,   in    whatever    quantity'    you 


want.  Take  Arall,  a  new  fiber  pro- 
duced by  Akzo  N.V.,  the  Dutch 
chemical  giant.  Sandwiched  between 


aluminum  sheets,  Arall  reinforces  air- 
craft bodies  and  even  golf  club  shafts 
to  reduce  a  common  cause  of  stress  in 
the  metal  called  fatigue  cracking.  The 
material  is  custom-made  for  each 
application. 

Advanced  ceramics,  too,  are  spe- 
cialty' materials.  They  are  traditional 
ceramics  strengthened  with  silicon 
carbide;  the\'  replace  metal  in  engine 
parts.  Adxanced  ceramics,  able  to 
withstand  high  temperatures,  made 
possible  the  catalytic  converter,  a  pol- 
hition  control  de\ice  that  has  gone 
into  ever}'  car  produced  in  the  U.S. 
since  the  mid-Seventies. 

Yet,  for  all  their  potential,  advanced 
materials  ha\e  been  a  mine  field  for 
large  corporations,  which  have  lost 
hundreds  of  millions  of  dollars.  Some 
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San  Francisco  venture  capitalist  Jean  Deleage 

"Our  job  is  to  identify  the  industries  of  the  future, 

and  specialty  materials  is  one  of  the  most  exciting. 
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of  the  companies  expected  the  De- 
fense Department  to  fund  the  con- 
struction of  jet  fighters  and  helicop- 
ters that  would  use  carbon  fiber  to 
reinforce  composites  in  body  panels, 
for  example.  When  the  business 
didn't  develop  according  to  expecta- 
tions, they  exited.  Union  Carbide 
sold  out  to  Amoco  in  1986.  Now 
Amoco,  too,  wants  out.  In  1991  Brit- 
ain's Courtaulds  Pic.  wrote  off  as 
much  as  $30  million  it  had  invested  in 
carbon  fiber.  Last  spring  Germany's 
BASF  got  out  of  its  entire  advanced- 
composites  business,  which  had  reve- 
nues of  $60  million. 

Many  of  the  companies  that  had 
lost  heavily  betting  on  defense  busi- 
ness concluded  that  consumer  and 
industrial  applications  weren't  mate- 
rializing quickly  enough  to  justify  fur- 
ther expenditures. 

The  problem  with  commercial  ap- 
plications was  cost.  Aluminum,  for 
instance,  which  makes  up  75%  to  80% 
ofa  passenger  aircraft,  is  $5  per  pound 
on  average,  compared  with  $35  for 
the  competing  composite  material, 
which  is  a  bonding  of  fibers. 

But  the  big  companies  may  simply 
have  been  too  early.  Slowly,  the  cost 
gap  is  narrowing.  Ten  years  ago  alu- 
minum cost  $3  per  pound  and  com- 
posites $70.  By  the  end  of  the  decade, 
the  price  differentials  are  expected  to 
narrow  further,  giving  a  greater  boost 
to  composites.  New  uses  are  coming 
along  almost  every  day. 

■  Window  frames,  which 
ten  years  ago  were  mostly 
made  of  wood  or  alumi- 
num, are  now  35%  plastic- 
engineered  corrosion-resis- 
tant vinyl  that  provides  im- 
proved insulation.  By  the 
end  of  the  decade,  65%  of 
window  frames  are  expect- 
ed to  be  vinyl. 

■  Structural 'components  in 
houses,  houiing  panels  and 
fire-resistant  roof  tiles  are 
made  of  plastic.  In  Pitts- 
field,  Mass.,  GE  Plastics  has 
on  display  the  fijture  home, 
about  a  third  of  which  is 
made  of  advanced  plastics 
and  composit&s. 

■  Bridge  supports  are  being 
reinforced  with  composites 
instead  of  steel. 

■  Thanks  to  a  new  phos- 


Ampersand's  Peter  Parker 

Aloft:  A  new-materials  wheelchair. 


phor  thin-film  coating,  Maryland- 
based  Optex  Corp.'s  5V4-inch  disc  can 
store  a  2y2-hour  feature  film.  It  is  the 
coating  that  allows  the  information  to 
travel  quickly:  You  can  transfer  a  full- 
length  movie  onto  the  disc  in  two 
minutes  via  cable,  satellite  or  tele- 
phone line. 

While  some  big  corporations  have 
pulled  out  of  specialty  materials,  oth- 
ers are  getting  more  involved.  Du 
Pont,  GE  Plastics,  Hercules  and  Corn- 
ing are  investing  substantial  sums.  Du 
Pont  alone  is  spending  $700  million  a 
year  in  research  on  advanced  plastics, 
fibers,  ceramics  and  composites.  Oth- 
er world  players  are  Hexcel  and  Ciba- 
Geigy  (see  table). 

Some  big  companies,  perhaps  mo- 
tivated in  part  by  expected  benefits 
that  President  Clinton  has  promised 
smaller  business,  are  joint-venturing 


The  material  world 

Company     Consolidated 

Net 

R&D 

P/E 

Recent 

sales 

income 
-{$billions)- 

expenditure 

price 

GE                    $57.0 

$4.7 

$1.9 

16 

871/2 

Ciba-Geigy           14.6 

0.7 

1.5 

2 

20 

Du  Pont              38.0 

1.2 

1.2 

27 

483/4 

BASF                  28.0 

0.6 

1.2 

14 

137 

Amoco                28.2 

0.9 

0.3 

36 

551/8 

Union  Carbide       4.9 

0.1 

0.2 

20 

17 

Corning                3.7 

0.3 

0.2 

23 

341/2 

Hercules               2.9 

0.2 

0.1 

19 

71% 

Courtaulds            3.4 

0.3 

0.1 

NM 

8^/8 

Hexcel                 0.4 

def 

* 

NM 

9 

Figures  are  for  1992  except  BASF,  Ciba-Geigy  and  Courtaulds,  which  are  1991 ;  prices  for 
these  three  companies  are  for  ADRs.  All  figures  exclude  charges  for  extraordinary  items. 
*$11  million,     def:  deficit.     NM:  Not  meaningful. 


Some  bold,  some  timid  players  in  the  advanced-materials  game. 
Staying  in  may  be  hard,  but  staying  out  is  losing  out. 


with  smaller  outfits. 

Take  Ethyl  Corp.  Since  1987  Ethyl 
has  put  $35  million  into  Boston- 
based  Gryphon  Ventures.  Gryphon 
invested  in  Optex,  the  fledgling  disc 
maker  mentioned  above,  in  Decem- 
ber 1987.  Optex's  technology  traps 
electrons  onto  a  disc  and  gives  the  disc 
multiple  media  uses — in  music,  film 
and  computers.  Ethyl  and  Gryphon 
may  take  Optex  public  but  retain  a 
healthy  chunk  of  the  stock. 

Last  October  Monsanto  acquired 
Diamonex,  Inc.,  a  company  that 
makes  new  diamond  coatings  for  the 
electronics  and  optical  industries.  The 
chemical  giant  had  already  contribut- 
ed $500,000  of  the  $4.5  million  the 
company  raised  afiier  it  was  spun  off  by 
Air  Products  &  Chemicals.  Monsanto 
expects  Diamonex  to  grow  into  a 
$100  million  business. 

Venture  group  Chemicals  &  Mate- 
rials Enterprise  Associates  has  large 
corporate  investors,  including  3M, 
Ford,  Exxon  and  Rhone-Poulenc. 
Through  CMEA,  these  companies  get  a 
window  on  advanced  materials  re- 
search and  products  like  Nanodyne 
Inc.'s  new  composite  powder  coat- 
ings for  drilling  tools. 

Parker  of  Ampersand  acts  as  a  kind 
of  marriage  broker  between  small  ad- 
vanced materials  outfits  and  giant 
partners.  The  company  got  into  the 
field  in  1990  when  Alcan,  the  big 
aluminum  producer,  spun  off  12 
ventures,  including  some  advanced 
ceramics  businesses.  Am- 
persand bought  the  busi- 
nesses. The  firm  has  recruit- 
ed corporate  partners  for  its 
ventures  in  advanced  mate- 
rials, including  Akzo  N.V. 
Since  1988  Ampersand  has 
invested  in  21  ventures.  Of 
these,  3  have  gone  public 
and  3  have  been  sold  to 
client  comp.inies. 

Parker  estimates  that  the 
potential  market  for  new 
and  advanced  materials  and 
chemicals  is  at  least  $70  bil- 
lion a  year.  Agreeing,  ven- 
ture capitalist  Jean  Deleage 
predicts  that  many  of  the 
big  companies  that  pulled 
out  will  go  back  in — prefer- 
ring to  look  a  bit  foolish 
rather  than  miss  out  on  a 
good  thing.  ^M 
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You  can't  keep  a  good  crook  down.  Even  before  he  had 
finished  probation  for  one  security  swindle,  Melvin  Lloyd 
Richards  was  launching  another  dicey  enterprise. 


So,  I'm 
a  felon. ^ 


By  Pablo  Galarza  and  Randall  Lane 
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Alco  International  Group,  Inc.  is 
a  tiny  medical  products  and  shippin 
firm  with  a  high-flying  stock.  It  was 
trading  over-the-counter  at  3  cents  in 
early  1991,  skyrocketed  to  almost  $8 
early  this  year,  and  has  since  subsided 
to  $5.  Anyone  who  bought  $1,000 
worth  two  vears  ago  would  have  over 
$150,000  worth  today. 

At  $5,  Alco  has  a  market  cap  of 
around  $55  million — pretty  rich  con- 
sidering that  its  revenues  were  only  a 
few  million  dollars  last  year  and  that  it 
lost  $4.5  million,  42  cents  a  share,  in 
just  the  first  nine  months  of  1992. 

What  drove  the  stock  up  was  word 
about  Alco's  Barrier  Integrity  Moni- 
tor System,  an  electronic  device  that 
alerts  doctors  if  their  gloves  are  torn 
during  surgery.  With  a  straight  corpo- 
rate face,  Alco  claims  the  product  has 
a  market  potential  of  over  $1  billion. 

More  significant  than  Alco's  prod- 
ucts is  the  man  behind  the  company: 
Melvin  Lloyd  Richards,  a  stock  pro- 
moter with  a  colorfiil  past.  In  1984,  as 
chairman  of  now  floundering  Unioil, 
Richards  was  investigated  by  the  Se- 
curities &  Exchange  Commission  for 
inflating  the  financial  performance  of 
the  oil  exploration  concern;  its  stock 
surged  8,000-fold  within  a  few 
months  and  then  collapsed. 

Nothing  came  of  the  1984  Rich- 
ards probe,  but  three  years  later  the 
Justice  Department  won  a  conviction 
against  him  for  criminal  tax  evasion, 
mail  fraud  and  conspiracy  in  connec- 
tion with  a  fraudulent  uranium  explo- 
ration tax  shelter.  Richards  was  put  on 
probation  for  five  years. 

The  probation  apparently  didn't 
redeem  Richards  from  his  larcenous 
impulses.  Alco  was  founded  in  1981 
as  a  Florida  horse-breeding  company, 
merged  in  1985  with  a  small  contain- 
erized shipping  firm  and  got  into 
medical  technology  in  May  1991, 
when  it  paid  $35,000  and  1  million 
shares  for  the  Ovulometer,  a  gadget 
that  charts  a  woman's  ovulation  cycle. 
The  seller  was  a  company  controlled 
by  Allen  Stout,  a  longtime  partner  of 
Lloyd  Richards'.  A  few  months  later 
Alco  bought  marketing  rights  to  the 
surgical  glove  monitoring  device. 

Starting  in  mid- 1991,  Richards 
helped  finance  Alco  through  his  fi- 
nancial company,  San  Diego-based 
Hampton  Morgan  &  Go.  Richards' 
firm  got  625,000  Alco  shares;  by  late 
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Nouveau  smart. 


A  funny  thing  happened  on  the  way 

to  the  90^. 

People  came  to  their  senses. 

Intelligence  of  all  things  became 

The  New  V6  Passat       ^^^  socially  acceptable  than 

extravagance. 

And  things  like  common  sense,  hon- 

1                                   esty  and  good  old-fashioned  value  were 

V'                                  suddenly  back  in  vogue. 

n                                      In  other  words,  people  everywhere 

t^                                  started  acting,  well,  just  like  a 

1                     ^             Volkswagen. 

a                     ;                They  started  believing  that  you  don't 

ft                                  have  to  show  off  to  stand  out. 

c                                     That  a  car  should  cost  what  a  car 

ti                                  should  cost.  Not  what  a  house  should  cost. 

oi                                      And  by  no  small  coincidence,  they 

began  buying  the  Volkswagen  Passat. 

A  bona  fide  European  touring 
sedan  that  asks  you  not  to  scale  back 
your  expectations,  just  what  you  pay 
for  them. 

With  a  heady  V6, 172-horsepower 
engine,  electronic  traction  control  and 
ABS  brakes,  our  Passat  GLX  is  built  to 
massage  roads,  not  egos. 

Providing  all  the  driving  exhilaration 
a  thinking  person  could  desire  along 
the  way. 

For  details,  call  1-80(M44-8987. 
Or  visit  your  Volkswagen  retailer. 

Where  you  can  discover  firsthand 
that  you  don't  have  to  be  rich  to  have  a 
driving  experience  that  is. 


Experience 
Fahrvergniigen 


©1993  Volkswagen  Seatbelts  save  lives.  Don't  drink  and  drive.  | 


Alco  International 


Februaiy  1992  Richards,  Stout  and 
companies  they  were  associated  with 
controlled  almost  60%  of  Alco's  8 
million  shares. 

In  July  1992  the  Food  &  Drug 
Administration  approved  Alco's 
glove  monitoring  device,  and  the  fat 
was  in  the  fire.  Within  days  Alco 
announced  it  had  received  orders  for 
the  device  totaling  $11  million. 

Only  last  Christmas  Eve  did  Alco 
get  around  to  announcing  that  the 
orders  had  been  canceled  a  few  weeks 
later.  On  Jan.  7  Alco's  sec  filing  about 
the  canceled  orders  hit  the  financial 
wires.  The  very  next  day,  Alco  an- 
nounced that  a  law  firm  representing 
some  unnamed  clients  had  contacted 
Alco's  investment  banker  (read  Rich- 
ards) about  acquiring  the  company. 
Alco  stock  rose  to  almost  $8. 

The  stock  took  a  hit  on  Jan.  11 
when  the  company  announced  that 
Nasdaq  was  looking  into  whether 
Alco  still  met  the  association's  re- 
quirements. But  in  mid-Februar\' 
Alco  claimed  a  group  called  the 
Scottsdale  Group — really  just  a  bunch 
of  its  minority  shareholders,  some 
with  ties  to  Richards  and  Stout — 
announced  that  it  had  "acquired" 
10%  of  Alco  and  intended  to  gain  a 
controlling  interest.  The  stock  has 
since  stabilized  at  around  $5. 

Amid  all  this  excitement,  Richards 
and  Stout  were  merrily  selling.  They 
began  liquidating  their  holdings  last 
year,  well  in  advance  of  telling  the  sec 
about  the  canceled  glove  orders.  In- 
siders probably  unloaded  for  around 
$15  million  Alco  shares  that  cost 
them  only  a  small  fraction  of  that.  To 
whom  did  they  sell  the  shares.'  Need 
you  ask.'  The  public,  of  course. 

Forbes  spoke  with  several  brokers 
at  small  regional  firms.  All  told  essen- 
tially the  same  story:  They  or  brokers 
they  knew  were  paid  handsomely  to 
sell  Alco  stock.  "If  you  put  clients  into 
$100,000  worth  of  the  stock,  they'd 
give  you  25  grand,"  said  one  broker, 
who  admits  he  participated  in  the 
"commissions." 

Richards  categorically  denied  that 
he  improperly  paid  brokers  to  unload 
Alco  stock.  He  was  indignant  that 
anyone  would  bring  up  his  past.  "Is  it 
news  that  Lloyd  Richards  is  a  convict- 
ed felon?"  he  asks.  "That's  history." 
A  history  that  is  destined  to  repeat, 
apparently.  Hi 
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John  Alden  Financial  is  an  oddball  insurance  company 
with  a  distinctly  superior  record. 

A  horse 

of  a  different 

color 


By  Gretchen  Morgenson 

When  YOU  THINK  OF  large,  stockhold- 
er-owned insurance  companies,  what 
first  comes  to  mind.''  Perhaps  some  of 
these  attributes:  a  venerable  past,  go- 
ing back  to  the  19th  century;  an 
unimpressive  recent  record,  with  a 
weak  stock  trading  at  or  below  book 
value;  problem  real  estate  loans; 
stodgy  managers  who  own  less  than 
1%  of  the  company. 

By  those  standards  the  Miami- 
based  $5.5  billion  (assets)  John  Alden 
Financial  Corp.  is  a  real  freak.  Its  past 
goes  back  only  to  1961,  when  it 
started  out  as  a  credit-life  sideline  to  a 
mail-order  company  called  Alden's. 
The  stock  is  doing  fine:  Since  a  public 
oflfering  last  fall,  it  has  climbed  18%, 
to  17%,  which  is  a  nice  premium  to 
Alden's  tangible  book  value  (negative 
$7.63  a  share).  Delinquent  mort- 
gages are  only  1.3%  of  total  assets. 
Finally,  insiders  have  their  own  assets 
on  the  line.  Chairman  Glendon  John- 
son, 69,  and  other  managers  hold  16% 
of  the  stock,  worth  $64  million. 

Alden's  main  business  (60%  of  its 
$1.2  billion  in  revenues)  is  selling 
group  health,  life  and  disability  poli- 
cies to  small  businesses — 156,000  of 
them.  The  company  also  has  a  small 
but  rapidly  growing  line  of  individual 
life  insurance.  Here,  the  company's 
eccentricities  really  stick  out:  Alden 
markets  no-load  life  insurance,  a  he- 
retical concept  in  an  industry'  that 
believes  its  product  is  sold,  not 
bought,  and  sold  only  by  real  live 
agents. 

Agents  must  eat,  and  that  means 


they  must  be  paid  commissions  and 
incentives.  In  the  first  year  150%  of  a 
policy's  premium  t}'pically  goes  to 
salesmen's  commissions,  junkets  to 
Hawaii,  advertising  and  other  mar- 
keting expenses.  As  a  result,  seven  or 
eight  years  t\'pically  pass  before  the 
underwriter  breaks  even  on  the  poli- 
cy. It  takes  even  longer  for  the  policy- 
holder to  get  a  positive  investment 
return. 

A  nonsmoking  male,  age  49,  might 
pay  a  premium  of  about  $12,000  a 
year  to  buy  a  $500,000  whole-life 
policy  from  a  commissioned  sales- 
man. After  two  years  and  a  total  ex- 
penditure of  $24,000,  the  buyer 
would  have  perhaps  $3,000  in  cash 
value.  Such  a  buyer  could  have  ob- 
tained agent-sold  term  insurance,  the 
kind  that  has  no  cash  value,  for  total 
premiums  of  about  $4,000  for  the 
first  two  years  (and  for  considerably 
less  if  he  got  no-load  term).  So  the 
buyer  has  in  effect  invested  $20,000 
in  the  cash  value  feature  of  the  policy. 
And  what  does  he  get  for  this  invest- 
ment.'' A  return  of  negative  $17,000. 

A  no-load  Alden  policy,  in  contrast, 
would  be  sold  by  financial  planners 
who  charge  their  clients  negotiated 
fees  to  set  up  comprehensive  invest- 
ment and  estate  plans.  The  buyer 
might  pay  as  little  as  $500  for  the 
work  done  by  the  planner  in  selecting 
and  applying  for  a  policy.  That  cost 
would  hit  him  only  once.  Premiums 
on  the  49-year-old's  policy  would  run 
only  $4,565  a  year.  At  the  end  of  year 
two,   the   policyholder  would   have 
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A 

STRUCTURE     WITH     A 


SOLID        FOUNDATION 


isn't      Ravaged     by 


TIME 


But      enhanced. 


55  Years  experience.  More  than  $60  billion  in  FIXED  INCOME  and  EQUITIES.  A  presence  in  GLOBAL 
MONEY  MANAGEMENT  -  with  offices  in  LONDON,  TOKYO  and  BOSTON.  2.4  million  INDIVIDUAL  IN- 
VESTORS. Over  200  major  INSTITUTIONAL  CLIENTS.  And  for  decades,  a  REPUTATION  for  offering  the 
best  service^  in  MONEY  MANAGEMENT.  Quite  an  IMPRESSIVE  collection  of  facts  and  figures.  But  EVEN 
MORE  impressive  when  ADDED  TOGETHER.  The  accumulated  result  is  a  SOLID  FOUNDATION  on  which 
YOU   and  YOUR  ASSETS  can    GROW.  YEAR,   after  YEAR,   after  YEAR. 

A      TIME-HONORED       TRADITION       IN       MONEY      MANAGEMENT 


PUTNAM 

INVESTMENTS 


® 


BOSTON- LONDON-TOKYO 


John  Alden  Financial 


Glendon  Johnson, 
chairman 
of  John  Alden 
Financial  Corp., 
on  his  farm 
outside  Miami 
The  no-load 
cowboy. 


$6,255  in  cash  value. 

Although  Alden's  sales  of  no-load 
insurance  are  small — some  S20  mil- 
lion— they  are  very  profitable,  with  an 
aftertax  return  of  15%  to  20%  on  the 
small  amount  of  capital  tied  up.  John- 
son aims  to  rapidly  expand  this  line  of 
business. 

A  handfiil  of  other  insurers  are  test- 
ing the  no-load  waters  (Forbes,  Ma}-. 
2,  1992),  but  John  Alden  is  the  only 
large  underwriter  selling  a  full  range 
of  no-load  products,  including  uni- 
versal life,  second-to-die  life,  term  life 
and  disability'  insurance.  Alden  Chair- 
man Johnson  doesn't  claim  no-load 
insurance  will  ever  replace  the  more 
common  type.  "We  deliver  value  to 
the  marketplace,  but  it's  not  for  every- 
one," is  the  way  he  puts  it.  "This  is  a 
frolic  that  fits  our  circumstance." 
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He  means  that  in  Alden's  case, 
necessity  was  the  mother  of  inven- 
tion. In  a  1987  leveraged  buyout,  an 
investor  group  led  by  Johnson 
bought  Alden  from  Great  Western 
Financial  Corp.  With  a  post-deal 
debt/equit\'  ratio  of  5-to-l,  Alden 
could  no  longer  write  life  insurance 
sold  the  traditional  way,  with  large 
upfront  payouts  to  salesmen  that 
could  be  recovered  only  slowly  from 
future  premiums.  The  answer  was  no- 
load  insurance,  marketed  to  financial 
planners  by  banks  of  telephone  sales- 
men (salaried,  not  commissioned)  in 
Alden's  32  regional  oflices. 

It  helps,  of  course,  that  telemarket- 
ing comes  naturally  to  Alden,  since 
that  is  how  it  wholesales  its  group 
health  and  life  policies  to  independent 
agents. 


Last  year  Alden  netted  $58  million, 
a  fullv  diluted  $2.71  a  share,  up  al- 
most 200%  from  1991 .  This  excellent 
showing  owes  much  to  Alden's  ability 
to  grow  without  a  proportionate  in- 
crease in  overhead.  Since  1984,  as 
Alden's  assets  and  revenues  have! 
quintupled,  its  expense  ratio  has- 
dropped  from  30.3%  to  25.7%. 

The     stock     market     nonetheless  ^ 
prices  the  stock  at  around  six  times 
earnings.  It's  the  Hillary  C'linton  fac- 
tor. Wall  Street  seems  to  be  preoccu- 
pied with  the  risk  that  coming  legisla 
tion  on  health  insurance  will  damage 
Alden's  core  group  health  business. 
Chances  are,  though,  that  no  "re 
form"  will  be  so  se\ere  as  to  eliminate 
the  need  for  claim  processors,  or  \o 
remove  the  advantages  that  go  to  tlu 
low -cost  providers.  ■■& 
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Changes  in  Reserve  Position 
1986  to  1991 

21.8 


2.6 


1.0 


12.9 


17.0 


Copper 
(B/lb) 

We're  a  company  that  finds  things. 
In  Indonesia,  Freeport-McMoRan  discov- 
ered the  -largest  single  gold  reserve  and 
one  of  the  largest  copper  reserves  of  any 
mine  in  the  world.  And  in  the  Gulf  of 
Mexico,  we  recently  discovered  North 
America's  largest  existing  Frasch  sulphur 
deposit. 

We're -a  company  that  successfully 
manages  what  we  find.  Our  gold  and  cop- 


t5 

Gold  Sulphur  Phosphate 

(MM/oz)  (MM/lt)  Rock 

(MM/st) 

per  reserves  in  Indonesia  will  last  more 
than  23  years,  even  as  we  increase  pro- 
duction from  57,000  to  90,000  metric 
tons  of  ore  per  day.  Our  sulphur  reserves 
will  last  30  years  or  more  and  firmly  en- 
hance our  position  as  the  largest  integrat- 
ed and  one  of  the  lowest  cost  producers  of 
phosphate  fertilizers  in  the  world. 

We're  a  company  focused  on  growth. 
Since  1986,  we've  dramatically  increased 


12/31/86 


a      a 


12/31/91 


reserves  in  all  of  our  core  businesses:  cop- 
per, gold,  sulphur  and  phosphate  rock. 

Through  our  exploration  successes 
and  timely  increases  in  production  cq)ac- 
ity,  we  are  providing  substantial  rewards 
for  our  shareholders.  We  invite  you  to 
learn  more  about  Freeport-McMoRan  and 
how  we  are  managing  our  success. 

Freeport- 
McMoRan 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  F-3,  P.O.  Box  61119,  New  Orleans,  LA  70161. 
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David  Lockton's  Interactive  Network  provides  a  so- 
so  product  that's  difficult  to  use.  Customers  are 
staying  away.  Investors  should,  too. 

We're  the 
penis  of  Pauline" 


By  Lisa  Gubernick 

"This  may  be  the  most  important 
innovation  since  the  introduction  of 
television  itself,"  announces  David 
Lockton,  chief  executive  of  Interac- 
tive Network,  Inc.  What  is  Lockton 
selling  so  breathlessly?  A  2 -pound 
device  that  allows  viewers  to  talk  back 
to  their  TVs.  Sort  of 

For  $  1 99 ,  plus  $  1 5  a  month  for  the 
service,  this  device  lets  you  play  along 
with  everything  from  an  NFL  football 


game  (guess  the  play)  to  Jeopardy  I 
(guess  the  question)  to  Murder,  She 
Wrote  (guess  the  villain).  For  another 
$  10  a  month  you're  eligible  for  prizes, 
like  a  trip  to  the  Super  Bowl. 

Forget,  for  a  moment,  whether 
anyone  needs  or  wants  this  gizmo,  or 
even  how  it  works.  Tiny  Interactive 
Network  of  Mountain  View,  Calif 
was  the  biggest  percentage  gainer  on 
the  Nasdaq  in  the  fourth  quarter  of 


Interactive  Network's  David  Lockton 

The  most  important  innovation  since  the  introduction  of  the  television? 


1992,  its  share  price  rising  from  3V2  to 
12y8.  At  a  recent  price  of  12V4,  the 
company  has  a  market  capitalization 
of  about  $90  million. 

That's  a  pretty  optimistic  price  for 
the  stock  of  a  company  whose  reve- 
nues last  year  were  just  over  $500,000 
arid  which  lost  $16.7  million.  Interac- 
tive has  spent  much  of  its  five-year  life 
teetering  on  the  brink  of  insolvency. 
But  investors  love  a  "stor\',"  and  In- 
teractive tells  a  story  that  brought  in 
$16.5  million  in  a  1991  public  offer- 
ing. On  Feb.  25  PaineWebber  and 
Montgomery  Securities  filed  with  the 
Securities  &  Exchange  Commission 
to  sell  another  2.5  million  shares, 
which  would  bring  in  $30  million. 

What's  behind  the  story.'  Four  years 
ago  Lockton  envisioned  a  subscriber 
base  of  2.3  million  by  the  end  of 
1992.  He  ended  up  with  3,300,  25% 
fewer  than  was  projected  as  recently  as 
last  August.  "It  took  us  longer  to 
launch  than  we  thought,"  he  says. 
Still,  he  insists  his  current  subscriber 
base  is  twice  as  large  as  he  anticipated. 

Dave  Lockton  has  gotten  good  at 
last-minute  recoveries.  "We're  the 
perils  of  Pauline,"  he  laughs.  What  he 
means  is  each  time  his  company  has 
been  pushed  to  the  edge  of  insolven- 
cy, it's  been  rescued — by  no  less  than 
NBC,  Gannett  Co.  and  Cablevision 
Systems.  Since  Interactive's  inception 
in  1988,  this  threesome  has  pumped 
over  $12  million  into  the  company. 

No  question,  55-year-old  David 
Lockton  is  a  hell  of  a  salesman.  A 
former  sports  lawyer — O.J.  Simpson 
was  a  client — Lockton  arrived  in  Sili- 
con Valley  in  1981.  That  year  he 
founded  Dataspeed,  Inc.,  which  uti- 
lized an  unused  portion  of  the  FM 
radio  band  to  broadcast  real-time 
stock  quotations.  Customers  get  the 
quotes  through  a  hand-held  device 
called  QuoTrek.  In  1985  Lockton 
sold  Dataspeed  to  Lotus  Develop- 
ment Corp.  for  $6.5  million. 

He  then  paid  Lotus  $1  to  buy  back 
the  rights  to  a  patent  application  cov- 
ering the  technology  that  would  be- 
come Interactive  Network.  A  year 
later  the  patent  was  granted.  Lockton 
put  up  nearly  $1  million  of  his  own 
money  to  get  the  company  started. 
The  first  chunk  of  outside  cash  came 
from  NBC,  which,  together  with  a  I 
(>anadian  cable  company,  put  upj 
$600,000.    Lockton's   cousin    John 
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e  Financial  Strength  of  The  Guardian 


The  Guardian's  Report  Card 
Says  It  All:  Still  Straight  A's 

Despite  these  financially  uncertain  times, 
The  Guardian  is  making  the  grade  by 
earning  the  highest  marks  for  fiscal  strength 
from  each  of  the  leading  independent 
financial  rating  services.  Aaa  from 
Moody's.  AAA  from  Standard  &  Poor's. 
And  A+  +  from  A.M.  Best.  In  fact,  only 
seven  companies  in  the  United  States  are 
on  the  honor  roll  of  all  three  rating  services. 
And  two  of  the  seven  companies  are  part 
of  The  Guardian  family. 

No.  1 1n  Our  Class 

FORTUNE®  magazine  recognizes  The 
Guardian  as  the  #1  life  insurance  company 
of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets.  And  that's  a 
major  factor  in  determining  an  insurer's 
financial  strength. 

Our  Hard  Work  Pays  Dividends 

We've  done  our  homework  every  day  for 
133  years.  It's  how  we've  kept  our  financial 
house  in  order  through  good  economies 
and  bad.  And  all  of  our  hard  work  is  con- 
tinuing to  pay  off  in  tangible  policyholder 
benefits,  like  our  impressive  dividends. 
This  past  year  The  Guardian  distributed 
the  highest  dividend  in  its  history  — 
continuing  an  unbroken  record  since  1860. 

Put  Us  To  The  Test 

Take  this  quick  quiz:  Does  your  insurance 
company  consistently  receive  the  highest 
marks  from  the  major  rating  services?  Is 
the  Life,  Disability  or  Group  policy  you 
bought  five  years  ago  living  up  to  its  prom- 
ises? Is  the  variable  annuity  you  bought 
performing  up  to  your  expectations?  If  the 
answer  to  any  one  of  these  questions  is 
'I'm  not  sure'  or  'No',  put  The  Guardian 
to  the  test  for  your  next  purchase. 

Call  1-800-662-1006. 

You'll  learn  more  about  the  financial 
strength  of  The  Guardiar.  and  more  about 
our  superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Reinsurance, 
Disability  Income  Protection,  Equity 
Products,  or  Asset  Management.* 


^  The  Guardian" 

The  Intelligent  Choice" 

Since  1860 

*  Equity  products  are  offered  througti  Guardian  Investor 
Services  Corporation®,  a  wholly-owned  subsidiary  of 
The  Guardian  Insurance  and  Annuity  Company. 

©1993  The  Guardian  Life  Insurance  Company  of  America 
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Lockton  Jr.,  former  president  of 
Warner  Aniex  Cable  Communica- 
tions, Inc.,  made  the  introductions 
and  is  now  chairman  of  Interactive. 

There's  no  question  about  the  sys- 
tem's working.  In  a  control  room  at 
the  company's  Mountain  View  head- 
quarters, a  team  of  specialists,  called 
"data  jockeys,"  analyze  live  and  pre- 
recorded television  shows.  They  sup- 
ply data — options  for  the  quarter- 
back's next  play,  or  multiple  ques- 
tions for  Jeopardy! — synchronized 
with  the  ex'ents  on  viewers'  tele\'i- 
sions.  That  information  is  transmitted 
to  nearby  fm  radio  stations,  which 
relay  the  signal  to  subscribers  over  the 
same  fm  sideband  that  QuoTrek  uses. 

Users  then  choose  from  the  options 
on  the  control  unit's  screen,  pushing 
the  button  next  to  their  choice.  Points 
are  scored  for  every  correct  choice, 
and,  at  the  end  of  each  show,  partici- 
pants plug  their  phone  lines  into  their 
control  units  and  transmit  their  re- 
sults. Computers  tally  everyone's 
score,  reporting  back  in  four  minutes 
how  one  has  scored. 

So  far  so  good,  but  it's  difficult  to 
play  Interactive's  game  and  watch 
television  at  the  same  time.  "Lockton 
was  first,"  says  Laurie  Frick,  a  market- 
ing manager  with  Hewlett-Packard 
Co.,  which  will  introduce  a  compet- 
ing product  by  year's  end.  "But  being 
early  doesn't  work  unless  your  prod- 
uct is  great."  gte  Corp.  is  also  testing 
a  similar  concept.  Both  systems  will 
put  information  right  on  the  televi- 
sion screen,  making  them  easier  to 
use.  "Lockton's  box  is  the  pet  rock  of 
interactive  TV,"  says  Denise  Caruso, 
editor  of  Digital  Media,  an  industry 
newsletter.  "It's  a  gadget,  and  gad- 
gets come  and  go." 

Whether  Interactive  stays  depends 
heavily  on  its  proposed  secondary  of- 
fering. According  to  its  prospectus, 
Interactive  does  not  have  sufficient 
cash  to  satisfy  its  needs  beyond  this 
month.  If  public  investors  do  rescue  it 
from  the  oncoming  train,  the  pro- 
spectus further  states  that  even  after 
the  offering  the  company  will  need  to 
raise  additional  money  before  it  turns 
cash  flow  positive.  There  arc  no  signs 
that  the  big  outfits  that  pumped  mon- 
ey in  earlier  will  come  up  with  more. 

We  don't  think  much  of  the  system 
itself,  but  we'd  rather  become  a  cus- 
tomer than  a  shareholder.  Hi 


Civil  engineers  Scott  Taylor  and  John  Biver 
were  going  nowhere  with  their  little 
software  company.  Then  they  brought  in 
an  outsider  to  be  their  boss. 

^^ght  here  in 
little  Dubuque" 


By  Damon  Darlin 

In  1983  Scott  Taylor  and  John  Biver, 
two  civil  engineers  in  Dubuque, 
Iowa,  wanted  to  buy  a  personal  com- 
puter to  simplif}'  their  tedious  calcula- 
tion and  drafting  tasks.  Their  firm's 
elderly  partners  refijsed  to  put  up  the 
$7,500  it  then  cost  to  buy  an  IBM  PC, 
printer  and  basic  sofhvare.  So  the  x\\o 
bought  their  own.  Only  then  did  they 
discover  there  was  no  software  avail- 
able to  handle  their  specific  needs. 


With  only  memories  of  a  college 
course  in  programming  as  their  guide, 
they  wrote  a  few  little  programs  of 
their  own  in  their  spare  time.  One  of 
the  first  calculated  earthwork  vol- 
umes, or  how  much  dirt  had  to  be 
moved  by  a  road  crew,  cutting  a  five- 
hour  task  to  five  minutes. 

Proud  of  their  accomplishment, 
and  hoping  to  bring  in  consulting 
work,  they  took  their  software  to  a 


Engineering  Data 
Systems  founders 
Scott  Taylor  and 
John  Biver 
They  decided  to 
quit  their  jobs 
during  a  long 
drive  across  Iowa. 
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Washington  &  World  Business 

Setting  The  New  Agenda 


Washington,  D.C,  April  29-30, 1993 


In  his  inaugural  address,  President  Clinton  pledged  an  end 
to  an  era  of  deadlock  and  drift  and  a  new  season  of 
American  renewal. 

This  conference,  co-sponsored  by  the  European  Council 
of  American  Chambers  of  Commerce  and  the 
International  Herald  Tribune,  will  provide  a  unique 
opportunity  to  learn  first-hand  what  the  President  has 
accomplished  in  his  first  days  in  office  and  to  see  how  his 
strategy- for  change  will  affect  business  relations  between 
the  United  States  and  Europe. 

The  program  will  include  cabinet  members  and  other 
administration  officials,  members  of  Congress  and  influen- 
tial representatives  of  American  business,  academia  and 
the  press. 

The  conference  has  already  generated  tremendous 
interest.  For  full  program  details,  please  send  your  busi- 
ness card,  without  delay,  to: 

Jane  Blackmore 

Washington  Conference 

international  Herald  Tribune 

iVA  Long  Acre.  London  WC2E  9JH 

Tel:    (44  71)836  4802 
Pax:  (44  71)836  0717 


STARTING  YOUR  OWN  BUSINESS 


conxcntion  of  Iowa  county  engineers 
in  Ames  and  showed  it  off  to  highway 
and  site-planning  engineers.  Instead 
of  consulting  work,  they  got  rec]uests 
for  the  software  itself 

A  business  in  the  making? 

During  the  long  drive  back  across 
Iowa,  Taylor  and  Biver,  then  28  and 
29,  respectively,  convinced  them- 
selves it  was.  The  next  day,  with  no 
more  assets  than  their 
$7,500  n:  and  $1,100 
promised  for  a  consult- 
ing job,  they  quit  their 
jobs  and  turned  their  at- 
tention to  Engineering 
Data  Systems  Corp. 
That  was' 1984. 

Over  the  next  six  years 
Taylor  and  Biver  haci 
plenty  of  opportunities 
to  decide  they  had  made 
a  mistake.  Selling  mostly 
by  word  of  mouth,  they 
brought  in  $45,000  the 
first  year;  after  four  years 
the  little  company  was 
still  doing  only 

$750,000.  They  sur- 
vived by  doing  consult- 
ing work  for  contractors 
and  county  engineers 
and  keeping  costs  low. 
They  ran  the  company 
out  of  Biver's  basement. 
Both  their  wives  had  to 
work  at  outside  jobs, 
Taylor's  wife  as  a  com- 
puter programmer,  Bi- 
vcr's  as  a  grocer\'  store 
cashier. 

The  big  break  finally 
came  in  late  1989,  when 
their    accountant,    who 
they    had    met    playing 
church    league    basket- 
ball, introduced  the  pair 
to  Rodney  Blum.  Blum, 
now  37,  was  a  part-time     ^^^H 
consultant  who  had  pre- 
viously been  a  marketing  manager  at 
CyCare    Systems,    Inc.,    a    medical 
claims  data  processing  company. 

"I  saw  right  away  these  guys  had  a 
great  product,  but  their  problem  was 
nobody  knew  about  it,"  says  Blum. 
"They  were  waiting  for  the  phones  to 
ring."  He  convinced  Biver  and  Taylor 
to  supplement  their  trade-publication 
ads  and  word  of  mouth  with  telemar- 
keting  their  software.    'Tt   was   the 


quickest  way  to  get  the  message  to  the 
customers.  Our  competitors  had  the 
dealers  locked  up,"  says  Blum. 

"We  recognized  right  away  that 
this  guy  could  help  us,"  says  Biver. 
Within  six  months  the  founders  of- 


surveyors  and  civil  engineering  cor 
sultants.  Blum  says  he  expects  sales  t 
reach  $11  million  this  year,  up  frof 
almost  $6  million  in  1992.  Individu; 
programs,  which  run  on  workstatior 
or  high-powered  pc:s,  sell  for  $49E 


fered  to  bring  Blum  in  to  run  the  -  for  a  basic  surveying  calculation  pre] 

company;  they  would  take  backseat     gram,  to  $2,495,  for  its  bestsellin! 

jobs  as  vice  presidents.  Blum  was  wor-      RoadCalc. 

ried  at  the  prospect  of  bossing  the  In  addition  to  telemarketers.  Blur 

hired  about  20  civil  en 
gineers  and  land  sur\'ey 
ors  to  answer  c]uestion 
over  a  toll-free  line.  "I 
I'm  a  civil  engineer, 
want  to  talk  to  a  civa 
engineer,"  says  Blum 

By    Blum's   estimate 
the  company  is  now  ii 
second  place  among  9( 
competitors  in  the  esti 
mated      $800     millioi 
niche    market   for   lane 
suneying  and  civil  engi 
neering  software,   clos 
ing  in  on  industiy  leade 
Intergraph      Corp.      oi 
Huntsville,  Ala.  The  lat 
ter    is    a    $1.2    billion 
(1992  revenues)  vendoi 
of  turnkey  workstation 
systems    for   computer- 
aided  design,  manufac- 
turing and  engineering; 
last  year  it  acc]uired  a 
company  with  a  product 
similar   to   Engineering 
Data's. 

Does  it  worr\'  this 
small  town  crew  that 
they  are  up  against  such 
a  giant?  "We're  capable, 
right  here  in  little  Du- 
buque, Iowa,  of  being 
the  absolute  market 
leader,"  responds  Rod 
Blum.  He  thinks  that  be- 
ing smaller  and  more 
nimble  will  help  his  little 
company  continue  to 
grab  market  share. 

Meanwhile,   Tavlor,    now 


Engineering  Data  President  Rod  Blum 

"These  guys  had  a  great  product,  but  nobody  knew  about  it 


founders,  so  he  made  ownership  a 
condition  of  taking  the  job.  He  won't 
say  how  much  x)f  the  company  he 
owns,  but  it's  enough  to  give  him  the 
swing  vote  in  case  of  disagreement 
between  the  two  main  partners. 

What  a  difference  a  marketing  man 
makes.  Since  Blum  took  charge  in 
1990,  Engineering  Data  has  grown  to 
145  employees,  mostly  telemarketers 
cold -calling  county  engineers,  land 


36,    IS 

looking  into  de\eloping  software  for 
computer-aided  manufacturing,  and 
Biver,  38,  heads  the  engineering  and 
architectural  software  operations. 
How  does  the  pair  feel  about  having 
an  outsider  as  chief  executive  of  their 
baby?  Says  Taylor:  "I  feel  more  in 
control  today  than  I  did  five  years 
ago."  ■ 
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At  PNC  Bank,  the  most  important 

measure  of  our  performance  is  how 

we  perform  for  you. 


Rising  costs.  Shrinking 
resources.  Growing  competition. 
Every  day,  companies  like  yours 
are  being  asked  to  improve 
their  performance  in  a  difficult 
business  environment. 

That's  where  PNC  Bank  can 
help.  Because  at  PNC  Bank,  we 
not  only  understand  your  per- 
formance goals,  we  share  them. 

With  more  than  $50  billion 
in  assets,  strong  core  earnings 
and  extremely  high  capital 
ratios,  PNC  Bank  is  already  one 


of  the  nation's  leading  financial 
institutions. 

But  as  important  as  that  may 
be,  that's  not  how  we  measure  our 
performance.  Instead,  at  PNC 
Bank,  we  measure  ourselves  by 
how  well  we  perform  for  you. 

We  start  by  offering  a  complete 
array  of  high-performance 
corporate  banking  products  and 
ser\'ices. 

Then  we  put  them  in  the 
hands  of  our  experienced 
relationship  officers,  who  have 


the  flexibility  and  freedom  to 
make  decisions.  And  who  are 
backed  by  the  financial  strength 
and  resources  to  stand  by  them. 

That's  why  so  many  of 
America's  largest  corporations 
and  thousands  of  middle  market 
companies  count  on  PNC  Bank 
for  the  financial  services  they 
need  to  perform  in  these 
challenging  times.  And  that's  the 
performance  that  counts  to  us. 

For  more  information  about 
PNC  Bank  call  1-800-762-4727. 

PNCBANK 

Where  Rrformance  Counts 
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Bob  Macauley  is  running  drugs  to  the  Russians,  and 
proud  of  it.  A  spoonful  of  sugar  in  the  tax  code  helps. 

^^I'm  nothing 
but  a  beggar" 


By  James  R.  Norman 

As  HE  POURS  COGNAC  for  his  American 
guests,  Russian  physician  Kudrat  M. 
Abdulkadirov  is  expansive.  Baxter 
Healthcare  Corp.  has  just  donated  to 
his  blood  institute  in  St.  Petersburg 
28  cases  of  Factor  VIII,  a  high-tech 
coagulant  that  lets  hemophiliacs  un- 
dergo surgery.  It's  a  year's  supply  for 
the  clinic,  and  worth  $1  million — far 
more  than  the  500-bed  facilit\''s  en- 
tire annual  budget. 

Like  the  old  Soviet  government, 
the  nev^'  Russian  one  lacks  foreign 
exchange  to  buy  such  medicines.  But 
unlike  the  socialist  dictatorship,  the 
new  government  is  not  ashamed  to 
accept  charity  if  it  helps  to  save  lives. 

Abdulkadirov  has  his  shipment 
thanks  to  AmeriCares,  a  nonprofit 
relief  group  run  out  of  New  Canaan, 
Conn,  that  has  helped  turn  a  trickle  of 
U.S.  medical  donations  into  a  steady 
flow.  AmeriCares  is  a  splendid  exam- 
ple of  what  a  free-enterprise  approach 
can  accomplish  in  the  charit)'  busi- 
ness. Fundraising  costs  and  overhead 
for  the  40-empfoyee  operation  was 
just  r.4%  of  the  SI 40  million  in  sup- 
plies AmeriCares  sent  abroad  last 
year.  That  made  it  one  of  the  most 
efficient  of  300  charities  evaluated  by 
the  National  Charities  Information 
Bureau  (Forbes,  Oct.  26,  1992). 

AmeriCares'  founder  and  unpaid 
chairman  is  Robert  Macauley,  a  kin- 
dergarten and  Yale  chum  of  George 
Bush's.  ASttr  flying  cargo  planes  in 
World  War  II,  Macauley  knocked 
about  playing  piano,  including  once 
in  a  Paris  whorehouse.  He  settled 
down  to  a  successful  career  in  the 
paper  business,  going  deep  into  debt 
to  build  a  paper  mill.  In  1992  he  sold 
his  stake  in  the  $87  million  (sales) 
Virginia  Fibre  Corp.  to  Greif  Bros. 


Robert  Macauley,  AmeriCares'  founder 
Delivering  medicine  efficiently. 


Corp.  in  Ohio. 

Now  Macauley  devotes  his  ample 
energies  and  business  skills  to  bring- 
ing lifesaving  pharmaceuticals  to  peo- 
ple who  couldn't  otherwise  affbrd 
them.  He  persuades  drug  companies 
to  give  him  surplus  goods,  then  goes 
out  and  raises  the  money  for  shipping 
them  to  those  in  need.  Grins  Macau- 
ley, 69:  "I'm  nothing  but  a  beggar." 

This  is  big-time  panhandling. 
AmeriCares'  deliveries  of  the  $140 
million  of  medicines,  at  retail,  were  up 
from  $103  million  in  1991.  This 
year's  aim  is  $200  million.  Since  its 
startup  in  1982,  the  group  has 
shipped  $680  million  in  medicines 
and  supplies,  and  by  the  end  of  1995 
Macauley's  target  is  $1  billion. 

In  getting  the  drug  companies  to 
give  him  the  stuff,  Macauley  has  got- 
ten a  big  boost  from  a  provision  in  the 
1986  tax  act,  which  allows  up  to  200% 
deductions  for  donated  inventor)'  to 
help  infants,  the  needy  or  the  sick.  If  a 
pill  costs,  say,  $1  to  produce  and 
wholesales  for  $3,  the  maker  can  de- 
duct the  cost  plus  up  to  half  the 
markup,  or  $2,  if  the  pill  goes  to 
charity.  With  Washington  muttering 


about  high  drug  profits,  charity  is  not 
just  a  virtue — it's  smart  business. 

Besides  tax  breaks,  there  are  mar- 
keting benefits  for  the  donors.  David 
Williams,  president  of  Connaught 
Laboratories  Inc.,  which  just  gave  the 
Russians  $13  million  of  polio  vaccine 
through  AmeriCares,  explains: 
"Someday  Russia  will  be  a  market.  So 
while  meeting  a  need,  maybe  we  can 
plant  seeds." 

Drug  donations  also  spare  manu- 
facturers the  cost  of  destroying  sur- 
plus medicines — often  classed  as  haz- 
ardous waste.  This  can  be  ten  times 
the  manufacturing  cost  and  risks  fij- 
ture  pollution  liabilit)'. 

Naturally,  drug  companies  don't 
want  surplus  pills  filtering  into  the 
black  market  for  sale  again  in  Miami — 
a  real  threat  given  the  corruption  in 
most  Third  World  countries.  Thus 
AmeriCares  won't  give  drugs  to  gov- 
ernments. "The  biggest  thing  donors 
need  is  trust  in  the  distribution,"  says 
Peter  Keating,  AmeriCares  executive 
vice  president. 

To  control  final  distribution, 
AmeriCares  uses  the  Roman  Catholic 
Knights  of  Malta  in  Latin  America. 
Leftist  loudmouths,  ever  eager  to  dis- 
parage Ajnerican  moti\'es,  have  sug- 
gested that  AmeriCares  is  a  CIA  front. 
They  have  no  evidence,  but  they  rare- 
ly do.  Stephen  Johnson,  AmeriCares 
president,  responds:  "Bob  won't  take 
orders  from  bureaucrats.  They  don't 
use  us:  We  use  them.'''' 

Not  that  bureaucrats  don't  some- 
times create  problems  for  Ameri- 
Cares. A  U.S. -government-chartered 
cargo  plane  carr\'ing  40  tons  of  Ty- 
lenol, Dristan,  Maalox,  Robitussin 
and  assorted  antibiotics  to  Dr.  Abdul - 
kadirov's  clinic  and  a  dozen  other 
local  hospitals  in  January  was  turned 
back  from  Russian  airspace:  An  offi- 
cial didn't  recognize  the  pilot's  entiy 
code.  When  it  landed  a  day  late, 
AmeriCAires  had  to  scramble  for  a 
ground  crew  and  unload  some  of  the 
medicines  by  hand  in  a  below-zero 
squall.  The  medicines  were  then 
counted  and  distributed  under  the 
watchful  eye  of  an  AmeriC'ares  staffer. 
In  Russia,  where  rubles  won't  buy 
much,  AmeriCares  was  able  to  buy  an 
extra  measure  of  devotion  from  the 
people  who  did  the  work  by  paying 
them  with  cigarettes,  candy,  soda — 
and  a  few  American  dollars.  ^ 
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"Moving  In  Quality  Circles 


?5 


tJor  a  supplier  of  metallurgical  products  to 
today's  industry,  controlling  quality  statistically  -  or,  Statistical  Process  Control  -  is  a  way  of  life. 
The  theory  of  SPC  is  easily  taught . . .  but,  theory  doesn't  feed  the  bulldog. 

"If  you  want  something  done  right,"  goes  the  saying,  "do  it  yourself."  So  we  did.  At  Fansteel 
Washington  Manufacturing,  a  major  supplier  of  wire  form  products  to  a  myriad  of  industries, 
Quality  Circles  were  formed  for  employees  to  teach  the  application  of  Statistical  Process  Control 
to  themselves.  Management  personnel,  as  well  as  line  workers,  were  included. 

Did  it  work?  Ask  John  Deere.  Or  Toro  Wheelhorse.  Or  Donaldson  Company  Or  Amana 
Refrigeration.  Or  any  Fansteel  Washington  customer  that  requires  the  quality  to  be  built  in 
through  SPC.  At  Fansteel  Washington 
Manufacturing,  we  move  in  Quality 
Circles.  It's  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Washington  Manufacturing  supplies  wire  forms 
and  fasteners  to  a  wide  variety  of  industries 
rangingfrom  appliances  to  recreational  products. 


Fansteel  is  a  Specialty  Metals  Manufacturer  of  Fabricated  Aircraft/  Aerospace  and  Weapons  Systems  Components, 

Forcings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 

Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms. 


[Fansteel 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


■iWi]M:nii:[i 


EDITED  BY  JOSHUA  LEVINE 


Think  classy  auto  racing  and  you  think 
Grand  Prix.  Think  again. 

The  Tfirong 
fomnda 


By  Nina  Munk 

Europe's  Formula  One  circuit  lias 
always  been  the  world's  preeminent 
showcase  for  auto  racing  at  its  most 
dashing.  Americans  like  driving  at 
near-supersonic  speeds  around  and 
around  in  circles.  But  the  Europeans 
prefer  piloting  sleek,  whippet-like  cars 
through  Old  World  streets  and  twist- 
ing tracks.  It's  more  a  test  of  automo- 
ti\'e  nimbleness  and  agilit)'  than  raw 
power,  and  it's  given  Formula  One 
unrixaled  cachet  around  the  world. 

But  cachet  can  get  too  expensive. 
Formula  One  costs  have  run  amok. 
Budgets  for  the  top  Formula  One 
teams  no\\'  run  between  $70  million 
and  SI 00  million  a  year — Brazilian 
driver  Ayrton  Senna  raked  in  S22 
million  last  year,  making  him  the 
third-highest-paid  athlete  in  the 
world  (Forbes,  Nov.  23,  1992). 

On  top  of  those  outlays,  the  teams 
garner  as  much  as  another  $60  million 
each  in  the  form  of  engines,  tires  and 
fuel  that  sponsors  supply  for  free. 
Spending  for  Formula  One's  16 
teams:  around  $1  billion,  not  includ- 
ing promotion. 

Listen  to  Flavio  Briatore,  managing 
director  of  the  Benetton  Formula 
One  team  and  one  of  the  most  power- 
ful men  in  auto  racing:  "Technolog)' 
is  all  very  fine,  but  the  people  who 
watch  television  don't  care  if  Senna 
has  active  suspension  or  [Britain's  Ni- 
gel] Mansell  has  fly-by-wire  throttle 
response  systems." 

Briatore  complains  that  the  costs  of 
such  sophisticated  technology  drive 
man)'  potential  competitors  from  the 
field.  With  fewer  teams  able  to  raise 
the  money  needed,  competition  is 
thinning  and  winners  are  often 
crowned  long  before  the  season  is 
over.  Last  year  Mansell  was  declared 


world  champion  after  just  11  races, 
making  the  final  5  races  of  the  season 
meaningless. 

Europeans  get  awfully  snooty  when 
they  talk  about  America's  around- 
and-around-st\de  car  contests.  Ameri- 
can races — notably  the  IndyCar  cir- 
cuit, which  includes  the  Indianapolis 
500 — still  lag  Formula  One  in  both 
worldwide  television  coverage  and 
the  high-tech  image  that  many  spon- 
sors seek.  But  that's  changing. 

After  almost  two  years  of  negotia- 


tions, Carl  Haas,  co-owner  of  the 
Newman  Haas  Racing  IndyCar  team 
along  with  actor  Paul  Newman,  pre- 
vailed on  Nigel  Mansell  to  jump  ship 
From  now  on,  Mansell  will  be  driving 
around  and  around. 

Honda  Motor  Co.,  a  mainstay  of 
Formula  One,  is  pulling  out,  too,  and 
is  looking  to  switch  to  the  IndyCar 
circuit.  Because  of  restrictions  that 
limit  high-ticket,  high-tech  gimmick 
ry,  IndyCar  team  budgets  run  just  $3 
million  to  $10  million.  Honda  is  esti 
mated  to  have  spent  $50  million  j 
year  for  the  past  ten  years  developing 
engines  for  Formula  One. 

Two  years  ago  IndyCar  introduced 
a  race  in  Australia — its  first  outside 
North  America.  Plans  are  in  the  works 
for  Asia  and  Europe.  IndyCar  races 
will  be  televised  in  90  countries  this 
year.  Estimated  revenues  for  the  series 
are  $400  million,  up  from  $100  mil 
lion  in  1985. 

"Formula  One  is  in  a  bind  because 
they've  ignored  market  forces,"  sayi 
William  Stokkan,  chairman  of  Cham 
pionship  Auto  Racing  Teams,  which 
runs  IndyCar.  "I  don't  apologize  for 
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^c  fact  that  part  of  our  rules  are 
>ieant  to  maintain  the  entertainment 
«alue  of  the  sport." 
,  Sponsors  agree.  "Tiie  IndyCarpeo- 
I'le  understand  that  they  are  sponsor- 
■  cpendent,"  says  Ellen  Merlo,  a  vice 
■resident  at  Philip  Morris.  "Their  sup- 
ort  goes  far  beyond  Formula  One's." 

The  mandarins  of  Formula  One 
•retend  they  aren't  concerned.  "If 
teople  prefer  pro  wrestling  over 
leavyweight  boxing,  then  let  them 
^^atch  pro  wrestling,"  sniffs  Bernard 
icclestone,  who  pretty  much  runs 
brmula  One  as  head  of  the  Formula 
L)ne  Constructors  Association. 

Despite  Ecclestone's  disdain,  For- 
nula  One  is  moving  to  imitate  its  fast- 
growing  American  cousin.  In  mid- 
'cbruary  the  Federation  Interna- 
ionale  du  Sport  Automobile,  the 
luto  racing  governing  body,  throttled 
Jack  technological  overdrive.  New 
iules  call  for  the  introduction  of,  yes, 
\merican- style  oval  tracks  for  some 
races.  Concedes  FISA  spokesman  Mar- 
in Whitaker:  "There  is  no  point  hav- 
ng  a  championship  if  there's  no  com- 
petition." ^ 


Grand  Prix  winner 
Nigel  IVIansell 
Mansell  took  the 
title  after  only  11 
races,  making 
the  other  5  races 
a  ho-hum  affair. 


Move  over,  oenophiles, 
here  come  the  olivophiles. 

Oil  snobs 


$24  olive  oil 

Are  they  joking? 


To  MOST  PEOPLE,  extra 
virgin  sounds  like  the 
hymenal  opposite  of  a 
little  pregnant — you  ei- 
ther are  or  you  aren't. 
But  we're  talldng  olive 
oil,  a  booming  market 
where  both  the  termi- 
nology and  the  prices  are 
starting  to  make  buying 
wine  sound  simple. 

Take  La  Giara,  the  lat- 
est fancy  Italian  import, 
which  comes  from 
southern  Italy's  Calabria 
region.  It's  not  only 
"extra  vergine,"  it's  also 
"cold  pressed"  and 
clearly  stamped  on  the 
label  with  the  month 
and  year  of  its  bottling, 
like  a  wine  vintage  but  more  specific. 
Price?  Twenty-four  dollars  a  liter — 
around  three  times  what  your  ordi- 
nary liter  bottle  goes  for  and  double 
the  price  of  many  good  cabernet 
sauvignons. 

U  all  this  a  joke?  No,  just  smart 
marketing.  Why  sell  a  product  for  $7  a 
liter  when  you  can  gimmick  it  up  a  bit 
and  get  $24? 

First,  the  production  date.  Au- 
thorities swear  it's  critical  because  ol- 
ive oil  loses  its  flavor  after  18  months, 
even  though  it  doesn't  look  much 
different.  Few  people  can  tell  the  dif- 
ference. Only  the  date  tells  them. 

"Extra  vergine"  means  the  olives 
haven't  been  chemically  processed  to 
remove  acidity,  they've  simply  been 
pressed  and  heated.  "First-pressed" 
means  the  olives  haven't  been 
squished  twice  or  more,  and  the 
"cold-press"  method  operates  at  low- 
er pressure  with  no  heat,  using  more 
olives,  to  make  the  oil  more  flavorful. 

Want  to  test  these  claims?  If  you 
happen  to  be  in  Manhattan  or  Wash- 
ington, drop  by  Dean  &  DeLuca  or 
other  swanky  shops  for  tastings, 
which  are  the  primary  means  of  mar- 
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keting  these  products. 
Chances  are  you  won't 
be  able  to  taste  the  dif- 
ferences. "It's  not  like 
wine,"  says  Stephen 
Grace,  packaged-goods 
buyer  at  Dean  &  De- 
Luca. "It's  very  subtle." 
What  isn't  so  subtle  is 
the  appeal  to  food  snob- 
bery. It  works  very  well 
for  Samaritana  Rattazzi, 
a  Roman  lobbyist  and 
niece  of  Giovanni  Ag- 
nelli, who  bought  La 
Giara  in  1986  and  built 
its  new  pressing  factory 
2y2  years  ago.  Rattazzi 
now  sells  about  2  million 
bottles  of  the  loftily 
priced  La  Giara  world- 
wide and  has  high  hopes  over  here. 
"People  here  are  finally  getting  con- 
cerned about  what  they  throw  down 
their  throats,"  she  crows. 

Though  medical  evidence  is  un- 
clear, olive  oil  has  been  getting  lavish 
press  as  a  virtuous  alternative  to  other 
oils  and  animal  fats — it's  loaded  with 
monounsaturated  fats,  which  pro- 
mote the  so-called  good  cholesterol. 
And  it  doesn't  hurt  that  this  prime 
ingredient  of  la  dolce  vita  is  indispens- 
able to  one  of  the  world's  most  popu- 
lar cuisines.  As  a  result,  olive  oil  dollar 
volume  in  the  U.S.  grew  40%  in  1990, 
11%  in  I99I  and  43%  in  1992,  to 
$247  million. 

Most  of  that  comes  from  the  less 
expensive  stuff — around  $7  a  liter. 
Though  the  base  is  much  smaller,  the 
action  is  in  high-priced  oils  like  La 
Giara.  La  Rattazzi  thinks  Americans 
could  buy  500,000  liter  botdes  of  the 
vintage,  extra  virgin  variety  within  a 
few  years.  Dean  &  DeLuca  carries  La 
Giara,  and  around  20  other  brands, 
some  at  $60  a  liter.  Despite  the  prices, 
the  store's  olive  oil  business  grew 
between  15%  and  20%  last  year,  mak- 
ing it  one  of  its  hot  categories. -J.  L.IH 
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If  you  want  to  get  into  movie  production, 

start  out  in  cliicken  farming.  Tlien  learn  Fortran, 


Airtistic  programming 


By  Joel  Millman 

How  DID  Daniel  Langlois  get  into  the 
jet  set,  flitting  between  offices  in  Hol- 
lywood, Milan,  Montreal  and  Hong 
Kong?  By  growing  up  on  a  chicken 
farm  in  St. -Jerome,  Que.,  30  miles 
outside  Montreal. 

Farm  life  north  of  the  St.  Lawrence 
River  means  long  winters  and  short 
days,  which  left  the  young  Langlois 
with  plenty  of  free  time  to  indulge  his 


love  of  drawing  and  design.  That  led, 
after  a  college  degree,  to  a  part-time 
job  with  Canada's  National  Film 
Board,  working  on  animation  proj- 
ects. By  1979  the  agency  had  acquired 
a  Digital  Equipment  computer  to 
automate  some  aspects  of  cartoon 
production,  only  to  realize  no  one 
there  knew  how  to  operate  the  thing. 
Langlois  taught  himself  Fortran  pro- 


gramming and  talked  himself  into 
ftill-time  job. 

By  1985  the  resourceftil  Langloi^ 
was  co-directing  films  on  his  own] 
including  Tony  de  Peltrie,  a  six-min] 
ute  cartoon  that  is  arguably  the  firsj 
fiilly  computer- generated  film  with 
story  line.  Langlois  turned  that  sue] 
cess  and  $50,000  of  his  own  mone\| 
into  a  startup  called  Softimage.  Some 


Daniel  Langlois, 
Softimage  founder 
and  chief  executive 
"There  is  only 
one  way  I'm  goin| 
to  get  the 
product  I  want— 
if  I  design  it 
myself." 
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Software  Coach. 


CA90s 
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One  of  the  finest  academic  insti- 
tutions in  the  country  -  the 
University  of  Miami  -  also  has 
one  of  the  best  football  teams. 

But  you  should  really  see 
their  computer  team. 

Led  by  veteran  CIO  Lew 
Temares,  the  University  of 
Miami  Information  Resources 
Department  has  been  racking 
up  some  pretty  impressive 
statistics  of  its  own 
over  the  past  10 
years. 

"Service  levels 

are  at  a  record  high.  ^:iSSf 
Response  time  has    po^  The  90s. 

been  cut  in  half  and  we're 
always  on  time  and  under  bud- 
get," says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and 
Computer  Associates  software. 
"Everything  we  do  is  built 
around  CA database  and  sys- 
tems software,"  says  Temares. 
"It  gives  us 
one  totally 
integrated 
environment 
across  the 
entire 
University. 
And  that 


University  of  Miami  CIO 

Lew  Temares,  Ph.D., 

is  on  a  winning  streak 

with  advanced  ca  database 

and  systems  software. 


keeps  all  our  customers  happy ' 
And  the  game  plan  for  this 

year? 

"Same  as  last  year.  Work 

hard  and  play  to  win." 


^ 


OMPimse 

iSSOQATES 

Software  superior  by  design. 


©  Computer  Associates  International,  Inc., 

One  Computer  Associates  Plaza,  Isiandia,  NY  11 788-7000. 

1-800-CALLCAl. 
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xenture  capital,  together  with  heft)' 
subsidies  from  the  national  and  pro- 
vincial governments,  enabled  him  to 
get  the  firm  off  the  ground. 

Langlois'  Montreal -based  compa- 
ny produces  animation  and  xicleo 
editing  softsxare.  The  software  does 
for  computer  animators  what  spread- 
sheets do  for  computer  accountants: 
It  xastly  speeds  up  what  would  other- 
wise be  a  laborious  process  of  creating 
custom-made  code.  Thus,  if  you  have 
a  digitized  image  of  a  robot,  anci  want 
to  rotate  it,  walk  it  across  the  screen  or 
transmute  it  into  a  humanoid,  Soft- 
Image  commands  are  a  convenient 
shorthand. 

This  digital  handiwork  is  extremely 
valuable  these  days,  when  computer- 
ized special  effects  are  ver)'  much  in 
demanci  in  Hollywood.  "Our  soft- 
ware did  Mer\'l  Streep's  neck,"  boasts 
Langlois,  35,  referring  to  the  1992 
film  Death  Becomes  Her,  whose  special 
effects  were  aided  by  Softimage  tech- 
nology. This  year  Softimage  will  help 
make  a  cast  of  computer-generated 
dinosaurs  frolic  in  the  new  Spielberg 
epic  Jurassic  Park. 

Softimage  also  gets  plenty  of  busi- 
ness from  less  glamorous  produc- 
tions: TV  commercials,  architectural 
visualizations  and  interactive  video- 
games. Rexenues  doubled  last  year,  to 
SI4.6  million,  while  earnings  almost 
tripled,  to  $2.5  million. 
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A  model's 

movements  digitized; 
skeletal  forms 
fleshed  out 

A  morphing  program 
adds  texture. 


Softimage  is  taking  full  advantage 
of  the  effcnescent  market  for  soft- 
ware stocks;  it  went  public  last  luly 
and  is  returning  with  a  richly  priced 
$20  million  secondar)'  offering 
planned  for  this  month.  Langlois' 
shares  are  worth  $23  million,  en- 
abling him  to  spend  his  free  time 
lavishly  renovating  a  I9th-centur\' 
townhouse  in  Montreal. 

At  the  time  Softimage  was  getting 
under  way,  plenty  of  software  firms 
were  selling  animation  programs,  but 
they  were  programs  only  an  engineer 
could  lo\e.  No  one  was  selling  to 
creative  artists. 


Langlois  remembers  tr\'ing  to  use 
the  nerd-friendly  software.  Whenever 
he  wanted,  say,  to  make  a  clay  figure's 
arms  and  legs  move  in  tandem,  he 
would  have  to  work  with  an  engineer 
to  make  the  figure  walk  frame  by 
frame  on  the  screen.  "There  is  only 
one  way  I'm  going  to  get  the  product 
I  want,"  Langlois  recalls  thinking:  'Tf 
I  design  it  myself" 

It  took  six  engineers  working  18 
months  to  make  Softimage's  first 
product,  but  when  it  was  introduced 
in  1988  at  prices  starting  at  $8,000,  it 
was  an  immediate  hit.  The  package 
integrates  modeling,  animation  and 
rendering  processes.  The  latest  ver- 
sion, of  which  George  Lucas'  Indus- 
trial Light  &  Magic  bought  35  copies 
for  Jurassic  Park,  has  two  selling 
propositions:  "constraints"  and  "in- 
verse kinematics." 

Constraints,  in  this  context,  means 
the  ability  to  anchor  a  figure  to  a  floor, 
the  back  of  another  creature  or  any 
other  object,  and  not  have  it  fly  apart 
when  another  object  careens  into  it. 
When  animators  apply  wind,  gravity' 
or  any  other  force  to  the  figure,  it 
behaves  as  a  living  body  does. 

Inverse  kinematics  means  being 
able  to  put  in  the  mechanics  of  a 
skeletal  structure  when  building  a  fig- 
ure. Thus,  when  plotting  that  figure's 
movement  across  a  series  of  frames,  an 
animator  need  only  tell  the  computer 
the  route,  and  the  figure  behaves 
correctly — elbows,  legs  and  knee 
joints  working  in  tandem. 

"In  other  systems,  if  you  want  to 
make  a  hand  move,  you  ha\'e  to  work 
with  ever^'thing  else — arm,  elbow, 
shoulder.  It's  a  real  pain  in  the  neck," 
says  Thomas  Williams  of  Industrial 
Light  &  Magic. 

Softimage,  whose  software  is  usu- 
ally run  on  Silicon  Graphics  machines, 
sells  turnkey  installations  combini^lg 
hardware  and  software  for  about 
$100,000.  Expensive,  but  the  pack- 
age allows  artists  and  animators  to 
produce  animation  on  their  own,  with 
scant  support  from  engineers.  "If  the 
only  people  taking  photos  v\'ere  thei 
ones  who  made  cameras,"  says  Lang 
lois,  "the  whole  thing  might  be  less| 
interesting." 

Langlois  is  an  unusual  combina 
tion:  a  programmer  who  is  also  aiv 
artist.  That's  a  combination  we'll  see 
lot  more  of 
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Incredible. 
NowYouaNGET8V2Xl1 

Word  Processing 
0ut0fA4'x7Wizard 


Introducing  The  Touch-Screen  Wizard  9600, 
With  Built-In  Word  Processing. 

With  just  one  touch,  the  extraordinary  Wizard®  OZ-9600  electronic 
organizer  from  Sharp  can  change  the  way  you  manage  your  life.  It  replaces  your 
notebook  computer,  diary,  address  book,  clock,  notepad  and  other  clutter. 
And  gives  you  the  power  to  write  and  print  letters,  connect  to  E-mail,  send  faxes, 
draw  sketches,  do  spreadsheets,  exchange  information  and  much,  much  more. 
True  Word  Processing.  Type  comfortably  on  a  large  keyboard.  Select  page 
layouts,  multiple  fonts,  bold-face,  underline  and  italicize.  Then  print  directly  to 
any  standard  PC  printer  with  a  wireless  interface, 
Revolutionary  Touch-Screen.  Simply  point,  draw  or  move  data 
around  with  just  a  touch  of  a  pen  or  finger  on  the  9600's  large  LCD 
touch-screen. 

Amazing  Filer.  Just  like  a  file  folder.  Collect  information  into  a 
folder  with  a  keyword  and  label  it  for  easy  retrieval  or  transfer. 
Unique  Scrapbook.  Conveniently  jot  down  numbers;  sketch,  write 
or  doodle  directly  onto  the  screen  and  then  store  for  later  use. 
Ingenious  Infrared.  Lets  you  instantly  send  and  receive  information 
from  other  9600s,  Macsf  PCs  or  standard  PC  printers  —  without  wires. 
Impressive  Expandability.  Over  30  optional  software  cards 
including  business,  telecommunications,  reference,  entertainment 
applications.  You  can  add  memory,  safely  back-up  data,  even  do  a 
Lotus  123®  file  compatible  spreadsheet. 

But  we've  only  touched  on  the  power,  portability  and  simplicity 
of  this  remarkable  organizer. 

For  full  details,  call  for  your  free  brochure  now: 


800-321-88iax^ 


.^.^^ 


©  1993  Sharp  Electronics  Corporation.  M^is  a  registered  trademark  of  Apple  Computer.ln 


egistered  trademark  of  Lotus  Development  Corporation.  All  screens  are  simulated. 
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Competing 
against  Mr.  Big 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Bill  Gates  wants  it  all,  his  enemies 
say,  every  part  of  the  software  busi- 
ness. Maybe  so,  maybe  not,  but  he's 
not  going  to  get  it. 

Pockets  ot  opportunity  will  remain 
in  desktop  software.  It  is  quite  possi- 
ble for  other  software  publishers  to 
survive.  They  can  do  well  even  though 
Microsoft  dominates  operating  sys- 
tems with  its  DOS  and  Windows,  and 
also  owns  large  stakes  in  such  basic 
application  categories  as  word  pro- 
cessing, spreadsheets  and  information 
management. 

The  little  vendors  survive  and  even 
flourish.  More  than  a  few  Windows- 
compatible  offerings  from  smaller 
software  firms  compete  successfully 
with  Microsoft  offerings.  Among 
them  are  PageMaker,  the  desktop 
publishing  software  from  Aldus 
Corp.,  and  Norton  Desktop,  a  utili- 
ties and  file  management  package 
from  Symantec. 

Here  are  some  other  success  stories 
from  the  non-Microsoft  quarter:  In- 
tuit, a  leader  in  personal  finance  soft- 
ware; Quark,  a  fast-growing  vendor  of 
magazine  publishing  software;  Amer- 
ica Online,  which  distributes  personal 
computer  data  by  modem.  And  here  is 
one  nonsuccess  stor\'  from  the  Micro- 
soft campus:  the  Solution  series.  This 
sofiruare  assortment,  which  includes 
Works  for  Windows,  Microsoft  Pub- 
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Usher  and  Microsoft  Money,  hasn't 
fared  particularly  well  in  the  small - 
business  and  home  markets. 

So,  Microsoft  is  a  great  company, 
but  it  does  not  walk  on  water.  No 
business  does. 

There  are  man\'  areas  in  \\'hich  Mi- 
crosoft isn't  yet  a  significant  player: 
consumer  software;  client/server  or 
net\\ork  soft^\'are;  and  such  special- 
ized niches  as  drawing,  forms,  tax 
preparation,  computer-aided  design 
and  personal  information  manager 
applications. 

One  problem  for  the  little  software 
outfits  is  that  Microsoft's  new  version 
of  its  Windows  operating  system  has 
helped  ignite  a  software  price  war.  By 
enforcing  a  consistent  look  to  the  so- 
called  interface  that  the  software  user 
sees,  Windows  has  made  it  more  diffi- 
cult for  program  publishers  to  difter- 
entiate  their  products. 

But  e\en  in  this  environment  there 
are  winners.  Publishers  of  technical 
software,  for  example,  such  as  Auto- 
desk and  Mathsoft,  are  more  likely  to 
benefit  from  the  continued  growth  of 
Windows  than  to  be  hurt  by  it.  Auto- 
desk software  automates  the  work  of 
draftsmen  and  designers.  Recently 
the  company  shipped  upgraded  ver- 
sions of  all  its  design  and  drafting 
programs,  which  met  with  good 
reviews. 

Mathsoft  programs  make  it  easier 
to  use  desktop  computers  to  solve 
complex  equations.  With  its  software, 
the  company  also  markets  electronic 
versions  of  such  popular  technical 
manuals  as  TTje  Handbook  of  Chemis- 
try and  Physics. 

How  about  entertainment  pro- 
gramming.' Electronic  Arts,  a  supplier 
of  videogame  software,  is  growing 
even  faster  than  Microsoft,  with  earn- 
ings per  share  tripling  over  the  last 
three  years.  Microsoft  has  little  to 
offer  that  competes. 

Nor  does  Microsoft  ofter  electronic 
information  ser\'ices,  such  as  those 


provided  by  America  Online,  Prodigy 
(the  Sears-IBM  joint  venture)  and 
CompuServe  (a  subsidiary  of  H&R 
Block).  America  Online  is  much 
smaller  than  the  other  two,  but  its 
product  is  much  easier  to  use. 

In  educational  software,  companies 
doing  well  include  Broderbund  and 
Learning  Co.  Broderbund  publishes  a 
well-re\'iewed  Carmen  San  Diego  se- 
ries of  histon'  and  geography  games, 
the  Print  Ship  publishing  program, 
and  the  Kid  Pix  painting  and  drawing 
program  for  small  children.  Learning 
Co.'s  best-known  products  are  the 
Reader  Rabbit  and  Math  Rabbit  series 
of  programs. 

In  tax-preparation  programs,  there 
is  Chipsoft,  a  publisher  of  software 
that  helps  both  individuals  and  pro- 
fessionals fill  out  and  file  those  seem- 
ingly endless  forms  from  the  Internal 
Revenue  Ser\'ice.  Ever\'  year  a  very 
high  proportion  of  Chipsoft's  cus- 
tomers, about  40%,  buy  the  latest 
version  of  its  software. 

In  client/server  computing,  where 
groups  of  connected  small  computersi 
do  jobs  that  once  were  done  only  by 
a  single  large  computer,  there  is  little 
or  no  Microsoft  competition  for 
PeopleSoft,  which  publishes  pro- 
grams that  manage  corporate  person- 
nel chores. 

Microsoft  increasingly  dominates 
the  desktop  world,  but  it  isn't  the 
leading  player,  either  in  operating  sys- 
tems or  applications,  in  four  othei 
growing  or  promising  digital  fieldsri 
networked  computing,  consumer  j 
computing,  mobile  computing  and 
information  services. 

Each  of  these  areas  has  the  potential  | 
to  change  the  software  market  in  the 
next  few  years,  just  as  Windows  has 
been  changing  it  lately.  Nowhere  is  it 
written  that  Microsoft  will  inevitably 
rake  over  these  areas.  Sexeral  of  the 
companies  mentioned  here  ha\e  gone ^ 
public  in  the  past  two  years,  ai 
another,  Quark,  is  likely  to. 
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Los  Angeles  utility  consolidates 
operations  in  intelligent  center. 

The  Los  Angeles  Department  of  Water  and  Power  (LADWP)  was  faced 
with  the  classic  problems  inherent  in  operating  multiple  facilities  in  the 
same  city. 

Adding  to  the  inevitable  inefficiencies  were  two  special  concerns:  the 
computer  center  in  the  utility's  main  building  downtown  had  outgrown  its 
space;  and  there  was  no  backup  data  center  in  the  event  of  an 
earthquake. 

While  maintaining  its  headquarters  downtown,  LADWP  decided  to 
consolidate  other  functions  in  a  new  four-story,  315,000-square-foot 
operations  center,  located  on  a  35-acre  site  within  the  city  limits. 

The  James  H.  Anthony  Office  Building,  which  houses  1,450  people,  now 
contains  the  utility's  computer  operations,  water-quality  laboratory, 
commercial  and  customer  service  divisions,  and  finance  and 
•accounting  offices. 

A  sophisticated  central  control  room  enables  operators  to  monitor 
all  operational  aspects  of  the  facility. 

This  intelligent  facility  is  supported  by  a  large  emergency  power  system 
to  maintain  crucial  functions  of  the  LADWP,  as  well  as  many  redundant 
systems  for  increased  reliability. 

The  facility  incorporates  the  latest  technology  for  water  conservation  and 
energy  efficiency. 

The  Anthony  Office  Building  was  designed  and  engineered  by 
The  Austin  Company's  Western  Disthct,  headquartered  at  Santa  Ana, 
California. 

For  information  on  how  Austin  can  help  you  create  sophisticated, 
efficient  and  economical  facilities,  we  invite  your  inquiry. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
Telephone:  (216)  382-6600.  Facsimile:  (216)  291-6684.  Offices  in  principal 
cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
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Could  diamonds  soon  be  more  common  in  computers, 
phones  and  industrial  machinery  than  they  are  on 
women's  fingers? 

Diamonds  with 
evei^thing 


By  Peter  Fuhrman 

As  A  GENERAL  RULE,  it  is  wise  to  be- 
ware stories  iiyping  new  scientific 
"breaktiiroLighs."  Just  recall  special 
plastics,  high-strength  ceramics,  su- 
perconductivity, cold  fusion,  artificial 
intelligence. 

But  here's  a  story'  that,  at  least  for 
the  respected  company  it  keeps,  mer- 
its looking  beyond  the  hype.  It  in- 
volves synthetic  diamond  films  macie 
by  a  process  called  chemical  vapor 
deposition. 

Racing  to  be  first  to  market  are  such 
firms  as  Mitsubishi,  Toshiba  and 
Monsanto.  GE  formed  a  joint  venture 
as  long  as  four  years  ago  with  Japan's 
Asahi  Industrial  Diamond — one  of  its 
biggest  customers  for  diamond  grit 


abrasives — to  develop  and  market  di- 
amond film  products. 

South  Africa's  De  Beers,  which 
runs  the  gem-quality  diamond  cartel, 
the  Central  Selling  Organization,  has 
created  its  own  highly  secretive  dia- 
mond-film research  operation  tucked 
away  on  the  Isle  of  Man,  in  the  Irish 
Sea  off  northern  England  (see  box). 

At  last  count,  200  companies  and 
national  research  laboratories,  includ- 
ing Sandia  and  Los  Alamos,  are 
spending  an  estimated  $100  million  a 
year  on  research  into  producing  dia- 
mond films.  How  come  so  many? 
Because  the  basic  technology'  is  not 
covered  by  patents.  The  original  re- 
search was  done  by  Russians  and  was 
ater  picked  up  by  Japanese  scientists. 

Diamonds'  properties  are  the  at- 
traction. Diamond  is  the  hardest  ma- 
terial found  in  nature  and  one  of  the 
best  conductors  of  heat.  If  the  price  of 
diamond  film  can  be  cut  to  less  than 
that  for  industrial  stones,  then  these 
films  could  be  used  on  almost  ever)'- 
thing  from  metal-cutting  tools  to 
bearings,  to  lasers  and  optical  lenses. 
They  could  even  become  the  base 
material  for  new  microelectronics. 


ABOVE: 
Norton's  oven 
for  growing 
diamond  films 
RIGHT: 

A  scratch-resistant 
2-inch 

diamond  dome  for 
a  cruise  missile 
Military  applica- 
tions are  moving 
fastest. 


Today  industrial-grade  stones  cost 
around  $10  a  carat,  and  the  best 
uncut  gemstones  $400  a  carat.  So  far, 
diamond  film  costs  are  down  from 
around  $1,000  a  carat  a  year  ago  to 
around  $250.  Richard  Post,  president 
of  Astex,  a  Massachusetts  firm  that 
makes  microwave  ovens  for  growing 
diamonds,  claims  his  new,  giant,  75- 
kilowatt  machine  can  grow  diamond 
film  for  well  under  $50  a  carat.  If  true, 
that's  impressive  but  still  leaves  a  long 
way  to  go  before  these  films  reach 
mass  production. 

In  the  process  to  produce  diamond 
film,  methane  gas  mixed  with  hydro- 
gen is  exposed  to  microwave  radiation 
or  high  heat  inside  a  vacuum  cham- 
ber. This  creates  diamond  molecules 
that  then  bond  to  heated  surfaces  on 
the  object  to  be  coated. 

Researchers  are  already  hitting  lim- 
its in  the  rate  at  which  diamond  films 
can  be  grown.  One  refinement  may  be 
to  replace  microwaves  with  high -en- 
ergy lasers.  Lasers  are  ver)'  costly,  but 
using  them  may  avoid  the  need  to 
polish  the  film.   For  many  applica- 
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2,000  diamond  gemstone  alongside  a  $20  zircon 

ding  a  thin  coat  of  diamond  would  make  tiie  fal(e  hard  to  detect. 


Pick  the  real  one 

It  WAS  FEAR,  as  much  as 
anything,  that  originally 
drove  De  Beers  to  investi- 
gate diamond-film  tech- 
nology. Back  in  1988  De 
Beers  scientists  concluded 
that  diamond  films  could 
someday  be  deposited  on 
precut  poor-quality 
stones,  or  even  on  cheap 
zircon,  to  such  good  ef- 
fect that  the  fake  would  pass 
off  as  a  high-quality  gem- 
stone.  So  in  deep  secret  De 
Beers  set  up  a  research  fa- 
cility working  on  diamond- 
film  technology.  To  es- 
cape attention,  this  labora- 
tory is  situated  on 
Britain's  remote  Isle  of 
Man,  and  operates  there 
as  Pacini  Ltd. 

The  problem  for  De 
Beers  is  that  diamond  film 
grows  best  and  at  its  most 
pure  on  another  diamond, 
even  the  worst-quality  in- 
dustrial diamond.  And 


once  in  place,  the  camou- 
flage layer  is  good  enough 
to  fool  the  detection 
equipment  used  by  most 
jewelers,  let  alone  any  or- 
dinary' eye.  Diamond  film 
can  even  be  deposited  in 
such  a  way  as  to  bring  a 
flawed  diamond  up  to 
top-quality  standards,  "re- 
pairing" natural  defects. 

De  Beers'  big  worry  is 
fraud,  that  machine-made 
stones  might  be  passed 
off  as  natural  stones.  The 
company  hopes  to  devel- 
op cheap  detection 
equipment. 

It  seems  far-fetched 
that  diamond  films  pose 
much  of  a  threat  to  De 
Beers'  lucrative  cartel.  It 
spends  $160  million  a 
year  in  advertising  to  con- 
vince women  that  there  is 
something  special  about 
the  natural  gemstones 
that  zircons,  or  anything 
else  made  in  a  lab,  just 
can't  match.  -P.F  ■! 


tions,  vapor-deposited  films  have  to 
be  polished;  because  of  the  diamond's 
hardness,  that  can  cost  more  than 
growing  the  stuff". 

First  out  of  the  lab  and  into  factory 
floor  pilot  trials  are  diamond-film- 
coated  metal-cutting  tools.  Though 
they  cost  $70,  or  10  times  more  than 
similar  tungsten  carbide  tools,  they 
are  claimed  to  last  30  times  longer. 
Big  problem:  So  far  they  won't  cut 
iron  or  steel  without  breaking  down. 
And  so  far  only  a  small  California  firm 
called  Crystallume  has  worked  out 
how  to  put  a  diamond  film  onto 
tungsten  carbide,  the  dominant  mate- 
rial being  used  for  metal-cutting 
tools,  which  is  now  an  $8-billion-a- 
year  world  market. 

The  biggest  spender  so  far  on  dia- 
mond films  is  the  Pentagon.  The  Stra- 
tegic Defense  Initiative  Office  has 
spent  $45  million  for  research  since 
1986  on  using  diamond  films  in, 
among  other  things.  X-ray  laser  weap- 
ons. General  Dynamics  is  experiment- 
Mig  widi  diamond-film  avionics 
aboard  one  of  its  F-16s.  Also  being 


tested  are  diamond-coated  windows 
made  by  Norton  Diamond  Film,  a 
U.S.  subsidiary  of  French  glassmaker 
Saint-Gobain,  for  use  in  infrared  navi- 
gational devices  fitted  to  smart  bombs 
and  cruise  missiles.  The  coating  resists 
the  scratches  caused  by  airborne  sand 
that  threw  off  the  aim  of  some  of  these 
weapons  during  the  Gulf  war. 

The  big  money  in  diamond  films,  if 
it  comes,  would  be  in  semiconduc- 
tors. The  attraction  is  diamond's  abil- 
ity to  throw  off  at  least  ten  times  as 
much  heat  as  materials  now  used, 
such  as  silicon.  This  is  important, 
because  as  more  components  are 
packed  ever  tighter  on  chips,  the  heat 
they  produce  can  rise  beyond  what 
the  base  material  can  stand. 

Once  again,  cost  remains  a  prob- 
lem. A  4-inch-diameter  wafer  made  of 
diamond  film  still  takes  a  day  to  make 
and  costs  $1,000.  One  made  from 
silicon  is  made  in  seconds  and  costs 
$10.  Another  problem:  No  one  has 
yet  managed  outside  the  laboratory  to 
grow  the  diamond  film  as  a  single 
crystal,  essential  for  its  use  in  chips. 


Despite  all  these  outstanding  prob- 
lems, market  forecasts  for  diamond 
films  reach  the  sky.  "We're  talking 
about  a  new  industry  that  could 
achieve  sales  of  between  $1  billion 
and  $10  billion  within  seven  years," 
says  Thomas  Collyer,  general  manag- 
er of  Norton  Diamond  Film,  obvious- 
ly an  enthusiast. 

Such  talk  is  leading  to  a  promotion- 
al boom  for  diamond  film.  And  al- 
ready the  first  diamond-film  startup 
has  gone  public.  Houston-based  si 
Diamond  Technology  Inc.  has  no 
commercial  products,  and  losses  run- 
ning at  over  $100,000  a  month,  but  it 
raised  $5  million  in  February  in  a  deal 
that  valued  the  firm  at  $20  million. 
Others  are  bound  to  follow. 

The  risk  for  investors  is  that  dia- 
mond films  may  turn  out  to  be  noth- 
ing more  than  another  exotic  material 
with  limited  uses.  Our  best  guess.''  It 
will  take  longer  than  enthusiasts  ex- 
pect, but  there  will  be  diamonds  with 
many  things  in  our  fijture.  Picking  the 
corporate  winners,  however,  is  a  crap- 
shoot.  ^M 
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Well-paced 
growth 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Glanturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Here  is  a  technique  for  picking  tech- 
nology growth  stocks  that  has  always 
intrigued  me:  Isolate  a  group  of 
stocks  for  which  the  rate  of  sales 
growth  is  matched,  point  for  point, 
with  the  rate  of  earnings  growth.  A  set 
of  such  stocks  is  presented  in  the 
table.  Let's  see  what  this  1-to-l  ratio 
means  in  the  real  world,  and  then  see 
if  we  can  use  it  to  identify  growth 
stock  candidates. 

Look  first  at  the  extreme  cases  of 
disproportionate  growth — like  great 
sales  growth  coupled  with  puny  earn- 
ings growth.  How  does  this  happen.' 
Consider  a  company  like  a  discount 
computer  retailer.  You  would  expect 
to  see  rocketing  sales  growth — but 
not  much  payoff  at  the  bottom  line. 
Here  is  a  high-volume,  low-margin 
business.  Sales  growth  may  be  fast  and 
furious,  but  earnings  cannot  keep 
pace,  and  the  price  of  the  stock  will 
naturally  tend  to  lag.  Sales  growth 
may  exceed  earnings  growth  by  2-to- 
L  Not  a  good  ratio  in  this  scan. 

At  the  other  extreme,  let's  consider 
the  ratio  produced  by  a  company  in 
serious  trouble.  Sales  are  flat  but, 
thanks  to  draconian  cutbacks  and 
plant  closings,  earnings  are  inching 
higher.  Maybe  sales  growth  is  only 
half  as  high  as  earnings  growth,  pro- 
ducing a  ratio  of  l-to-2.  This  is  not  a 
positive  signal,  and  the  stock  will 
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probably  suffer  until  the  company 
turns  itself  around  in  sales  growth  as 
well  as  earnings. 

For  stock  pickers,  the  most  attrac- 
tive ratio  is  1-to-l  because  it  excludes 
stocks  with  problems  like  those  just 
noted.  It  is  no  guarantee  of  a  good 
investment,  but  it  is  a  good  place  to 
start.  For  such  a  company,  each  per- 
centage point  of  sales  growth  delivers 
a  percentage  point  of  earnings 
growth.  If  the  sales  growth  is  excel- 
lent, earnings  will  track  it  closely — 
and  so  too  will  the  stock  price.  The 
table  presents  a  set  of  stocks,  ranked  in 
order  of  sales  growth,  that  show 
growth  ratios  prett)'  close  to  unit)' 
(they  range  from  0.75  to  1.25). 

The  temptation  is  simply  to  pick 
the  companies  with  the  steepest  rates 
of  revenue  growth  (such  as  Cisco 
Systems  or  Parametric  Technology) 
and  buy  their  stocks.  Both  companies 
have  been  recommended  in  this  col- 
umn in  years  past.  Unfortunately, 
their  good  growth  is  already  reflected 
in  the  prices  of  these  stocks.  American 
Power  Conversion,  like  Cisco,  has 
benefited  from  the  long-established 
networking  boom,  and  really  is  not 
a  discovery. 

For  the  purposes  of  this  exercise  in 
hunting  growth  stocks,  we  can  also 
eliminate  the  slowest-growing  com- 
pany, St.  Jude,  which  is  the  dominant 


manufacturer  of  mechanical  heart 
valves.  It  has  already  captured  a  tow- 
ering share  of  its  market. 

I  recommended  Computer  Net-* 
work  Technology  in  this  column 
some  months  ago  and  I  reiterate  the 
recommendation.  It  is  a  buy  at  6.  The 
deep-set  investor  prejudice  against 
(and  misreading  of)  the  mainframe 
business  has  discounted  this  stock 
along  with  its  group,  despite  its  ex- 
ceptional growth  and  profitability. 

What's  left.'  Microsoft  and  Lam 
Research.  Microsoft  is  a  buy  for  us 
below  84.  The  stock  has  been  run 
down  with  the  sofi^vare  group,  and  by 
uneasiness  among  investors  about  its 
evident  near-monopoly  position. 

Lam  Research,  a  Fremont,  Calif 
semiconductor  equipment  manufac- 
turer, is  growing  with  its  group.  Ac- 
cording to  VLSI  Research  of  San  lose, 
semiconductor  equipment  will  see 
sales  growth  in  1993  of  18%,  versus 
just  2%  in  1992.  Lam  Research  has 
already  demonstrated  excellent 
growth  in  a  flat  market  environment, 
and  should  do  even  better  in  this 
upbeat  year.  The  net  margin  is  not 
eye-catching  at  7%  in  the  quarter  end- 
ed Dec.  31,  but  we're  looking  for  a 
pop  in  precisely  this  number.  Sales 
for  the  quarter  were  $61  million.  Lam 
has  a  significant  technology  advan- 
tage in  the  field  of  etching,  and  is  the 
biggest  etch  equipment  supplier  tol 
Intel,  Motorola  and  Advanced  Micro 
Devices.  All  three  companies  plan  to 
increase  capital  spending  significantly 
in  1993,  and  the  export  market  to 
Japanese  semiconductor  makers  also 
may  be  expected  to  improve.  Lam's 
stock  has  run  up  strongly  in  the  past 
few  months  but  is  nevertheless  a  buy 
on  pullbacks  from  29.  ^ 


Even  keel 

Company 

Sales 

Earnings 

Aftertax 

Price/ 

growth^ 

growth' 

margin" 

earnings^ 

Parametric  Technology 

97% 

107% 

25.4% 

68.8 

Cisco  Systems 

96 

107 

26.7 

46.4 

American  Power  Conver 

74 

83 

20.5 

39.3 

Computer  Network  Tech 

72 

63 

17.8 

28.9 

Lam  Research 

43 

39 

6,7 

32.1 

Microsoft 

38 

30 

25.2 

30.3 

St.  Jude  Medical 

21 

20 

41.2 

16.2 
it  quarter. 

'The  most  recently  reported  quarter  versus  a 

year-ago  quarter. 

'Most  recer 

^Earnings  over  the  last  12  months. 
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For  these  compa- 
nies, the  rate  of 
sales  growth  is 
closely  matched  by 
the  rate  of  earn- 
ings growth.  It  fol- 
lows that  great 
sales  will  deliver 
great  earnings— 
but  is  the  price 
right? 
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when  a  customer  needs 
sunroofs  in  136  minutes, 
Rockwell  responds  just  in  time. 


Customer  responsiveness 

has  made  us  a  leading 
sunroof  supplier  worldwide. 


Just-in-time  manufacturing  and 
delivery  of  sunroof  systems  in  136 
minutes,  instead  of  two  weeks,  is 
one  example  of  the  performance 
that's  earned  Rockwell  100  quality 
and  service  awards  from  car  and 
truck  manufacturers  in  the  last 
three  years. 

A  restless  dissatisfaction  with 
the  status  quo  drives  Rockwell 
people  to  seek  better  ways  to  help 
all  their  customers  succeed. 
Whether  it's  enabling  newspapers 


to  print  more  pages  in  color 
Engineering  fax  modems  that  can 
run  for  two  million  hours  without 
failure.  Or  cutting  the  cost  of  NASA's 
Space  Shuttle  operations  and  main 
engines  by  over  20  percent. 
Rockwell's  customers  face 
diverse  challenges.  Consistently 
responding  to  their  needs  with 
innovative  solutions  makes  us  a 
leader  in  the  Electronics, 
Aerospace,  Automotive  and 
Graphics  markets  we  serve. 


^ 


Rockwell  International 
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Moving?  Don't  be  so  quick  to  buy  another  house. 
Renting  your  next  home  could  be  a  much  smarter  move. 


) 


Why  buy  the  cowJ 

By  William  G.  Flanagan  and  Brigid  McMenamin 
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For  decades  it  was  accepted  wisdom 
that  the  best  investment  you  could 
make  was  the  roof  over  your  head. 
Accepting  that  bit  of  wisdom  has  cost 
many  recent  homeowners  a  bundle. 

If  you  are  relocating,  or  if  you  are  an 
empt}'-nester  thinking  about  unload- 
ing the  big  old  homestead  for  smaller 
digs,  don't  ignore  the  option  of  rent- 
ing. There  are  two  main  reasons: 
■  Home  prices  aren't  even  keeping  up 
with  inflation.  In  1992  house  prices 
nationally  rose  under  2%  against  a 
3.1%  inflation  rate,  according  to  the 
Federal  Home  Lxjan  Mortgage  Corp. 

On  the  coasts,  prices  actually  fell, 
according  to  estimates  by  the  Nation- 
al Association  of  Realtors.  The  medi- 
an home  on  the  West  Coast  dipped 
from  $147,200  to  $143,600.  In  the 
Northeast  it  fell  from  $141,900  to 
$140,000.  In  some  markets  more  ex- 
pensive housing  was  hit  even  harder. 

What  about  long  term.'  "Real 
housing  prices  will  fall  by  a  total  of 
47%  by  the  year  2007,"  predicted  N. 
Oregon^  Mankivv  and  David  N.  Weil 
in  a  1989  study  for  the  National 
Bureau  of  Economic  Research.  The 
controversial  study.  The  Baby  Boom, 
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the  Baby  Bust,  and  the  Housing  Mar- 
ket, was  met  with  derision  when  first 
published;  as  housing  has  sagged, 
critics  have  quieted  down. 
■  As  home  prices  are  slipping,  so  are 
rents.  One  reason:  Would-be  sellers 
of  single-family  homes  are  becoming 
landlords  in  the  probably  vain  hope 
that  prices  will  soon  rebound.  In 
many  cases,  they  are  simply  subsidiz- 
ing renters  while  their  equit\'  shrinks. 

These  frustrated  sellers  are  adding 
more  rental  stock  to  a  glutted  market. 
According  to  the  Census  Bureau,  the 
vacancy  rates  among  multifamily 
rental  units  averaged  9%  last  year. 
Result:  Rents  for  modern  apartments 
inched  up  just  1.9%,  according  to  the 
National  Real  Estate  Index. 

The  vacancy  rate  is  even  higher 
among  some  luxury'  rentals,  which  are 
going  begging  in  some  areas.  In  Man- 
hattan, for  example,  more  than  12%  of 
luxurx'  apartments  stand  empt)'.  Even 
in  San  Francisco  vacancies  have  risen 
to  over  4%.  At  Fox  Plaza,  next  to  the 
Civic  Center,  you  can  rent  a  two- 
bedroom  apartment  with  a  \'iew  of  the 
bay  for  just  $  1 ,800  a  month.  And  you 
get  one  month  free. 
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Consumers  are  reacting  rational!} 
About  40%  of  people  being  relocated 
currently  choose  to  rent,  says  reloca 
tion  specialist  Peter  Dowling  of  thef'i 
Chilmark  Group,  Inc.  in  Norwalk 
Conn.  They  are  afraid  to  buy  in 
declining  market,  while  facing  anoth 
er  likely  move  a  few  years  away. 

If  all  this  isn't  enough  to  get  yoilii" 
thinking  rentals,  lonathan  Kempner.  '^  i- 
president  of  the  National  Mult  sk 
Housing  Council,  cites  another  possi-  iiu 
ble  clinker:  a  tighter  cap  on  mortgage  liii> 
interest  deductions.  That  tax  proposa  niv 
is  now  dormant  but  far  from  dead.  It  A.i 
might  limit  the  deduction  to  mort-  ifp 
gages  of  $500,000  or  less.  Thus  one  tew 
of  the  advantages  of  luxury  hom<  nnn 
ownership  would  vanish.  t\ 

But  selling  your  home,  and  ther  0: 
renting,  can  have  its  costs.  Undei  nii 
current  law,  if  you  do  not  buy  another  "^ 
home  of  at  least  equal  value  withii  »« 
two  years  of  selling  your  old  one,  yoi  "^i 
must  pay  capital  gains  taxes.  (O  ra 
course,  if  you  are  55  or  over,  you  an  tiffi 
entitled  to  a  one-time  capital  gain:  ith 
exclusion  of  $125,000.)  moi 

But  that  presumes  you  have  a  capi  isst 
tal  gain  in  the  first  place.  Many  owner  lo^i 
who  have  purchased  homes  in  recen  '"": 
years  are  chagrined  to  find  they  hav* 
no  such  gain  to  postpone.  Or  that  th(  icc 
gain  is  too  small  to  matter  much.        m 

Okay,  but  let's  say  you  do  have  i  ore 
substantial  capital  gain  on  your  hous<  ta 
and  that  you  are  moving  from  an  are. 
where  values  are  declining — say  a  sub 
urban  New  England  area  like  Weston 
Mass. — to  suburban  Los  Angeles,  an 
other  area  where  values  for  big  house 
are  dropping. 

What  do  you  do.^"  Sell  the  Wcstoi 
house  right  away,  rent  in  Los  Angel 
and  then  keep  a  close  eye  on  the  loci 
market.  You  have  all  of  24  months  t 
look  for  bargains  and  for  feeling  for 
market  bottom. 

What  if  you're  not  being  relocate 
but  are  simply  sick  of  paying  for 
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Dme  that  is  much  bigger  than  your 
:eds  and  declining  in  value? 
That's  the  situation  in  which  Phillip 
avis  Jr.,  48,  and  his  wife,  Charlotte, 
4,  found  themselves.  Their  large  co- 
nial  home  in  Gaithersburg,  Md.  was 
)sting  them  $2,500  a  month  for 
ixes,  interest,  mortgage  and  mainte- 
ance.  Not  to  mention  having  to  clear 
le  snow  from  a  long  uphill  driveway. 
They  put  it  on  the  block  last  year, 
ad  quickly  got  an  offer  of  $285,000, 
hich  they  grabbed.  The  house  had 
3St  them  $122,000  in  1979.  The 
>avises  wound  up  renting  a  five- 
iDom  penthouse  apartment  with  a 
arage  in  Gaithersburg  for  only 
1,400  a  month— $1,100  less  than 
hat  the  house  was  costing  them, 
iter  paying  off  the  mortgages,  the 
)avises  were  left  with  $115,000.  In- 
ested  in  a  good  tax-free  bond  mutual 
ind,  that  would  yield  them  6%  a  year, 
lus  their  net  rent  would  come  to 
nly  $825  per  month. 
After  one  year  the  Davises  are  so 
appy  with  apartment  living  they've 
ecided  to  put  off"  finding  a  new 
ome,  perhaps  indefinitely,  even  if 
tiey  have  to  pay  the  capital  gains  tax. 
Of  course,  the  decision  whether  to 
uy  or  to  rent  isn't  always  this  easy. 
"Housing  values  across  the  U.S. 
ave  acted  more  like  a  fluctuating 
ock  market  than  the  'sure'  invest- 
lent  they  once  were,"  says  Tom 
eiffer,  an  executive  vice  president 
ith  Runzheimer  International,  relo- 
ation  experts.  Take  the  value  of  the 
ax  shelter  a  house  and  mortgage  can 
rovide.  With  maximum  marginal  in- 
ome  tax  rates  at  31%,  that  shelter 
vasn't  worth  a  great  deal;  if  Clinton 
ucceeds  in  jamming  marginal  rates 
loser  to  40%,  a  mortgage  becomes 
nore  desirable.  And  you  also  have  to 
:onsider  things  like  interest  rates. 

Markets  differ,  too.  Some  have  al- 
eady  bottomed  out.  Others  are  still 
iliding.  But  vi'hen  shopping,  don't 
;imply  accept  the  real  estate  agents' 
ijuotes — remember,  they  work  for 
iellers,  many  of  whom  refiise  to 
3udge  on  price.  Get  an  independent 
ippraisal.  Check  the  local  tax  records, 
"oo,  to  see  what  prices  similar  houses 
lave  fetched  recendy. 

Think,  then,  of  a  home  as  an  invest- 
■nent  like  any  other  rather  than  as 
something  you  simply  must  own.  It's 
io  longer  a  sure  thing.  ^ 

-rbes  "March  29,  1993 


At  its  height  earlier  this  century,  American  art  pottery 
ranked  with  the  best  from  Japan,  England  and  France. 
Renewed  interest  is  having  its  effect  on  prices. 

Pots  of  gold 


By  Christie  Brown 

For  A  LIVING  Peter  Thayer  runs  Gate- 
way Investment  Advisers  out  of  Mil- 
ford,  Ohio.  For  fiin  he  collects  Rook- 
wood  art  pottery.  In  all,  his  large 
collection  of  about  60  vases,  pots  and 
pitchers  has  run  him  only  about 
$200,000,  with  most  pieces  costing 
under  $6,000.  In  1991  he  took  his 
biggest  flier,  spending  $66,000  at  a 
Cincinnati  auction  for  a  20-inch,  red- 
dish-brown vase  made  in  1893. 

Thayer's  pottery  has  proved  to  be  a 
solid  if  unspectacular  investment. 
"Over  the  last  12  years  Rookwood  in 
the  middle  range  has  doubled  in  price, 
and  pieces  at  the  top  end  have  qua- 
drupled," says  Nancy  McClelland, 
head  of  20th-century  decorative  arts 
for  Christie's.  But  with  several  impor- 
tant exhibitions  and  sales  now  being 


mounted,  it's  expected  that  prices  of 
Rookwood  will  soon  start  shooting 
up  a  lot  faster. 

What  exactly  is  "art  pottery"?  Basi- 
cally, the  term  refers  to  ceramic  wares 
hand- decorated  by  artists  in  small 
potteries  around  the  U.S.  between 
the  late  1870s  and  about  1930.  The 
catalyst  for  American  art  pottery  was 
the  1876  Centennial  Exhibition  in 
Philadelphia,  which  showcased  beau- 
tifiil,  hand -thrown  ceramics  from  Ja- 
pan, England  and  France.  There  was 
nothing  comparable  in  the  U.S., 
where  ugly,  mass-produced  ceramics 
were  then  the  norm. 

One  young  society  matron  from 
Cincinnati  named  Maria  Longworth 
Nichols  (1849-1932)  was  deter- 
mined to  change  that.  The  daughter 


American-made  Rookwood  pottery,  judged  the  world's  best  in  1900 
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Collector  Peter  Thayer  amid  his  60-piece  Rookwood  collection 

Since  1980,  prices  have  doubled  for  midlevei  pieces,  quadrupled  for  the  best. 


of  real  estate  tycoon  Joseph  Long- 
worth,  Nichols  hired  a  team  of  local 
artists  and  started  her  own  pottery  in 
an  old  schoolhouse  given  to  her  by 
her  father.  She  named  the  firm  Rook- 
wood, after  a  family  estate,  and  b\' 
1880  was  in  business.  She  even  made 
potterx'  herself,  sometimes  adorned 
with  bizarre  Japanese  scenes  full  of 
spiders,  bats  and  owls. 

Other  small  art  potteries  also 
sprang  up  and  found  markets.  By 
1920  there  were  over  100  operating 
around  the  countrv'.  Louis  Comfort 
Tiffany  included  art  potter\'  in  his  line. 

But  none  matched  Rookwood's 
success  or  reputation.  In  1900  it  won 
world  fame  when  it  came  away  with 
first  prize  at  a  Paris  industrial  art 
exposition,  in  competition  with  such 
renowned  houses  as  Meissen,  Royal 
Doulton  and  Sevres.  Rookwood  was 
exhibited  by  museums  and  carried  in 
the  finest  stores.  Nichols  no  longer 
had  to  support  Rookwood,  and  deed- 
ed it  to  companv  business  manager 
William  Tavlor  in  1891. 


The  company  thrived  until  the  De- 
pression but  closed  in  1941.  A  series 
of  owners  later  tried  to  revive  the 
Cincinnati  company,  with  little  suc- 
cess, and  it  was  shut  down  for  good  in 
1967.  No  serious  collector  would 
touch  anything  made  after  the  1930s, 
however. 

Thayer  was  intrigued  by  the  pottery 
after  he  saw  some  in  the  home  of  a 
friend  soon  after  moving  to  Cincin- 
nati in  1977.  From  a  local  dealer  he 
bought  a  small,  plain  vase  for  $500 
and  has  been  ferreting  out  Rookwood 
ever  since.  Two  of  his  favorite  sources 
have  been  the  Cincinnati  Art  Galleries 
and  the  Don  Trcadway  Gallen,',  both 
dealers  in  C^incinnati. 

Since  1991  he  and  other  Rook- 
wood fanciers  ha\e  had  an  easier  time 
finding  choice  items  at  the  big  annual 
auction  run  by  the  Cincinnati  Art 
Galleries.  About  2,000  pieces  of 
Rookwood  Avere  sold  at  the  last  two 
auctions,  which  have  boosted  both 
interest  and  prices.  In  1991  a  19-inch 
Rookwood  \'ase  depicting  carp  was 


sold  for  SI 98, 000— a  record  for  an 
American  potter)'. 

"One  of  the  nice  things  about  th 
Rookwood  auctions  is  they're  makini 
the  market  more  liquid,"  says  Thayer 

Rookwood  is  easy  to  identify'  and 
like  all  ceramics,  hard  to  forge  becaus« 
the  pieces  are  glazed — an  expensive 
tricky  business. 

All  Rookwood  pieces  carry  a  hall 
mark  and  are  signed  and  dated  by  th< 
studio  artists.  But  collectors  still  hav 
to  watch  out  for  repaired  cracks 
which  can  lower  the  \alue  of  a  pieci 
about  40%.  ' 

While  Rookwood  is  the  long- 
tance  runner  in  the  field,  there  ha 
been  interesting  price  spikes  over  n 
cent  years  for  other  art  pottery  froi 
the  period. 

Rosalie  Berberian  was  an  assistan 
professor  at  Yale  back  in  the  lar 
1960s  when  she  started  collectin 
ever\'thing  but  Rookwood.  "Rooi 
wood  was  the  Rolls-Royce;  I  pn 
ferred  the  more  experimental  potto 
ies,"  says  Berberian.  Among  the  m 
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Buick  Ultra. 

Even  the  lease  is 
comfortable. 


Buick  Park  Avenue  Ultra.  Buick's 
continual  dedication  to  quality  is  paying  off 
iri  high  residual  values  for  Ultra  leases.  So 
right  now  you  can  get  very  attractive  monthly 
payments  when  you  SmartLease^"  an  Ultra. 
An  Ultra  lease  conserves  your  capital  and 
reduces  up-front  expenses.  Attractive 
moTithly  payments  make  your  Ultra  as 
comfortable  to  lease  as  it  is  to  drive. 


SmartLease  Options.  If  you  drive  your 
Ultra  less  than  12,000  miles  a  year,  you  may 
be  eligible  for  the  Ultra  Luxury  Lease  Program. 
If  your  current  GMAC  lease  is  about  to  expire, 
your  security  deposit  and  first  monthly 
payment  on  Ultra  SmartLease  may  be  waived. 
Act  Now.  For  information  on  Ultra,  call 
1-8004A-Buick.  For  information  on  Ultra 
SmartLease,  see  your  Buick  dealer. 


BUICK 

SM4ff7LEASE 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1993  GM  Corp.  All  rights  reserved.  Buckle  up.  America! 
Park  Avenue  is  a  registered  trademark  of  GM  Corp. 
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Thayer's  20-inch-high  Rookwood  vase,  dated  1893 
Bought  for  $66,000  in  1991. 


coveted  of  these  is  George  Ohr, 
known  as  the  Mad  Potter  of  Biloxi, 
who  specialized  in  paper-thin  pots  of 
twisted  and  crumpled  clay.  Others  are 
Chicago's  Teco  Potten-,  Grueby  Pot- 
tery of  Boston — which  pioneered  an 
opaque,  lusterless  glaze — and  Hugh 
Robertson  of  Chelsea,  Mass.,  famous 
for  crackle  glazes. 

Berberian  amassed  over  100  pieces, 
usually  paying  under  S500  apiece  at 
flea  markets  and  antique  shows.  She 
stopped  collecting  more  than  ten 
years  ago,  after  becoming  an  antique 
jewelry  dealer.  She  has  since  watched 
prices  roller-coaster  for  some  of  her 
potter)',  particularly  Ohr  and  Teco. 
Hyped  hard  by  dealers  after  exhibits 
in  1989,  prices  surged  for  a  while  but 
have  since  collapsed.  For  example. 


one  st\'le  of  Teco  \'ase  rose  from 
S3,00d  in  1986  to  S18,000  in  1990, 
but  now  sells  for  as  little  as  S4,000. 

Last  month  Berberian  put  her  113- 
piece  collection  up  for  auction  with 
David  Rago,  a  dealer  in  Lambert\'ille, 
N.J.,  u'ho  holds  six  art  pottcr\'  auc- 
tions a  vear.  The  collection  fetched 
S427,060,  with  85%  of  the  pieces  sold 
at  auction.  That  was  about  eight  or 
nine  times  the  amount  she  had  spent 
over  the  years  on  the  collection  but 
not  as  much,  she  says,  as  it  would  have 
brought  a  while  back. 

If  you're  interested  in  art  potter\', 
here  are  the  dates  of  some  important 
shows  and  auctions  this  year: 

The  Cincinnati  Art  Museum  is  fea- 
turing an  exhibit  entitled  "Rook- 
wood Pottcr\':  The  Glorious  Gam- 


Rookwood  vase  sold  for  $198,000  in  1991 
The  record  for  any  American  pottery. 

ble,"  through  June  6.  The  exhibit 
moves  to  the  Clark  Art  Institute  in 
VVilliamstown,  Mass.,  July  3  through 
Sept.  12.  A  catalog  of  the  same  title 
has  just  been  published  bv  Rizzoii. 
Price,  S40. 

The  American  Craft  Museum  ill 
New  York  City  is  undertaking  a  series 
of  exhibits  on  American  20th-century 
crafts.  The  first,  "The  Ideal  Home 
1900-1920,"  which  includes  pottery, 
will  run  from  Oct.  21,  1993  throu 
Feb.  27,  1994.  An  eight-volume  sur 
vey  of  American  arts  and  crafts  is  al 
being  published  in  concert  with  th( 
exhibits. 

Important  auctions  of  art  pottc 
are  slated  at  David  Rigo's  May  16,  the, 
Cincinnati  Art  Galleries  June  4-6  anc 
C'hristie's  June  12. 
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\oxsx  demand  ror  a  rirst-class  ticket  to  Milan.  Pronto. 
A^^  Overlooked. 

Your  desire  ror  trousers  pressed  to  military  standards.  On  tne  double. 

A^^  Overlooked. 

Ydut  craving  lor  New  York  steak  witn  nand-cut  rries.  At  1:30  a.m. 

A^^  Overlooked. 
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Above, 
an  example  or  some  tnings  we  admittedly  overlook. 


^u ve  never  experienced  anytning  quite  lilee  it. 
Even  in  Newark . 
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NEW  YORK 

57  EAST  57  STREET  BETWEEN  MADISON  AND  PARK. 
TELEPHONE  (212|  758-5700.  OPENING  SPRING  1993. 
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No  matter  how  dismal  the  situation  might  look, 
Cheryl  Shuman  always  approaches  it  with  an 
"I  play  to  win"  determination.  More  than 
anything  else,  that's  what  made  her  rich. 

Beverly  hillbilly 


By  Brigid  McMenamin 

Cheryl  Shuman,  then  23,  was  stalled 
in  a  Cleveland  television  and  model- 
ing career  that  seemed  to  be  going 
nowhere.  In  1983  agents  weren't  re- 
turning her  calls.  She  pined  to  model 
for  Laura  Biagiotti,  the  trendy  Italian 
designer,  but  she  says  she  couldn't 
even  get  through  to  Biagiotti's  cast- 
ing people. 

It  was  make-or-break  time  for 
Shuman.  She  could  have  sat 
around  feeling  sorry  for  herself, 
bemoaning  the  lot  of  women. 
But  she  didn't.  Shuman  holed 
up  with  Berlitz  tapes,  gaining 
enough  fluency  in  Italian  to  get  a 
chance  at  competing  for  an  ex- 
clusive contract  with  Biagiotti. 
She  showed  up  at  the  modeling 
agency  the  day  the  scouts  were 
there  and  wowed  them  with  her 
Italian.  She  says  the  scouts  told 
her  to  hop  a  plane  to  Milan. 

Bad  luck.  Shuman  never  got 
to  hit  it  big  in  Italy.  On  an  icy  ^M 
road  to  the  airport  in  December 
1983,  her  car  skidded  and  hit  another 
head-on.  She  went  through  the  wind- 
shield. With  a  fractured  leg  and  shat- 
tered face,  her  modeling  career  was 
over.  "1  lost  everything,"  she  says. 

Except  her  will  to  succeed.  Here 
was  a  woman  who  had  worked  herself 
up  from  a  hardscrabble  childhood  in 
rural  Ohio.  Growing  up  in  tiny  (pop. 
175)  Buena  Vista,  "We  didn't  even 
have  indoor  plumbing,"  she  recalls. 
"I  was  a  hillbilly."  Young  Cheryl 
earned  pocket  money  trapping  field 
mice  for  a  research  lab,  but  soon 
realized  that  her  drop-dead  blonde 
looks  were  an  asset  she  could  exploit. 
Entering  beauty  pageants,  she  rel- 
ished the  competition.  "I  play  to 
win,"  she  says. 

Even  that  career-ending  accident 
didn't  defeat  her.  "Not  only  was  it  a 


humbling  experience,  I  think  it  was 
probably  one  of  the  best  things  that 
ever  happened  to  me,"  Shuman  says. 
Six  months  later  Shuman  moved  to 
southern  California  to  start  over  in  a 
warmer  climate.  She  took  a  cheap 
one-room  apartment  in  North  Holly- 
wood and  a  $5-an-hour  job  selling 


Starry  Eyes'  Cheryl  Shuman 

"There  is  nothing  that  I  can't  handle." 


eyeglasses  at  an  Encino  optical  shop. 
For  most  people  that  would  be  a 
dead-end  job.  Not  for  Shuman. 

One  day  a  studio  propmaster  came 
hunting  for  glasses  for  Shirley  Mac- 
Laine  to  wear  in  the  television  mini- 
series  Out  on  a  Limb.  That  gave  Shu- 
man an  idea.  Why  not  take  lots  of 
different  styles  to  the  set  so  the  star 
could  try  them  on.^"  He  agreed. 

Shuman  told  her  boss  she'd  decid- 
ed to  quit  and  start  her  own  business. 
"He  laughed  at  me,"  she  recalls.  She 
took  $14,000  in  cash  advances  on  her 
credit  cards,  got  eyeglass  manufactur- 
ers to  give  her  90-day  terms  and 
started  lobbying  the  studios  for  work. 
"The  first  month  I  only  made  $3,000, 
but  the  second  month  I  made 
$14,000."  She  had  found  her  niche. 

And  a  nice  little  niche  it  is.  Shu- 


man's  Starr)'  Eyes  Optical  Ser\'ices, 
Inc.  grossed  nearly  $20  million  last 
year,  providing  eyewear  for  television 
and  movies — and  making  housecalls 
to  the  rich  and  famous  who  feel  them- 
selves too  exalted  to  go  in  person  to  an 
optical  goods  store.  For  customers 
like  Mel  Gibson  and  Demi  Moore,  for 
instance,  Shuman  charges  $300  an 
hour  for  her  time  and  sells  an  average 
of  six  pairs  to  each  customer,  at 
around  $300  each. 

Shuman  worked  on  Denzel  Wash 
ington's  glasses  in  Malcolm  X  and 
designed   the   wire   rims   that   Nick 
Nolte  wore  in  Cape  Fear  and  on  the 
cover  of  People  magazine.  Working 
with  the  movie  prop  people,  she  se 
lects  the  right  frames  for  the  period 
and  character,  then  makes  them  up 
with  different  lenses  for  different  cam- 
era angles.  Several  pairs  of  each,  just  in 
case  she  needs  them. 
I       On  the  set  of  Terminator  II: 
?  Judgment   Day,    for   instance, 
Shuman  stands  happily  by  while 
a  securit)'  guard  knocks  Arnold 
Schwarzenegger's  sunglasses  to 
the  ground,  then  crushes  them 
underfoot.  Twent}'  takes  later, 
Shuman  has  collected  $4,000| 
for  the  20  pairs  of  Arnold's  sun 
glasses,  thousands  of  dollars  for 
all  the  other  glasses  used  in  the 
movie — and  $2,000  for  spend 
ing  the  day  on  the  set.  Total 
over  $35,000.  "She's  created  r 
job  where  none  existed,"  say^ 
Eyecare  Business  Executive  Edi 
tor  Lee  Bayusik. 
Starry  F!yes  recently  teamed  up  witH 
the  Qvc:  Network  to  bring  Shuman'S 
designs  to  45  million  rv  households. 
In  a  1992  test  run,  viewers  ordered  a? 
many  as  5,000  Nick  Nolte  frames  ir 
just  2V2  minutes.  Call-in  sales  were 
strong  enough  to  convince  QVC  exea 
utives  to  orter  Shuman  her  own  hgur^ 
long  show  and  a  percentage  of.thi 
take.  She  declines  to  say  just  he 
much,  but  in  her  first  hour,  she  sol 
nearly  $200,000  worth  of  shades— ; 
much  as  the  average  optical  shop  sell 
in  a  year. 

The  poverty  of  rural  Ohio  is  fi 
behind  as  Shuman,  now  33,  buz/c 
around  Hollywood  in  her  white  Met 
cedes  500SL  convertible.  Does  sh< 
have  any  advice  for  other  women  stuc 
in  seemingly  dead-end  jobs?  "D 
what  you  really  enjoy  doing." 
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Only  Schwab  guarantees  your  No-Fee  IRA  for  life. 
Not  Merrill.  Not  Fidelity  Not  Citibank. 


Saving  for  retirement  shouldnt 
mean  spending  on  fees. 

open  a  No-Fee  IRA  with  at 
least  $10,000  and  you'll  never 
pay  an  annual  fee  again,  for  the 
life  of  the  account!  Merrill, 
Fidelity  and  Citibank  don't 
make  this  promise.  Only  Schwab 
does  it. 

Only  Scjwab  offers  the  single  best  way  to 
buy  mutual  funds. 

when  you  bring  your  IRA  to  Schwab 
you'll  also  be  able  to  buy  and  sell  over  90 
no-load,  no-commission,  no-transaction-fee 


And  you  can  choose  from  over 

90  no-load  funds  from  leading 

fund  companies  including: 


Janus 

Founders 

Schwab 

INVESCO's 

Financial 


mutual  funds  from  well-known 
fund  families!*  Once  again, 
there's  only  one  place  to  find 
this  combination  of  convenience 
and  savings ...  at  Schwab. 

It's  tune  to  make  the  move. 

Finally  regardless  of  how  many 
IRAs  you  have  at  banks,  mutual 
fund  companies  or  full-commis- 
sion brokers  you  can  bring  them  all  to  Schwab 
easily  and  quickly  We'll  take  care  of  the  details 
for  you.  It  leads  to  a  simple  conclusion:  maybe 
it's  time  to  come  to  Schwab.  Visit  your  local 
Schwab  office  or  call  1-800-442-5111  CXL  424. 


Dreyfus 
Berger 
StemRoe 
Neuberger 
&  Berman 


CharlesSchwab 

Helping  Investors  Help  Themselves 


TM 


,  Limited  time  m  W  m  provide  you  m  a  fiee  prospectus  cootaiig  moiE  infoiation  for  any  M  avaial  ttirougli  ScW,  Please  review  prospectus  cateMy  before  investing, 

•Available  funds  may  change.  Fees  may  be  leinstated.  TVansacfion  fees  may  apply  if  you  make  5  or  more  shoit-terra  redemptions  (salles  of  fiinds  held  6  months  or  less)  within  12  months. 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Charles  Schwab  &  Co.,  Inc.  ©  1993  Member  SIPC/NYSE 
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Life  begins  at  80 

Thir'ithouji  years  ago  Bronx  ice 
cream  maker  Reuben  Mattus,  now 
80,  w'liipped  up  a  new  recipe  with  less 
air  and  more  butterfat.  Anyone  could 
have  done  that,  but  Mattus'  market- 
ing genius  was  to  gi\'e  his  confection 
what  he  thought  was  a  Dutch-sound- 
ing name.  Attracted  by  the  European 
image,  affluent  Americans  picked  up 
the  ice  cream  in  fancy  gourmet  shops. 
By  the  mid-1970s  the  fattening,  ar- 
tery-clogging brand  took  off.  In 
1983,  with  369  franchised  stores  and 
sales  over  $100  million,  Mattus  sold 
Haagen-Dazs  (the  words  are  mean- 
ingless) to  Pillsburv'  for  $75  million 
and  a  consulting  contract. 

But  when  Britain's  Grand  Metro- 
politan bought  Pillsbur)'  in  1989, 
Mattus  was  let  go,  leaving  him  rich 
but  unemployed.  "They  figured  I 
couldn't  do  my  job,"  he  says. 

He  showed  them.  Within  weeks  of 
leaving  Grand  Met,  Mattus  was  test- 
ing ice  cream  recipes  again,  this  time 
looking  for  a  low-fat  recipe,  settling 
on  one  with  3%  fat  and  160  calories 
per  scoop.  Joined  by  his  wife  Rose  and 
daughter  and  son-in-law  Doris  and 
Kevin  Hurley,  who  helped  him  build 
Haagen-Dazs,  he  started  shipping 
eight  flavors  in  November  1992. 

Now  based  in  Fairfield,  N.J.,  Mat- 
tus Ice  Cream  Co.  has  lined  up  dis- 
tributors and  retailers  in  ten  states  and 
expects  to  sell  half  a  million  gallons  at 
$2.69  a  pint  this  year.  It  helps  the 
marketing  image  that  the  Food  & 
Drug  Administration  no  longer  re- 
quires low-fat  ice  cream  to  be  labeled 
ice  milk.  But  this  time  no  European 
snob  appeal.  He's  calling  the  new  ice 
cream — what  else.> — Mattus'. 

'We  can  fire  'em" 

Dan  Bannister,  president  of  Reston, 
Va.- based  DynCorp,  does  most  of  his 
business  with  federal  agencies.  Now 
he's  giving  private  industry  lessons  in 
efficiency. 

DynCorp  is  a  $911  million  (sales) 
privately  owned  manpower  company. 
For  46  years  it  has  thrived  supplying 
labor  to  the  federal  bureaucracy — 
reading  addresses  for  the  post  office, 
examining  cancer  cells  for  Health  & 
Human  Services,  stockpiling  petro- 
leum for  the  Department  of  Energy. 
Its  biggest  client  is  the  Pentagon,  for 

112 


Haagen-Dazs 
founder 
Reuben  Mattus 
and  family 
A  reformed 
artery  dogger, 
now  he's  pushing 
low-fat 
ice  cream. 


BELOW: 

Dan  Bannister, 
president,  DynCorp 
Can  he  do  for 
the  airlines  what 
he  does  for 
the  colonel's 
dishwasher? 


whom  it  maintains  military  aircraft. 
DynCorp  sent  650  employees  to  Des- 
ert Storm.  It  manages  half  a  dozen 
militar}'  bases.  "We  do  everything 
from  maintaining  the  helicopters  to 
fixing  the  colonel's  dishwasher,"  says 
Bannister. 

Now  DynCorp  wants  to  do  for  the 
U.S.  airline  industry  what  it  has  done 
for  the  government:  cut  costs  by  hir- 
ing cheaper,  mostly  nonunion  em- 
ployees. It  won  its  first  commercial 
airline  contracts  in  the  1960s  by  pro- 
viding ticketing,  cleaning,  baggage 
handling  and  maintenance  services 
for  foreign  carriers  at  U.S.  airports. 
Last  year  Bannister  brought  Delta  Air 
Lines  into  the  fold,  winning  cleaning 
and  provisioning  contracts  for  some 


300  Delta  flights  a  day  in  Miam 
Anchorage,  Salt  Lake  City  and  Lc 
Angeles.  Delta,  whose  compensatio 
is  considered  the  highest  in  the  indut 
try,  has  pledged  to  cut  costs  by  $70l 
million  over  two  years.  DynC^grp' 
$6-to-$12-an-hour  workers  .  wi 
make  up  a  good  part  of  the  savings. 

Bannister,  a  college  dropout,  hi 
been  running  DynCx)rp  since  198.' 
He  helped  take  the  company  privai 
in  1988  in  a  leveraged  buyout.  la 
year  Bannister  paid  down  the  l.i 
piece  of  the  $140  million  in  buvo; 
debt  and  redeemed  $33  million 
preferred  stock. 

This  year  the  firm  should  earn  i 
first  profit  since  the  buyout  and  coi 
tinue  signing  airline  contracts.  Noril 
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OVER  $4  BILLION 

IN  U.S.  MADE  PARTS 

PER  YEAR 


AT  TOYOTA  we  believe  in  the  importance  of  investing  in  the  economies  where  we  do  business. 
That's  why  we've  invested  over  $5  billion  in  our  operations  here  in  America.  That's  why  since  1988 
we've  increased  our  purchasing  of  U.S.  made  parts  by  357%  to  over  $4  billion  per  year.  And  that's 
why  almost  half  the  Toyota  passenger  cars  sold  in  America  are  manufactured  right  here  in 
Kentucky  and  California.   INVESTING   IN   THE   THINGS   WE  ALL    CARE  ABOUT.    TOYOTA 

For   information    on    Toyota    in   America    write    Toyota   Motor   Corporate   Services,    9    West    57th    Street,    Suite   4900,    New    York,    NY   10019. 


west's  imminent  union  contract  tan- 
gle may  prove  Bannister's  next  big 
opportunity.  "We're  in  the  business 
of  supplying  people,"  he  says.  "The 
difference  between  us  [and  the 
unions]  is  we  can  fire  'em." 

-Joel  Miluman 


Hidden  asset 

Duff  &  Phelps,  the  Chicago  finan- 
cial advisory  company,  is  up  50%  since 
its  initial  public  offering  a  year  ago. 
Investors  owe  a  good  deal  of  thanks  to 
Paul  J.  McCarthy,  head  of  the  firm's 
credit-rating  subsidiary'. 

McCarthy,  54,  took  over  the  cred- 
it-rating operations  after  Duff^  & 
Phelps  bought  his  investment  re- 
search boutique,  McCarthy  Crisanti 
&  Maffei,  in  1991.  He  quickly  set  out 
to  gain  market  share  from  chief  ri\'als 
Standard  &  Poor's  and  Moody's  by 
improving  both  the  sales  effort  and 
the  product.  He  expanded  the  New 
York  sales  office  from  1  person  to  1 7 
and  switched  his  salesmen's  compen- 
sation from  salary  to  straight  commis- 
sion. He  then  changed  the  pricing 
formula.  Duff'  &  Phelps  charges  a 
maximum  of  $50,000  for  a  new  bond 
issue  rating,  compared  with  around 
$70,000  for  Moody's  and  s&P. 

On  the  product  side,  McCarthy 
made  his  ratings  books  more  user- 
friendly  by  listing  issues  by  company 
instead  of  by  arcane  business  catego- 
ries. "They  didn't  have  any  market 
sensitivity'  when  I  got  here,"  says  Mc- 
Carthy, who  has  an  M.B.A.  from  the 
University'  of  Pittsburgh.  "It  was  hard 
for  investors  to  even  find  a  rating." 

Most  important,  McCarthy  is  earn- 
ing kudos  for  tough  and  timely  rat- 
ings changes.  He  admits  slipping  in 
giving  AA+  ratings  to  bonds  issued  by 
a  subsidian'  of  Towers  Financial, 
which  is  now  being  sued  for  fraud  by 
the  SEC.  But  in  the  last  two  years,  his 
group  scooped  competing  agencies 
by  weeks  and  sometimes  months  in 
downgrading  the  debt  of  GM,  IBM  and 
United  Technologies.  Those  calls  led 
institutional  investors  to  lean  on  debt 
issuers  to  pick  up  the  tab  for  Duff  & 
Phelps'  coverage.  That  pressure  has 
helped  the  credit  subsidiar\''s  reve- 
nues jump  from  $11  million  in  1990 
to  $25  million  last  year. 

Now  McCarthy  is  testing  new 
products.  He's  expanding  coverage 


Car  dealer 
Victor  Potamkin 
"Would  you  pay 
$50,000  for  a  car 
without  trying  to 
get  a  deal?" 


BELOW: 
Duff  &  Phelps' 
Paul  McCarthy 
Investors  are 
demanding  bond 
issuers  pick  up 
his  coverage. 


into  asset-backed  securities.  And  he's 
started  joint  ventures  with  local  part- 
ners in  Latin  America  to  rate  corpo- 
rate debt  and  commercial  paper. 

-Ma'ITHEW  Schifrin 


Iron  man 

Silver-haired  Victor  Potamkin,  81, 
is  one  of  the  nation's  great  car  sales- 
men. With  his  two  sons  and  other 
partners,  he  controls  53  dealerships — 
Chn,'sler,  GM,  Mitsubishi  and  Toyota 
among  them — in  Florida,  Georgia, 
New  Jersey,  New  York  and  Pennsyl- 
vania. Working  out  of  his  New  York 
(Cadillac  dealership,  he  says  he  moves 
$1  billion  of  iron  a  year. 

Potamkin    took    over    Cadillac's 
moneylosing  Manhattan  dealership  in 


1972.  "They  had  been  selling  70  car. 
a  month,"  he  says.  "After  six  month 
I  was  selling  500  cars  a  month,  am 
making  money."  Bet\veen  1972  am 
1987  Potamkin  sold  81,710  Cadi! 
lacs,  making  him  the  nation's  biggc^ 
Cadillac  dealer. 

Potamkin  moved  the  metal  wit! 
aggressive  advertising,  heavy  promo 
tions  and  price  discounts.  But  thos 
methods  cheapened  Cadillac's  imag( 
and  in  1987  GM  transferred  the  Mai 
hattan  operation  to  Roger  Penski 
the  former  race  car  driver,  whose  oth. 
er  businesses  do  about  $2.8  billion  i 
sales  a  year.  Penske  gave  up  in  199 
after  losing,  Potamkin  figures,  aboii 
$20  million  for  himself  and  GM.  A  yea 
and  a  half  ago  Potamkin  took  over  hi 
old  dealership.  "I've  got  to  kee 
busy,"  he  says.  "Otherwise,  they' 
throw  some  sand  over  me." 

GM's  latest  idea  in  selling  cars  is  th 
"one-price"  sticker,  where  the  num 
ber  on  the  window  is  firm.   Th? 
means  no  haggling  over  price.  Bi 
Potamkin    says    dickering    over   th 
sticker  price  helps  sell  cars.  "Say  yo 
want  a  Cadillac,"  he  says.  "The  sticl« 
er  says  $31,000.  The  one-price  stoi 
says  $29,000.  Would  you  just  p.^ 
that,  or  would  you  go  to  another  sroi 
to  see  if  you  could  do  better?  May 
the  one-price  concept  is  okay  for 
$10,000  car,  but  would  vou  just  p 
$30,000  or  $50,000  for  a  car  witho 
trying  to  get  a  deal?" 

Apparently,  New  Yorkers  like 
bargain.  Re-ensconced  in  his  M 
hattan  dealership,  Potamkin  is  or 
again  among  the  top  C>adillac  dealc 
in  the  country.         -Jerky  Fiini 
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Land . . .  what  else  can  give  you  so  nraeh  pleasure  now  and  for  years  to  comet 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — ^the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  pfotection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

«  It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    3V.'K4 
Ft.  Garland,  CO  81133. 


3blaln  the  Property  Report  required  by  Federal  law  and  read  it  before  "igning  anything  No  Federal  agency  has 
'  '^ed  the  merits  or  value,  if  any,  of  this  property  EquaJ  Credit  and  Housing  Opportunity-  A  statement  and  offering 
■ment  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  construle  approval 
.;>  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
^,ion  the  ments  of  such  offenng   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
«anches.  NYA86-1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
J  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
"ing  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO:  Florida  AD  20537 
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ANALYSTS  WILL  CELEBRATE 
OUR  BIG  VICTORIES. 


At  Wellcome,  we're  committing  all  of  our 
resources  to  the  pursuit  of  better  health.  And  with 
every  life  we  touch,  we're  making  headway. 

Our  portfolio  of  new  products  includes 
potential  therapeutic  agents  for  cardiovascular  dis- 
ease, viruses,  central  nervous  system  disorders  and 
cancer.  Which  could  translate 
to  hope  for  millions  who  may 
benefit  from  these  discoveries. 

Some  products  will  be 
extensions  of  existing  com- 
pounds. One  of  them,  for 
example,  has  already  been  cred- 
ited with  a  significant  decrease 
in  premature  infant  deaths  due 
to  neonatal  respiratory  distress 
syndrome.  And  now  this 
important  agent  is  in  clinical 
trials  for  adult  respiratory  dis- 
tress syndrome,  a  devastating 
condition  that  kills  50%  of  the 
patients  affected. 


Other  new  agents  in  the  pipeline  may 
someday  combat  cancer,  reduce  the  rates  of 
death  or  complications  after  heart  attacks  and 
strokes,  control  epilepsy  and  treat  severe  rheu- 
matoid arthritis. 

In  the  meantime,  we'll  continue  marketing 
our  impressive  roster  of  53 
compounds,  including  over- 
the-counter  products  for  the 
common  cold,  allergies  and 
first  aid.  This  comprehensive 
list  also  includes  the  first  drug 
for  treatment  of  AIDS,  as 
well  as  the  world's  leading 
antiviral  drug. 

Improving  the  human 
condition  is  certainly  a  lofty 
goal  for  any  company.  But  at 
Wellcome,  we  have  more 
than  just  the  resources  and 
the  science  to  make  it  happen. 
We  have  the  passion. 


WE'LL  CELEBRATE  THE  SMALL  ONES. 


Wellcome 


JJ 
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BY  ER  C  S.  HARDY 


;clining  interest  rates  (see  nextpa£ie) 
d  rising  corporate  profits  are  a  good 
talyst  for  rising  equity  prices,  yet 
re  are  some  soft  spots  in  this  mar- 
t.  The  prospect  of  price  controls  is 
dng  the  steam  out  of  health  stocks, 
lother  concern  is  the  recent  jump  in 
mmodity  prices.  This  was  probably 
echnical  aberration,  but  any  rise  in 
lation  would  boost  interest  rates 
d  probably  hurt  the  stock  market. 
What's  a  good  way  to  hedge  this 
arket?  Andrew  Davis,  manager  of 
e  Venture  Advisers/RPF  Convert- 
e  Securities  Fund,  is  buying  con- 
rtible  preferred  bank  stocks. 
A^e're  participating  in  a  red-hot  sec- 

with  less  risk  than  buying  the 

mmon,"  he  says.  One  of  his  hold- 

gs   is   BankAmerica   preferred   G, 

Iding  5%  and  trading  at  a  20% 

emium  to  the  underlying  common. 

also  likes  the  Great  Western  Fi- 
incial  convertible  preferred,  with  an 
6  yield  and  a  34%  premium. 


!  Special  focus 


lince  the  October  1987  market  crash,  the 
^&P  500  index  shows  a  price  gain  of  98%, 
ijut  hundreds  of  stocks  are  still  selling  below 
their  October  1987  highs.  The  ten  stocks 
oelow  all  trade  at  least  20%  below  their 
levels  just  before  the  crash.  But  analysts 
think  these  stocks  will  show  a  minimum 
30%  jump  in  earnings  in  1993. 

Crash  victims 


Company 

Percent  change 
since  Oct 
1987  peak 

Media  General 

-54% 

Trinova 

-43 

Marriott 
Tektronix 

-38 
-32 

Asarco 

-30 

Brown  Group 

-28 

Tenneco 

-26 

Federal-Mogul 

-25 

Dow  Chemical 

-25 

Olin 

-21 

The  overall  market 


2600 
2400 
2200 
2000 
1800 


The  Barra  All-US  index  as  of  3/4/93: 

Market  value:  $4,494.9  billion 

P/E:  24.9 

P/E  minus  negative  EPS:  17.6 

Price/book:  2.5 

Yield:  2.5% 


12-month  closeup 
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Performance 

Last  4  w/eeks 
Since  12/31/92 


Price      Total  return 

-1.0%        -0.8% 
2.3  2.8 


'85        '86       '87       '88       '89       '90 


'91 


'92       '93 


2200       "Barra  index 

■■  200-day  moving  average 


Closeup  on  the  market 


%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index' 

S&P/Barra  Value  index^ 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE^ 

CRB  futures  index  "^ 

Gold^ 

Yen'(per$US) 

Oil' 


2-weel(  change 


3.4% 

3.4 

4.0 

2,9 

3.6 

3.5 

2.8 

2.6 

1.8 

2.0 
-0.5 
-2.1 

8,5 


1  year  ago 

9.1% 

8.6 
17.7 

4.9 
10.0 

9.6 

9.4 

0.6 
-1.9 
-1.9 
-6.4 
-11.5 
13.5 


8.6 

-2.7 

17.7 

-0.2 

4.9 

-1,3 

10.0 

-0,5 

9.6 

-0,6 

9.4 

-4,0 

0.6 

-1,5 

-1.9 

-26,3 

-1.9 

-24,1 

5-year  high 

-1,0% 

2,7 

0.2 

1,3 

0,5 

0,6 

4,0 

1,5 

6,3 

4,1 
34,5 
28.8 
48.8 


The  best  and  worst  performing  stocks^ 


Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

1993 
EPS' 

NTN  Communications 
Gerrity  Gil  &  Gas 
Arbor  National  HIdgs 

8  3/4 
171/4 

16% 

341/4 

37% 
35 
33 
32 

$0.15 
1.46 
1.57 
1.20 
1.15 

Synergen 
Microtest 

Royal  Appliance  Mfg 
McAfee  Associates 

153/8 
8 

71/4 

-66% 

-43 

-40 

$-2.13     1 
0.72     1 
1.20     1 

Roper  Industries 

9 

-29 

0.74     1 
2.46 

President  Riverboat  Casinos 

45 

31 

Amgen 

347/8 

-29 

1    The  best  and  worst  performing  industry  factors^"                               1 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Photographic,  optical 

12.4% 
9.2 
8.7 
7.7 
7.1 

46.9% 

8.7 
16.5 

2.0 

8.8 

Tobacco 

-16.3% 

-26.2% 

19.0 

2.2 

-4.7 

-3.3 

Household  prods 
Gas  utilities 
Agriculture,  food 
Oilfield  services 

Forest  products 
Misc  mining  &  metals 
Aluminum 
Trucking 

-5.3 
-4.3 
-4.3 
-2.9 

:  Data  for  period  ending  3)4/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  wfiich  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S.  markets, 
'Rs,  REITs  and  closed-end  funds  are  excluded,  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
t',  ^ Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  'A  dollar-denominated  capitalization-weighted  index  of 
"lan  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. "  Index  of  21  commodity  futures.  ^  Knight-Ridder  Financial  Information, 
■g  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  ''Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size,  value 
■rowth  characteristics.  Multi-industry  firms  have  proportional  contributions  'i  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  ER  C  S.  HARDY 


YieldeMrve                                                                                    1 

9% 
8 

1 
1 

7 

One  year  ago^^^^^ 

K 

6 

<• 

5 

^^^^^Recent 

3  months 

1 

1 
2                        5 

Maturity  (years) 

10 

20 

30     ^ 

30-year  rate  minus  1-year  rate 
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Weak  credit  demand  and  expectatio 
of  low  inflation  aren't  the  only  facto] 
driving  up  bond  prices  and  pushi 
down   interest  rates.   While   do 
grades  still  exceed  upgrades,  overal 
corporate  credit  quality  is  improvinj 
despite  the  lowering  of  credit  ratin 
for  a  few  troubled  companies  such 
GM  and  Sears.  In  1992  Moody's  I 
vestors  Service  downgraded  only  2 
bonds,    35%   fewer   than   in    199 
That's  the  lowest  number  of  dowi 
grades  since  1987.  Meanwhile,  tl 
number  of  upgrades  rose  14%,  to  13' 

While  municipal  bond  ratings 
not  improving  as  dramatically, 
revenues  are  running  ahead  of  forljia 
casts  in  many  states,  which  bodes  w<  l^ 
for   future   credit   upgrades.    One 
moribund  states  like  Texas  and  Ma  t 
sachusetts  are  in  this  category.  B 
Richard  Ciccarone,  director  of  ta 
exempt  research  at  Kemper  Securiti  ^^r 
in  Chicago,  says  it's  too  early  to  b\ 
California  municipals. 

Another  catalyst  for  lower  tax 
empt   rates,   of  course,   is   invesi 
expectations  of  higher  taxes.  Des 
the  recent  rally,  Ciccarone  still  see: 
few  undervalued  sectors.  Investors 
states  that  do  not  have  an  income  t 
should  consider  Michigan  municip 
obligations,   especially  local   educ 
tion  bonds.  This  debt  has  an  impli(|flJ 
guaranty  from  the  state  but  trades 
prices  that  reflect  the  risks  of  t\'pi( 
school  bonds. 

On  the  government  side,  don't 
overly  tempted  by  the  superior  yiel 
on  mortgage-backed  paper  (see 
torn  left).  Bonds  issued  by  agenci 
like  GNMA  and  fnma  are  subject 
early  refinancing,  which  is  even  mo 
likely  when  mortgage  rates  are  fallin 
Note  how  total  returns  on  Ginr 
Maes  lagged  other  sectors  (cv 
munis)  during  the  latest  12  month' 

While  these  are  extraordinary  ti 
in  the  credit  markets,  Joseph  Ciirsc 
Dean  Witter's  chief  economist,  ofi^ 
words  of  caution:  "Bond  prices  ha 
gotten   light-years   ahead   of  the 
selves."  Carson  is  looking  for  a  f 
strong  economy  for  the  next 
years — 4%  real  growth — and  says  r| 
ing  interest  rates  will  be  an  inevital 
result  of  an  economic  expansion 

Note:  Except  where  footnoted,  all  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  'Yield  on  10-year  Treasurysj 
'The  trailing  12-month  increase  in  the  Consumer  Price  Index  through  1/31/93.  'Source:  First  Boston.  'Source:  Lehman  Brothers.  ''Data  through  2/28/93.  'Annualized. 


Yield  versus  inflation 


16% 
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'92 


'93 


•sp«Ka 


Spread  over 

Treasurys 

Total  returns 

Security 

Basis  points ' 

Security 

1  year^ 

3  years''     1 

AA  corporates 

60 

AAA  corporates 

14.7% 

■      13.2%      " 

AAA  industrials 

53 

Ginnie  Maes 

-     10.4 

12.4 

20.0          i; 
11.0         1 
12.3          1 

Ginnie  Maes 
Junk  corporates" 
Municipals' 

122 

534 
-194 

Junk  corporates' 
Municipals' 
Treasury  bonds 

14.7 
13.8 
13.0 
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IT  TAKES  AUDACITY 
TO  SUCCEED  IN  BUSINESS 


iNTiiiiiniifiiMi]' 


Astonishingly  Fresii  and  imaginative  Approacii  to  Understanding  Money, 
iwer,  and  Business.  Written  Especiaiiy  for  Today's  Leadersliip  Generation. 


re  just  some  of  the  subjects  covered  in 
imier  issue—  all  typical  of  the  stimu- 
deas  you'll  get  in  copy  after  copy: 


ige  country  that  has  gone  through  a 
ng,  convulsive  period  that  left  it  an 
ic  basket  case.  Russia  1992?  No.  America 
he  imaginative  steps  we  took  then,  some 
dred  years  ago,  could  save  Russia  today. 


I 


YELTSIN,  MEET  ALEXANDER 
LTON  by  Jude  Wanniski. 


iEVROLET 


E 


92Ds  GM  was  a  hungry  number  two  that 
perceived  a  changing  marketplace  and 
knocked  number-one  auto  builder  Ford, 
d  and  complacent,  from  its  number-one 
it's  uncannily  similar  to  the  way  the 
36  beat  the  U.S.  auto  industry  in  the  7Qs 

,  GENERAL  MOTORS  OEAT  FORD 

■n  :.  Fenster. 


OHBES  and  American  Heritage 
announce  a  just-off-the-press, 
brand-new  quarterly  business 
magazine:  Audacity.  A  bright, 
bold  read  that  presents  lessons 
from  the  historical  vantage  point 
of  American  Heritage,  with  the 
finger-on-the-pulsB  business 
acumen  of  Forres. 

It's  a  must-have  magazine  filled 
with  lively,  useful  information 
about  American  business  that  we 
guarantee  will  put  a  whole  new 
perspective  on  how  you  look  at 
your  company  and  your  career. 

As  Ralph  Waldo  Emerson  put  it, 
"The  years  teach  much  which  the 
days  never  know" 


We  used  to  start  our  managers 
on  the  shop  floor.  Now  we 
start  them  off  in  business  school. 
By  forgetting  much  of  what  we 
long  knew,  and  divorcing 
operating  and  top  management, 
we  have  put  ourselves  in  severe 
jeopardy. 

WHY  DUSINESS  HISTORY? 
An  interview  with  Alfred  Chandler. 


IBM's  Thomas  Watson  has  heard  praise  for  his 
accomplishments  all  his  life.  But  it  was  a  WW  II  Air 
Force  general's  scrawled  "Splendid!"  on  a  report  Watson 
wrote  as  a  young  pilot  that  meant  more  than  the  rest 
combined  and  galvanized  his  self-confidence. 
MY  TURNING  POINT  A  regular  feature. 

Where  did  the  great  companies  that  failed  go  wrong? 
Why?  In  our  premier  issue:  the  rise 
and  fall  of  the  United  Fruit  Company, 
Aeromarine  West  Indies  Airways 
(America's  first  international  airlinq 
and  RKQ  Radio  Pictures. 
DOOT  HILL  Another  regular 
feature  in  every  issue. 


4a  free  copy,  call  1-800-825-0061.  Dr  v^rrite:  Audacity,  P.O.  Box BB06,  Syracuse,  NY  13217 


I 


!  i!  Send  me  four  quarterly  issues  of  Audacity  for  just  $15!  Start  my  subscription  with  the  winter  issue  due  out  mid-Decembe^ 
Enclosed  is  my  check.  (  )  Please  charge  my  credit  card.  Circle  one:  American  Express     Visa     MasterCard 

, ExplratlDn  Date  


Title 


iny 


ate/Zip 

iuaraatee:  If  the  first  issue  you  receive  doesn't  live  up  to  your  expectations, 
i  it  free  of  charge  and  cancel  your  subscription.  Your  money  will  be  refunded  in  full 


iHlZFnrhgOnn 


ForRJon  add  %^  ner  vsar 


EDITED  BY  JASON  2WEIG 


Brokers  have  been  pushing  back-end  load  funds  like 
there's  no  tomorrow.  When  tomorrow  comes,  a  lot  of 
sponsors  and  shareholders  alike  may  be  sorry. 

Attack  of  the 
Idller  B  shares 


I 


By  Mary  Beth  Grover  and  Jason  Zweig 


What  is  it  about  funds  with  back-end 
loads  that  makes  them  such  a  spectac- 
ular success  in  the  marketplace? 
Stockbrokers  persuaded  their  cus- 
tomers to  consume  some  $43  billion 
of  these  things  last  year,  generating 
$1.5  billion  in  sales  commissions  for 
the  brokers. 

Could  it  be  that  buyers  aren't  quite 
hip  to  the  fact  that  one  way  or  another 
they  are  still  paying  a  load.^  If  that's  the 
case,  some  fund  operators  could  be  in 
for  considerable  grief  if  a  controversial 
accounting  change  is  implemented. 
The  new  accounting  standard  could 
force  ftmd  operators  to  make  back- 
end  loads  ven'  visible  by  disclosing  a 
"net  asset  value"  that  is  lower  than 
the  "offering  price"  at  which  custom- 
ers are  buying  into  the  fund. 

Funds  with  back-end  loads  go 
through  a  convoluted  routine  to 
compensate  the  brokers  who  sell 
them.  Suppose  a  customer  pays  $10 
for  a  fiind  share — typically  called  a 
class  B  share — that  is  subject  to  a 
maximum  6%  back-end  load.  The 
broker  who  sold  the  fund  gets  60 
cents  from  the  flmd  sponsor,  who 
recoups  the  outlay  by  assessing  a 
12b- 1  fee  at  a  rate  of,  say,  1  %  a  year  on 
flmd  assets.  Some  operators — nota- 
bly, Eaton  Vance,  Pilgrim  Group  and 
Keystone — borrow  money  to  cover 
the  brokerage  commissions  and  then, 
in  effect,  back  up  the  loans  by  promis- 
ing that  the  12b-l  fees  will  be  paid 
until  the  loan  is  retired. 

There's  a  load  on  shareholders  who 
decide  to  exit  early.  The  fund  might, 
for  instance,  impose  a  6%  exit  fee  that 
declines  in  steps  to  zero  in  year  seven. 
Thus  does  the  sponsor  guarantee  that 
it  will  recoup  from  every  customer  the 


..jifliiiiim' « 


full  pound  of  flesh  collected  by  the 
broker. 

The  accounting  change,  which  is 
still  in  the  debating  stage  at  the  Amer- 
ican Institute  of  Certified  Public  Ac- 
countants, threatens  to  throw  a  big 
wrench  into  the  thriving  back-load 
fund  business.  The  theory  behind  the 
change  is  this:  Since  some  prospec- 
tuses suggest  that  the  loans  to  pay  the 
brokers  their  commissions  up  front 
are  a  direct  obligation  of  the  fund, 
future  12b-l  fees  should  be  recorded 
as  a  liability  immediately,  which  could 
take  a  bite  out  of  NAV.  So  the  offering 
price  of  the  flmd  might  still  be  $10, 
but  the  NAV  column  next  to  it  in  the 
newspaper  would  read,  say,  $9.60. 
And  broker-sold  funds  would  lose  yet 
another  crop  of  customers  to  the  no- 
load  Vanguards  and  Fidclitys. 

If  you  have  read  this  far  you  proba- 
bly know  better  than  to  pay  a  load, 
front,  back  or  sideways.  But  if  you  are 
thinking  of  investing  in  an  operator  of 
mutual  funds,  read  on.  The  wonder- 
ful 12b-l  machine  has  other  ha/.ards. 

So  successfiil  have  been  the  back- 


end  load  funds  that  some  sponsors  an 
indebted  to  banks  and  finance  compa 
nies  for  loans  to  pay  the  brokers 
Thus,  Eaton  Vance  Corp.,  sponsor  o 
$6.5  billion  in  back-load  fimds,  ha 
shareholder  equit)'  of  a  mere  57' 
million  but  carries  a  $160  millioi 
asset  called  "deferred  sales  commis 
sions."  For  now,  that's  a  pretty  solic 
asset,  since  even  if  ever)'  custome 
redeemed  tomorrow,  putting 
funds  out  of  business,  Eaton  Van 
would  collect  an  ample  sum  in  back 
end  fees. 

But  what  if  the  market  tanks? 
every  Eaton  Vance  fund  dropped  50' 
in  value,  I2b-1  revenues,  figured  on 
percent  of  assets,  would  collapse  t 
half  of  what  Eaton  is  counting  on.  S' 
would  prospective  back-end  fee? 
We're  not  saying  this  is  going  t 
happen,  just  that  you  should  thin 
about  stock  and  bond  volatilit)'  befor 
buying  shares  in  Eaton  at  a  recent  3t 
or  about  three  times  what  they  wer 
trading  at  just  two  years  ago. 

If  all  this  were  not  enough  to  keep 
ftmd  vendor  up  at  night,  there's  th 
Internal  Revenue  Service.  The  iRS 
taking  a  close  look  at  the  12b- 1  at 
counting  used  by  Eaton  Vance  on  it 
municipal  bond  fijnds.  At  most  fund? 
12b- 1  fees  come  off  the  top  of  intere? 
and  dividend  income,  minimizin 
taxable  distributions  to  the  shart 
holders.  But  such  a  deduction  wou 
go  to  waste  in  a  muni  fund,  since  i; 
interest  is  federally  tax-exempt  an\ 
way.  So,  Eaton  Vance  just  lowers  th 
NAV  at  a  rate,  say,  of  1%  a  year.  Th. 
helps  shareholders  when  they  sell  oi 
of  the  fiind — by  lowering  the  capic 
gain  (or  increasing  the  capital  los; 
generated  on  the  sale.  The  iRS  m 
issue  a  ruling  later  this  year. 

Finally,  the  iRS  may  challenge  fiin 
sponsors  over  the  way  they  accoui 
for  back-end  loads  on  their  own  ts 
returns.  So  far  they  have  been  expen: 
ing  for  tax  purposes  the  upfront  ca 
paid  to  brokers.  But  their  book  profij 
reflect  the  slow  amortization  of  the 
outlays  over  the  period  that  the  bac 
end  loads  arc  in  effect.  The  iRS  m 
decide  that  amortization  is  approp 
ate  on  the  tax  return,  too.  It  could 
after  Kemper  Corp.  for  $29  milli 
on  this  account  and  other  sponsors  ft 
undisclosed  amounts. 

Maybe  back-end  loads  aren't  such 
brilliant  idea  after  all. 
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Advertise  In 


Fbrbes 

SPRING  ANNUAL 
REPORT  PORTFOLIO 


Create  Interest  in  Your  Company  Among  Affluent  Investors 


ffer  your  annual  report  in  the  Spring  Annual  Report  Portfolio  in 
FORBES  May  24,  1993  issue,  and  generate  maximum  recognition  and 
response  among  influential  and  active  investors.  This  high-response,  high- 
impact  showcase  is  the  largest  annual  report  section  among  business  mag- 
azines. FORBES  Annual  Report  Portfolio: 

■  Captures  the  attention  of  private  and  professional  investors 

Nearly  90%  of  FORBES'  750,000  subscribers  own  corporate  stock  worth 
an  average  of  $896,594;  the  median  value  of  their  investment  portfolios 
is  $363,003.  In  additioUj  52%  make  investment  decisions  for  others.  * 

■  Compels  prospective  investors  to  take  action 

A  reader  response  card  bound  into  the  section  makes  it  easy  for  readers 
to  respond.  You  'II  receive  a  list  of  respondents  on  pre-addressed  labels  to 
place  directly  on  your  mailing  envelopes. 

For  more  information,  call  Virginia  Carroll  at  212-620-2339 
or  Sarah  Madison  at  505-275-1282/3. 


Issue  Date:  May  24, 1993 


Closing  Date:  March  29, 1993 


FORBES  Subscriber  Study,  Don  Bowdren  Associates,  1990 


THE  FUNDS 


If  your  broker  calls  to  pitch  you 

on  a  real  estate  investment  trust, 

first  listen  to  a  few  pointers 

from  the  curmudgeonly  dean  of  the  industry. 

Healthy,  wealthy 
andTiise 


A  FELLOW  named  after  Benjamin 
Franklin  should  certainly  be  prudent, 
thrift)'  and  \\'ell  stocked  with  common 
sense.  But  isn't  Benjamin  Franklin 
Kahn,  the  68  year-old  president  of 
Washington  Real  Estate  Inx'estment 
Trust,  taking  this  Ben  Franklin  stufi^a 
little  too  far?  While  debt  financing  is 
the  norm  in  real  estate,  Washington 
RJEIT  has  just  finished  paying  its  loans 
down  to  zero.  Kahn's  second-floor 
walk-up  office — blotchy  plwood 
paneling,  scuffed  leather  ftirniture — is 
decorated  with  a  little  bronze  bust  of 
Benjamin  Franklin,  and  the  patriot's 
autobiography  leans  against  Graham 
and  Dodd's  Security  Analysis  on 
Kahn's  bookshelf.  When  his  specta- 
cles slide  down  his  nose,  Kahn  even 
looks  a  bit  like  his  namesake. 

There  is  one  big  difference  between 
the  two  Benjamin  Franklins:  Kahn 
doesn't  care  if  the  federal  government 
keeps  growing  at  a  rate  that  would 
horrify  the  signer  of  the  Declaration 
of  Independence.  U.S.  agencies  are 
among  Kahn's  biggest  tenants,  occu- 
pying about  8%  of  Washington  rhit's 
total  commercial  space.  Just  about  all 
his  other  tenants  thrive  on  a  fat 
government. 

What  about  Bill  Clinton's  plan  to 
eliminate  100,000  bureaucrats?  "FLi- 
senhower  came  in  saying  he  was  going 
to  cut  government,  too,"  says  Kahn, 
adding  with  a  cackle:  "He  fired 
70,000  Democrats.  Then  he  hired 
80,000  Republicans!" 

Kahn  splits  his  firm's  assets  almost 
evenly  among  apartment  houses,  of- 
fice buildings,  shopping  centers  and 
warehouses.  But  he  doesn't  diversify 
geographically,  as  such  REITs  as  New 
Plan  Realt)'  Trust  and  Kimco  Realty 
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have  done.  All  but  three  of  Washing- 
ton REIT's  32  properties  are  a  quick 
drive  away  from  its  offices  on  a  side- 
street  in  Bethesda,  Md.,  and  the  far- 
thest is  in  Dover,  Del.  "Unless  you're 
an  Equitable  or  a  Prudential,"  says 
Kahn,  "you  shouldn't  diversify  1,000 
miles  from  home.  Our  folks  know 
what's   happening   here.    We    don't 


have  to  depend  on  a  broker  in  Chica  c 
go  to  lease  a  building  for  us."  c 

Kahn  counts  the  giant  Departmen  i ' 
of  Justice  among  his  customers,  bii  :; 
he   really  prefers  the   little   tenants  :> 
Take  the  7700  Leesburg  Pike  offic  ■: 
building    in    Tysons    Corner,    Va  i'. 
which  Kahn  bought  in  1990  for  $7.  i-c 
million.   The   stunning   semicircula  i; 
building  was  just  60%  occupied,  wit  t 
33  tenants  averaging  2,400  squai  \s^ 
feet  apiece.  Kahn  added  two  elevatoi  m 
so  tenants  could  get  to  the  far  ends  c  [ :( 
the  building  more  easily.  Then  h  \r 
subdivided  and  renovated  the  empt  i 
space.  He  cut  per-foot  rates  slight  ic 
but  more  than  made  up  the  loss  b  j 
boosting  occupancy,  which  is  no^  u 
80%  and  still  climbing.  The  building  ? 
53  tenants  average  1,800  square  fe(  ja. 
each  and  generate  18%  more  in  tot  im 
annual  rents  than  they  did  in  1990.   ir 

Not  to  be  mistaken  for  a  real  estai  dJ 
limited  partnership,  a  REIT  is  an  ii  \, . 
vestment  pool  that  has  at  least  75%  <  t: 
its  assets  in  real  estate  and  pays  out ;  p 


Washington  REIT  President  B.  Franklin  Kahn 
Buy  at  10  times  earnings,  sell  at  22^4. 
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ist  95%  of  taxable  income  to  share- 
ilders.  Mortgage  REITS,  which  in- 
;st  mainly  in  real  estate  debt,  not 
;  uity,  draw  the  wrath  of  Kahn.  "I'd 
ther  own  prime  properties  and  keep 
rowing  capital  at  them  to  increase 
eir  cash  flow,"  he  says,  "than  lend 
the  owner  and  get  paid  back  with 
:flated  dollars." 

Kahn  knows  his  market.  In  high 
hool,  he  worked  summers  in  a 
ashington  realty  appraisal  firm.  Af- 
r  getting  a  finance  degree  from 
harton,  Kahn  spent  several  months 
a  hod  carrier  and  surveyor  at  house 
•nstruction  sites  in  the  Washington 
ea.  "I  decided  I  ought  to  under- 
md  exactly  what  went  into  build- 
gs,"  he  recalls. 

Kahn  founded  Washington  REIT  a 
w  months  afi:er  Congress  passed  the 
St  REIT  law  in  1960.  Over  the  last 
/o  decades  the  firm  has  racked  up  a 
5%  compound  annual  return,  in- 
uding  dividends,  which  have  risen 
'ery  year  since  1970.  When  the  mar- 
;t  for  office  buildings  in  Washington 
t  overheated  in  the  late  1980s, 
ahn's  shareholders  came  through 
iscathed. 

•Result:  "For  us,  raising  capital  is 
itidilutive  most  of  the  time,"  says 
ahn,  meaning  that  Washington 
iiT's  remarkable  long-term  record 
lows  him  to  sell  stock  at  a  premium 
'ice.  Look  at  this  deal:  Kahn  raised 
i2  million  in  a  stock  offering  last 
me  at  $17  a  share,  or  22  times 
Washington  REIT's  operating  income 
)retax  profit,  before  depreciation), 
hen  he  used  $21  million  of  the 
oceeds  to  buy  a  200,000-square- 
ot  shopping  center  in  Gaithersburg, 
Id.  That  price  came  to  a  mere  10 
mes  the  shopping  center's  operating 
come. 

Thrifty  admirers  of  the  original  Ben 
ranklin  should  think  twice  before 
uying  Washington  REIT,  which 
ades  on  the  American  Stock  Ex- 
lange  at  22V4.  To  judge  from  the 
aithersburg  deal.  Wall  Street  is  pric- 
ig  this  real  estate  portfolio  at  con- 
derably  more  than  twice  what  it 
ould  bring  in  a  liquidation.  But 
ivestors  would  find  a  thorough  re- 
ew  of  the  company's  annual  report 
usefiil  antidote  against  any  urge 
hey  might  have  to  buy  into  some  of 
'  newer  REITs  currently  being  ped- 
d  by  stockbrokers.  -].Z.  ■■ 
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Change  Your  Job 

Mthout  Shortchanging 

Your  Retirement 


If  you're  about  to  change  jobs,  you  may  be  receiving  a 
distribution  from  your  employer's  retirement  plan.  This  year, 
new  rules  can  affect  your  benefits;  Fidelity  wants  to  help 
make  sure  you  know  your  options  before  you  act. 

As  of  January  1,  1993,  a  new  tax  law  re- 
quires that  20%  be  withheld  for  federal  income  tax  on 

any  eligible  plan  payout  that 
is  not  directly  transferred 
to  a  Rollover  IRA  or  other 
qualified  plan. 

Fidelity's  A  Common 
Sense  Guide  To  Keep- 
ing Your  Retirement 
Plan  Money  Working 
to  help  you  see  your  op- 
tions and  decide  the  best 
course  of  action  for  you. 

Ask  About  Our  No-Load,  No-Fee 

Rollover  IRA 

Fidelity  now  offers  over  50  no-load  stock,  bond  and 
money  market  ftinds  for  your  IRA. '  And  we've  waived 
the  annual  maintenance  fee  on  Fidelity  Rollover  IRA 
mutual  fund  accounts  with  a  balance  of  $5,000  or 
more.^  Call  for  details. 

Visit  A  Fidelity  Investor  Center 
or  Call  24  Hours 


FMelity 


1-800-544-8888 


Investments' 

Common  sense.  Uncommon  results. 


For  a  free  Rollover  IRA  fact  kit  with  more  complete  information  on  any  Fidelity  fund  including  charges  and 
expenses,  call  for  a  current  fund  prospectus.  Read  it  carefully  before  you  invest  or  send  money. '  Fidelity  Magellan® 
Fund,  Fidelity  New  Millennium™  Fund  and  Fidehty  Select®  Portfolios  are  excluded.  'Annual  IRA  maintenance  fee 
eliminated  for  mutual  fund  accounts  held  in  the  Fidelity  IRA,  Rollover  IRA,  SEP-IRA  and  SARSEP-IRA  with  an  account 
balance  of  $5,000  or  more  at  the  time  the  IRA  maintenance  fee  is  billed.  IRA  mutual  fund  accounts  with  balances 
below  $5,000  will  be  charged  a  $  10  per  fund  annual  IRA  maintenance  fee.  For  the  Fidelity  Self-directed  IRA,  Self- 
directed  Rollover  IRA,  Self-directed  SEP-IRA,  the  $20  annual  maintenance  fee  will  be  waived  if  one  or  more  Fidehty 
mutual  hind  positions  held  in  the  IRA  has  a  balance  of  $5,000  or  more  at  the  time  of  the  IRA  maintenance  fee  billing. 
Fidehty  Distributors  Corporation. 

CODE:  FORB/GENR/032993 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.    Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 


)at.  ir 
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Though  it's  far  from  the  stresses  of  everyday  life,- 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flightj 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operatec 
by  Forbes  Magazine.  For 
more  information  write 
Errol  Ryland,  Manager,  3L( 
Box  149,  Fort  Garland,  CO 
81 133,  or  call  1  SOO^FORBES-i 
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MONEY  &  INVESTMENTS 
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iOnce  in  a  great  while  a  group  of  stocks  presents  a 
magnificent  buying  opportunity.  Pharmaceuticals  aren't 
there  yet,  but  it's  time  to  start  nibbling  at  the  group. 

One  man's 


panic 


BY  DAUID  DREMAN 


•     •     • 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  autlior  of 
Ihe  New  Contrarian  Investment  Strategy. 


As  A  MONEY  MANAGER  I  am  often 
asked:  How  much  diversification 
should  a  portfolio  have?  Unfortunate- 
ly, there's  no  simple  answer.  Own  too 
many  stocks  and  you  have  an  index 
ftind,  which  is  likely  to  bring  you 
returns  in  line  with  the  market.  Own 
too  few  and  your  risk  goes  up  substan- 
tially. Most  often  investors  who  hold 
only  a  handftil  of  stocks  own  them  in 
red-hot  issues.  It's  a  bet  against  long 
odds,  with  most  players  losing. 

However,  there  is  a  middle  road 
that,  if  executed  well,  will  provide  the 
protection  of  a  well-diversified  port- 
folio along  with  many  of  the  rewards 
of  a  highly  concentrated  one.  The 
essential  rule  in  picking  stocks  for 
such  a  portfolio  is:  Avoid  stocks  the 
public  is  infatuated  with,  such  as  to- 
day's emerging  growth  issues  or  ini- 
tial public  offerings.  As  the  biotechs 
have  once  again  demonstrated,  when 
concept  stocks  come  down,  they 
crash  and  burn. 

So  instead  of  buying  hot  stocks, 
buy  cool  stocks.  Buy  in  those  groups 
that  are  at  a  point  in  their  market  cycle 
where  there  is  widespread  panic  in  the 
group  as  a  whole  and  prices  are  trad- 


ing on  an  almost-going-out-of-busi- 
ness  basis.  Don't  buy  a  group  simply 
because  it  has  been  knocked  down. 
The  industry  must  also  have  strong 
ftindamentals,  making  it  clear  that  the 
market  is  overreacting. 

Bank  and  other  financial  stocks  were 
in  such  a  phase  in  1990.  By  the  end  of 
the  third  quarter,  the  average  bank  had 
dropped  50%  for  the  year,  with  many 
down  70%,  80%  or  more.  Market  letter 
writers  were  advising  their  subscribers 
to  short  the  banks.  At  that  time  the 
headlines  were  terrible,  but  the  ftinda- 
mentals were  improving,  and  many 
good  bank  stocks  offered  stratospheric 
dividend  yields.  In  short,  checking  the 
ftindamentals  showed  this  to  be  a  value 
player's  dream.  Within  two  years  the 
average  bank  and  financial  stock  had 
doubled,  and  many  were  up  four-  or 
even  fivefold. 

When  buying  into  a  panic-hit 
group,  be  sure,  however,  that  you 
spread  your  risks.  My  Dreman  High 
Return  Fund,  which  specializes  in 
out-of-favor  situations,  took  a  posi- 
tion of  over  50%  in  bank,  financial 
service  and  insurance  issues;  it  owned 
a  couple  of  dozen  such  companies.  If 
we  had  been  wrong  on  any  one  stock, 
we  might  have  gotten  stung,  but  we 
would  not  have  been  seriously  hurt. 

This  technique  of  diversifying 
among  the  out-of-favor  groups  isn't 
one  for  people  who  require  instant 
gratification.  If  you  expect  your 
stocks  to  respond  to  your  buying 
them  by  going  up  immediately,  this 
strategy  is  not  for  you.  You  must  be 
willing  to  sit  with  losses,  as  stocks  you 
have  bought,  already  knocked  down 
sharply,  drop  another  gut-wrenching 
20%  or  30%  before  the  turn.  The 
cardinal  rule  is  patience. 

Above  all,  you  must  pick  your  occa- 


sions carefially.  Not  every  depressed 
stock  or  group  of  stocks  is  a  bargain. 
Finally,  this  is  not  a  strategy  for 
all  seasons. 

Do  I  see  another  outstanding  op- 
portunity out  there  now  with  bar- 
gains equivalent  to  those  in  bank  and 
financial  issues  in  late  1990.^  While  it  is 
not  as  clear  as  with  the  banks,  a  major 
oversold  situation  is  beginning  to  be- 
come apparent  in  the  pharmaceutical 
stocks,  which  were  knocked  down 
sharply  last  year  and  have  continued 
their  decline  since  the  President's 
State  of  the  Union  message. 

No  question,  the  pharmaceuticals 
are  under  heavy  investor  fire  and  the 
pressure  will  probably  get  worse.  I 
would  be  surprised  if  the  drug  indus- 
try didn't  trend  lower  from  here.  So 
take  only  partial  positions  now,  add- 
ing gradually  at  lower  prices  if  those 
occur.  Here  are  five  I  would  look  at. 
All  have  low  P/Es,  conservative  earn- 
ings estimates,  strong  balance  sheets 
and  above -average  yields. 

American  Home  Products  (61)  is  a 
leading  producer  of  prescription  and 
proprietary  drugs.  Earnings  should  be 
up  again  this  year,  with  continued 
increases  in  the  next  few  years.  The 
stock  trades  at  a  price/earnings  ratio 
of  1 3  and  yields  4.6%. 

American  Cyanamid  (50)  is  a  ma- 
jor manufacturer  of  ethical  drugs  as 
well  as  health  products  and  specialty 
chemicals.  The  stock  has  been 
knocked  down  near  its  12-month 
low,  although  1993  earnings  should 
be  about  10%  above  1992's.  Cyana- 
mid's  stock  trades  at  a  P/E  of  1 1  and 
yields  3.3%. 

Bristol-Myers  Squibb  (57)  is  one  of 
the  leading  pharmaceuticals,  with  a 
13%  rate  of  earnings  growth  over  the 
past  decade.  The  stock  trades  at  a  P/E 
of  13  and  yields  5%. 

Eli  Lilly  (51)  has  been  battered 
both  by  the  negative  industry  psy- 
chology of  drug  stocks  and  by 
lower-than-average,  near-term,  new 
product  development.  All  the  same, 
earnings  should  be  up  13%  this  year 
from  1992.  Lilly  trades  at  a  P/E  of 
8  times  estimated  1993  earnings  and 
yields  4.7%. 

Upjohn  (27),  another  major  ethical 
drug  supplier,  is  back  down  to  its  price 
level  following  the  1987  crash.  The 
stock  trades  at  a  p/e  of  9  and  yields 
an  incredible  5.4%.  ^M 
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Brokerage  houses  are  reluctant  to  issue 
sell  signals;  investment  letters  are  not. 
Which  letters  have  the  best  "sell"  records  and 
which  stocks  do  the  champions  dislike? 

The  hit  lists 


V 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  Ttie  Hulbert  Guide  to  Financial 
Newsletters  {Dearborn  Financial  Publishing). 


HERE'S  A  NEW  MEANING  for  "closing 

the  barn  door  after  the  horses  have 
bolted."  Several  major  brokerage 
firms — including  Merrill  Lynch  and 
Prudential  Bache — waited  until  late 
February  to  downgrade  their  opinion 
of  Amgen  from  "buy"  to  "hold." 
Which  was  after  the  company  an- 
nounced that  earnings  wouldn't  meet 
analysts'  expectations.  And  after  Am- 
gen had  already  fallen  to  36  from  its 
52 -week  high  of  78. 

Brokerage  firms  operate  under  a  set 
of  incentives  that  bias  them  to  the 
"buy"  side.  Not  wanting  to  alienate 
companies  that  are  or  may  be  under- 
writing clients,  for  example,  it  is  rare 
for  a  brokerage  firm  to  come  right  out 
and  say  that  a  stock  ought  to  be  sold. 
The  worst  they  can  bring  themselves 
to  do  to  a  stock  is  downgrade  it  to  a 
"hold."  And  even  then,  as  the  Amgen 
case  illustrates,  a  stock's  price  often 
must  drop  by  quite  a  bit  before  a 
brokerage  firm  even  does  that. 

Investors  may  well  wait  in  vain  for 
their  brokers  to  tell  them  what  and 
when  to  sell. 

Say  this  for  investment  letters: 
Whatever  their  shortcomings,  they 
suffer  no  inhibition  about  telling  their 


readers  when  to  get  out — or  stay 
away.  The  Value  Line  Investment  Sur- 
vey and  the  Zwe{g  Performance  Rat- 
ings Report — among  others — make  a 
point  always  to  offer  an  equal  number 
of  stocks  for  selling  (or  selling  short) 
as  they  do  for  purchase.  A  few — most 
notably  the  Overpriced  Stock  Service — 
focus  exclusively  on  the  short  side  of 
the  market. 

The  Value  Line  Investment  Survey 
has  served  investors  well  on  the  sell 
side.  This  will  come  as  a  surprise  to 
many:  While  the  performance  of  Val- 
ue Line's  Group  Is  (highest-ranked 
stocks)  is  well  known,  few  appreciate 
that  its  Group  5s  (least-liked  stocks) 
have  underperformed  the  market  by 
just  as  much  as  their  Group  Is  have 
outperformed  it. 

Zweig's  stock-ranking  system  does 
even  better  than  Value  Line's  on  the 
sell  side.  Value  Line's  Group  5 
stocks — even  though  they  have  un- 
derperformed the  market — still  in- 
creased in  price  over  the  last  several 
years.  Last  year  in  particular  was  a 
tough  one  for  the  Value  Line  Invest- 
ment Survey  (see  my  Feb.  1  column), 
because  its  least- favored  stocks  from 
the  end  of  1991  gained  20%  during 
1992.  Someone  who  shorted  them 
would  have  lost  money. 

In  contrast,  the  least-favored  stocks 
at  the  end  of  1991  in  the  Zweijj 
Performance  Ratin£js  Report  fell  by 
13.5%  in  1992. 

There  arc  other  methods  for  choos- 
ing short-sale,  candidates,  of  course, 
but  I  have  come  across  none  that  do 
better  than  the  Value  Line  or  Zweig 
ranking  systems.  One  method  about 
which  I  receive  lots  of  mail  recom- 
mends selling  stocks  short  when  their 
dividend  yields  are  at  historically  low 
levels.  (This  is  just  the  inverse  of  the 
strategy  that  calls  for  buying  stocks 


with  historically  high  yields — an  a[ 
proach  that  has  beaten  the  market;  se 
my  Nov.  9,  1992  column).  Unforti 
nately,  however,  the  dividend-yief 
approach  doesn't  seem  to  work  vei 
well  on  the  sell  side.  I  calculate  th, 
the  short-sale  candidates  identified  1 
this  method  over  the  past  three  yea, 
actually  increased  in  price  by  moi 
than  the  market — making  them  ui 
profitable  as  short  sales. 

I  also  haven't  been  very  impressc 
by  attempts  to  use  fundamental  anab 
sis  to  pick  stocks  to  sell  short.  Timin 
is  everything  on  the  short  side,  and 
can  take  years  for  the  market  to  gi 
around  to  agreeing  with  your  asses 
ment.  Consider  the  record  of  tl 
Overpriced  Stock  Service,  for  exampl 
which  uses  this  approach  to  identi 
short-sell  candidates:  Over  the  pa 
three  years  its  model  portfolio  has  lo 
a  stunning  82%. 

Okay,  what  sales  or  shorts  are  tl 
Value  Line  and  Zweig  ranking  s\ 
tems  recommending  currently?  Boij 
see  bleak  prospects  for  the  compute' 
software  and  electronics  industries 
number  of  companies  in  these  indv 
tries  are  in  both  ranking  systems'  do 
house:    American    Software    (rece 
price,  7,  o-t-c).  Commodore  Intern 
tional    (5),    Hewlett-Packard    (7 
which  also  is  in  the  aerospace  ai 
defense  industries).  Storage  Technc 
ogy  (25)  and  Telxon  (II,  o-t-c) 

IBM  (56)."  Both  ranking  systems  st 
give  IBM  their  lowest  rankings,  despi 
the  fact  that  the  stock  is  already  dov 
some  50%  from  its  52 -week  high 

Other  industries  that  are  well  repr 
sented  on  both  the  Zweig  and  Vali 
Line  sell/short  lists:  aluminum  (/ 
can  Aluminium — 19,  Reynolds  Mt 
als — 53);  retailing  (Fabri  Centers 
America — 15,  House  of  Fabrics — 1 
Gottschalks — 8  and  InterTan — S 
medical  supplies  (Molecular  •  Bi 
systems — 18,  Nichols  Institute — 
Amex);  chemicals  (Imperial  C'hen 
cal — 74,  Monsanto — 53);  and  pap 
and  forest  products  (James  River^ 
20,  Stone  C'ontainer — 17). 

Other  stocks  that  are  among  t 
least  favored  by  these  two  ranki 
systems  are  Chiquita  Brands  Intcn 
tional  (15),  JWP  Inc.  (5),  L.A.  G( 
(9),  National  Pizza  (7,  o-t-c),  Po: 
Systems  (13,  Amex),  Precision  C 
parts  (23),  Quanex  (18)  and  L'ni 
Corp.  (13). 
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LIFE  Nm  Begin 

At  30,  But 

It  Boesh't  Stjrt 

To  Get  Resllt 

Inteiiesting  Until 

ABOyT  2,000. 


There's  no  better  place  to  find  happiness  than  a  few  thousand  feet  up  on  one  of 

our  courses.  For  over  50  years,  we've  delivered  challenges  that  have  led  to  personal 

and  professional  renewal  in  an  environment  that  leads  to  new  discoveries. 

And  whether  you  backpack,  sail,  canoe  or  even  dogsled,  the  experience  will  last 

a  lifetime.  So  call  1-800-243-8520  and  we'll  send  you  a  free  color  catalog. 

A  nonprofit,  nondiscriminatory  organization  celebrating  over  50  years  of  excellence  in  education  worldwide. 


Oulward  Bound 

THE  ADVENTURE  LASTS  A  LIFETIME, 


>nilimtV/il^LHi 
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High-stepping  Foote 

Oi-  IHH MAJOR  U.S. -based  advertising 
agencies,  Foote,  Cone  &  Belding 
Communications,  Inc.  has  been  tops 
in  stocic  market  performance  so  far 
this  year.  While  Interpublic  is  down 
and  Omnicom  flat,  fcb's  Big  Board 
stock  recently  hit  35V4,  up  12%  since 
the  beginning  of  January'. 

Despite  the  runup,  analyst  Alan 
Gottesman  of  PaineWebber  says  FCB 
stock  is  still  a  buy.  He  estimates  it  will 
earn  $2.30  a  share  this  year,  up  15%. 
So  the  stock  sells  for  15  times  his  1993 
estimate.  Last  year  the  Chicago-based 
firm  had  revenues  of  $353  million. 

In  1992  FCB  added  the  equivalent 
of  $40  million  in  annual  revenues 
from  new  business,  a  13%  gain.  Plus  it 
picked  up  new  assignments  from  old 
clients.  So  far  in  1993,  fcb  has  been 
selected  by  Northwest  Airlines  for 
international  advertising  and  by  Alka- 
Seltzer  Plus,  both  new  clients. 

As  of  Sept.  30,  1992,  payables 
exceeded  receivables  for  the  first  time 
in  four  years.  Total  debt  is  down, 
from  $105  million  on  Sept.  30, 1991 
to  $44  million  a  year  later.  FCB  has 
been  writing  off  question- 
able assets,  such  as  a  plant 
associated  with  a  direct-re- 
sponse firm  acquired  a  few 
years  ago.  In  1992  these 
writeoffs  offset  what  would 
have  been  a  one-time 
boost  to  earnings  from  the 
adoption  of  a  new  account- 
ing standard. 

There  are  11.4  million 
shares.  Employees  own 
over  25%.  Publicis  S.A.,  a 
big  French  ad  firm  with 
which  FCB  has  struck  an  alii-  ^^^M 
ance,  owns  20%.  (fcb,  in 
turn,  owns  26%  of  Publicis.) 

The  sneaker  wars 

Nike,  Inc.  (73%)  is  down  19%  from 
its  alltime  high,  and  Reebok  Interna- 
tional Ltd.  (35V8)  is  ofi^8%  in  a  gener- 
ally strong  market.  Are  the  stocks  a 
buy.>  Don't  chase  them,  says  research 
associate  Dana  Eisman  Cohen  of  San - 
ford  C.  Bernstein  &  Co. 

Both  are  feeling  the  efi^ects  of  the 
European  recession  and  the  strong 
dollar,  which  cuts  into  margins  over- 
seas. As  for  the  U.S.,  how  many  ex- 
pensive pairs  of  sneakers  will  people 
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buy.?  Here,  $3  billion  (fiscal  1992 
sales)  Reebok  has  the  leading  share  of 
the  women's  market  but  a  much 
smaller  share  of  the  men's.  For  $3.4 
billion  (1992  sales)  Nike,  the  oppo- 
site is  true.  Each  wants  to  take  share 
from  the  other  in  the  area  where  it 
lags,  which  spells  blood  in  the  streets. 

Stoughton,  Mass. -based  Reebok 
and  Beaverton,  Ore. -based  Nike  have 
weighed  in  with  new  product  lines 
and  marketing  campaigns.  The  star  of 
the  Reebok  men's  effort  is  Shaquille 
O'Neal,  pro  basketball's  highly  tout- 
ed All-Star  rookie  center.  For  Nike  it's 
Michael  Jordan,  its  longtime  spokes- 
man and  the  sport's  reigning  super- 
star. In  the  women's  market,  it's  Ni- 
ke's "Dialogue"  campaign  versus 
Reebok's  "1  Believe"  effort. 

Campaigns  like  these  don't  come 
cheap.  Cohen  estimates  that  in  1993 
Reebok  and  Nike  together  will  spend 
over  $300  million  on  advertising  and 
promotion  in  the  U.S.  That's  after  a 
big  jump  in  1992,  an  Olympics  year. 
As  marketing  costs  keep  rising,  both 
in  dollars  and  as  a  percentage  of  sales, 
she  expects  only  low  single-digit  U.S. 


Reebok's  Shaquille  O'Neal  versus  Nike's  Michael  Jordan 
Their  battle  royal  doesn't  make  either  stock  a  buy. 


profit  growth  for  both  companies. 

For  the  fiscal  year  ending  May  31, 
1993,  Cohen  estimates  Nike  will  earn 
$4.75  a  share,  up  just  10%.  She  sees  a 
13%  increase,  to  $5.35,  in  fiscal  1994. 
Cohen  expects  Reebok  to  earn  $2.90 
a  share  in  1993,  up  only  7%,  and 
$3.30,  a  14%  increase,  in  1994.  Not 
the  sort  of  gains  that  are  likely  to  drive 
already  high-priced  stocks  higher. 

Give  me  Liherty,  or . . . 

Bank  stocks,  among  the  market's 
leaders  for  over  a  year,  show  little  sign 
of  ending  their  bull  run  anytime  soon. 


Among  those  on  a  tear  is  $2.4  billio; 
(assets)  Liberty  Bancorp,  Inc.,  whos 
shares  have  more  than  doubled,  fron 
14  to  32,  in  about  a  year.  Formerl' 
named  Banks  of  Mid-America  Inc 
Oklahoma  City-based  Libert)^  is  Ok 
lahoma's  second-largest  bank  hold 
ing  company.  More  than  the  stoc 
was  up:  Liberty  last  year  earned  $1 
million,  or  $2.01  a  share,  up  moi 
than  200%  over  1991. 

Hold  it,  though.  Liberty  is  tradin 
for  an  impressive  16  times  trailing  12 
month  earnings,  and  those  earninu 
aren't  as  solid  as  they  might  be.  Abou 
one-fourth  of  the  1992  profits  werigK 
accounted  for  by  net  operating  lor 
carryforwards    accumulated    durin 
the  oil  bust  years.  Another  26  cents  ( 
so  came  from  reducing  reserves  f 
losses  on  repossessed  real  estate.  F 
nally.  Liberty  netted  about  70  cents 
share  on  gains  from  the  sale  of  repo  | 
sessed  real  estate.  These  are  mostlf 
one-time  gains,  with  a  repetition  ui  i^ 
likely  in  1993.  Combined,  they  aijll. 
counted  for  all  but  54  cents  a  share  c 
Liberty's  reported  earnings. 
This  year  Libert}'  expects  some  t.i , 
benefits,  thanks  to  accoun 
ing  changes,  and  the  co) 
sensus   among   analysts   idjo 
that  it  will  earn  $2  a  share  i|  m: 
1993.  On  the  plus  side,  a 
out-of-state         institutio 
may  want  to  acquire  Libe'  flU 
ty  as  an  Oklahoma  foo  i\ 
hold;  44%  of  the  8.8  millio  1  ur 
o-t-c-traded      shares     aj 
closely  held.  But  any  tak<  ul,' 
over  premium  would  seei 
to  already  be  reflected  i  k 
the  recent  share  price,  $ 
the  risk  seems  all  on  tl 
downside,      especially 
1993  earnings  disappoint. 

-William  P.  Barre: 


34 


Blue  Hawaii 

Bancorp  Hawaii,  Inc.,  the  Honol 
lu-based  holding  company  for  Bai 
of  Hawaii,  has  lagged  the  bull  mark 
in  bank  stocks,  its  shares  stuck  roug 
ly  bet^veen  40  and  50.  Recent  NY 
price,  5078. 

What  ails  Bancorp  Hawaii  std 
Concerns  that  the  depth  of  both  t 
C'alifornia  recession  and  the  japanc 
downturn  will  have  a  lasting  efi'ect 
Hawaii's  economy.  Tourism  is  dow 
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truction  in  the  state,  which  was 

en  in  part  by  Japanese  investment, 

stalled.     Last     year     Bancorp 

aii's    nonpertorming    assets    al- 

t  doubled,  to  $93  million. 

he  worries  may  be  overdone.  Ana- 
j  Brent  Erensel  and  Michael  Mayo 

ew  York's  UBS  Securities  think  so. 
icorp  Hawaii  has  a  dominant, 
rly  50%  market  share  in  its  home 
e.  Its  reserves  are  $129  million,  a 
servative  138%  of  nonpertorming 
:ts.  Commercial  real  estate  ac- 
ints  for  less  than  1 8%  of  total  loans. 
;  two  analysts  are  confident  that, 
g  term,  the  company  will  benefit 
Ti  the  secular  growth  of  the  Pacific 
n  economies.  Finally,  Bancorp  Ha- 
i  is  adding  to  its  lucrative  trust 
nagement  business  through  the 
t  million  acquisition  of  $2. 8  billion 
>ets)  American  Financial  Senaces. 
ile  this  will  lead  to  a  bit  of  near- 
n  earnings  dilution,  the  opportu- 
es  for  cost-cutting  are  substantial. 
The  analysts  estimate  Bancorp  Ha- 
ii  will  earn  $5  a  share  this  year,  up 
Vo,  and  $5.50  in  1994.  How  many 
cks  with  excellent  long-term  pros- 
ts  sell  at  nine  or  ten  times  earnings 
ky.^  They  predict  the  stock  will  go 
55  over  the  next  12  months.  Shares 
tstanding,  28  million. 

ranite's  feet  of  clay 

EN  BEFORE  the  election,  investors 
up  construction  stocks  on  the 
^ectation  that  a  Clinton  presidency 
luld  spend  more  money  on  public 
ks.  Among  those  stocks  that  ben- 
cd  was  $518  million  (sales)  Gran- 
Construction  Inc.,  which  rose 
»m  16  to  24  on  the  o-t-c. 
Falk  about  misplaced  hopes!  Wat- 
iiville,  Calif. -based  Granite  has 
en  reeling  from  the  deep  recession 
its  home  state,  and  last  )'ear  the 
a\y  construction  contractor  earned 
it  34  cents  a  share,  down  77%  from 
'91.  Granite's  11.7  million  shares 
:  back  to  a  recent  20. 
Even  after  that  retreat,  the  stock's 
)  bargain,  says  analyst  Richard  Rossi 
Dean  Witter  Reynolds.  Rossi 
inks  that  California  is  a  long  way 
)m  turning  a  corner,  predicting  that 
ranite's  earnings  will  be  flat  this 
ar,  and  may  return  to  only  75  cents  a 
are  in  1994.  Overpriced  by  almost 
ty  standard.  Hi 
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The  Catalog  Connection  is  back  in  FORBES  FYI!  Tliis  colorfui  advertis- 
ing section  is  a  favorite  off  FORBES'  afffiuent  maii-order  entiiusiasts. 

Wlietlier  your  cataiog  offffers  tlie  iatest  fasiiions,  sound  systems, 
sporting  equipment,  gourmet  foods  etc.,  malce  sure  it's  seen  by 
FORBES  FYi  readers  ~  In  The  Cataiog  Connection.  They're  affluent 
and  ready  to  buy. 

To  showcase  your  catalog  in  the  catalog  Connection, 
call  Linda  Loren:  212-620-2440  or  Fax:  212-620-2472. 

FYI  Date:  May  10,  1993 
Closing  Date:  March  29,  1993 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 

SERVICE 

To  Change  Your  Address  Or 

«     Order  A  New  Subscription 

(Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 

City 

State  


Zip. 


JB9X41 


NEW  SUBSCRIPTION 

n  1  Year  (27  issues)  $54 

n  3  Years  (81  issues)  $108 

In  Canada,  1  year  $95  Can. 

International,  add  $71  to  U.S.  annual  rate. 
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P.O.  Box  10048 
Des  Moines,  lA  50340-0048 


Don't  buy 
life  insurance 
until  you  call 
1-800-552-3553. 

There's  a  new  kind  of  insurance: 

•  NO  Sales  Loads 

•  NO  Surrender  Charges 

•  Full  Cost  Disclosure 

•  Direct-to-Consumer  Sen/ice 

The  Wall  Street  Jourric.l,  U.S.News, 
Barron's  and  others  say  it's  important 
to  know  about  Low-Load  Universal 
Life  from  Ameritas  Life,  a  1 05-year- 
old,  top-rated  mutual  company. 

Call  today  for  your 
free  personal  proposal. 

VERIIT^ 

A  direct-to-consumer  service 
of  Ameritas  Life  Insurance  Corp. 


Not  sold  in 
NY,  ME,  DC 
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A  little  green  can  make  a  big  difference  to  a  city  kid. 


By  donating  a  little  of  your  green,  The  Fresh  Air  Fund  can  continue  to  make  a  world 


of  difference  to  city  kids.  Your  $297.00  will  not  only  send  a  child  to  the  country 


for  two  weeks.. .it'll  give  a  child  nnemories  that'll  last  a  lifetime.  Please  donate. 


A  little  green  from  you  now  can  mean  a  lot  of  green  for  them  this  summer. 


M  FRESH  flip" 


A  copy  of  the  last  financial  reports  filed  with  the  Department  of  State  may  be  obtained  by  writing  to:  New  York  State  Department  of  State,  Office  of  Charities  Registration, 

NY  12231,  or  The  Fresh  Air  Fund,  1040  Avenue  of  the  Americas,  New  York,  NY  10018  ©1993  Fresh  Air  Fund 
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|he  more  things  change. . ." 
years  ago  in  Forbes 

Irom  the  issue  of  Mar.  31,  1923 ) 
bigns  of  permanency  in  the  recent 
/ard  movement  in  business  and 
iustrial  activity  throughout  the 
liuntry  are  seen  by  Secretary  [An- 
|-evv]  Mellon.  He  expects  business 
;nerally  to  continue  at  its  present 
blume,  with  an  upward  trend  in 
[•me  lines,  for  at  least  a  year  and,  if 
[icre  are  no  excesses  in  the  way  of 
Isproportionateiy  high  prices  and 
jages,  for  two  years  more." 

Jnion  workers  in  the  Fall  River 

)tton  mills  are  demanding  an  in- 
j'case  of  29%  in  wages  and  have  au- 
fiorized  their  leaders  to  call  a  strike. 

•he  Susquehanna  Silk  Mills  Corpora- 
Ion  of  Sunbury,  Pa.,  announced  an 
Iicrease  in  wages  in  the  form  of  a  10% 

)nus.  This  is  in  addition  to   10% 

ranted  last  fall." 


ilew  20-story  addition,  vintage  1923, 
10  the  New  York  Stock  Exchange. 


ipO  years  ago 

HFrom  THE  ISSUE  OE  Apr.  1,  1933) 
'Alfred  Sloan  and  General  Motors 
Kne  come  to  the  rescue  of  Detroit  in 
■lis  dire  need  for  banking  facilities. 
If  riefly,  General  Motors  has  furnished 
*'^12.5  million  common-stock  capital 
d  the  Reconstruction  Finance  Cor- 
ration  $12.5  million  preferred  cap- 
I  to  give  Detroit  a  first-class  bank 
x\bk  of  meeting  that  metropolitan 
nimunity's  large-scale  needs." 


Beer — only  3.2% 
alcohol,  to  be  sure, 
but  indisputably 
beer— reappeared 
on  the  Depres- 
sion-ridden 
American  scene 
at  midnight, 
Apr.  5, 1933. 


''Will  beer  'bring  back  prosperity  and 
employment'?  Brewers  themselves 
gasp  at  the  fantastic  estimates  now  in 
circulation  concerning  the  new  busi- 
ness that  will  come  from  beer.  But 
careful  calculations,  checked  in  most 
cases  with  pre-prohibition  figures,  in- 
dicate that  brewers  will  spend  nearly 
$400  million  for  new  buildings  and 
equipment,  and  will  employ  80,000 
workers  in  production." 


50 


years  ago 


(From  THE  ISSUE  OE  Apr.  1, 1943) 
"Forces  of  inflation  will  stage  a 
creeping  advance — orderly  but  ever 
upward — which  will  boost  the  cost  of 
living  close  to  20%  for  the  year  1943. 
Price  increases  this  incoming  quarter 
probably  will  average  more  than 
5%.  .  .  ." 

"A  'self-service'  phone,  which  actu- 
ally answers  itself,  is  an  idea  which  will 
ring  the  bell  with  postwar  subscribers. 
Aftei"  several  rings,  the  receiver  hook 
lifts  automatically,  the  caller  is  sig- 
naled to  speak,  and  his  message  is 
recorded  on  a  winding  reel.  When 
concluded,  the  hook  drops  back  to 
normal.  The  absent  'callee,'  return- 
ing, simply  picks  up  the  receiver  and 
listens  to  a  'playback'  from  the  reel." 


25 


years  ago 


"It's  the  same  idea  as  the  bull  market. 
More  people  want  to  climb  aboard 
and  follow  the  crowd.  It's  mob  psy- 
chology, it's  just  as  simple  as  that.  You 
can  raise  the  money  to  start  the  funds 
more  easily  when  stocks  are  going  up. 
When  there's  lots  of  cash  flowing  into 
the  market,  everybody's  optimistic 
and  looking  for  a  quick  buck." 

-Fund  veteran  T.  Rowe  Price 

10  years  ago 

(From  the  issue  of  Mar.  28, 1983) 
"Farmers  are  still  falling  behind  on 
their  debts,  the  Farm  Credit  Adminis- 
tration says,  alarming  the  bankers, 
who  hold  more  than  35%  of  farm 
debt.  .  .  .  Walter  Minger,  senior  vice 
president  of  the  Bank  of  America,  says 
5%  of  his  farm  customers  are  in  'seri- 
ous trouble'  and  25%  have  rolled  over 
loans  to  stay  afloat.  ..." 


(From  THE  ISSUE  OF  Apr.  1,  1968) 
"The  rate  war  is  warming  up  in 
California,  home  of  Bankamericard, 
the  first  major  bank  credit  card.  Un- 
der heavy  pressure  from  Master 
Charge,  a  competitive  credit  card 
sponsored  by  four  big  banks  and  76 
smaller  ones,  Bank  of  America  has 
eliminated  its  4%  and  5%  discount 
(share  of  sales)  categories,  which  ap- 
plied to  5,600  of  Bankamericard's 
80,000  outlets,  and  is  charging  all 
merchants  between  1%  and  3%." 


Toys  "R"  Us'  Charles  Lazarus  and  friend. 


"Is  Toys  "R"  Us  getting  short  of 
breath?  Don't  bet  on  it.  Unlike  most 
superfast  growth  companies.  Toys 
may  be  just  hitting  its  stride.  For 
Charles  Lazarus,  its  founder  and 
chairman,  the  best  may  be  yet  to 
come.  'Everybody  enjoys  buying 
toys,'  says  Lazarus.  'It's  fun,  and  that 
makes  it  a  fun  business.'  " 

"Contrary  to  popular  opinion,  most 
factories  that  close  are  not  multisto- 
ried  antiques  victimized  by  voracious 
labor  unions.  After  studying  171  of 
more  than  1 ,000  plants  closed  in  the 
1970s,  [Duke's  Roger]  Schmenner 
concluded  that  the  average  age  at 
folding  was  19.3  years,  the  median 
only  1 5 .  A  third  were  under  6  years  old 
and  two-thirds  had  the  supposedly 
efficient  one-story  layout."  ^ 
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For  my  part,  I  rather 
distrust  men  or  concerns 
that  rise  up  with  the 
speed  of  rockets.  Sudden 
rises  are  sometimes 
followed  by  equally 
sudden  falls.  I  have  most 
faith  in  the  individual 
or  enterprise  that 
advances  step  by  step. 
A  mttshroom  can  spring 
up  in  a  day;  an  oak  takes 
50  years  or  more  to  reach 
maturity.  Mushrooms  don't 
last;  oaks  do.  The  real 
cause  for  an  enormous 
number  of  business 
failures  is  premature 
over -expansion,  attemptin£[ 
to£iallop  before  learning 
to  creep.  Sudden  successes 
often  invite  sudden  reverses. 


-B.C.  Forbes 


The  first  day  of  spring 
was  once  the  time  for 
taking  the  young  virgins 
into  the  fields,  there 
in  dalliance  to  set  an 
example  in  fertilit)' 
for  Nature  to  follow. 
Now  we  just  set  the 
clock  an  hour  ahead 
and  change  the  oil  in 
the  crankcase. 
-E.B.  White 

When  I  was  growing  up,  our 
town  was  so  poor  our  rainbows 
came  in  black  and  white. 
-Robert  D.  Cowan 

Men  are  admitted  into  heaven 
not  because  they  have  curbed 
or  governed  their  passions, 
but  because  they  have 
cultivated  their  understandings. 
-William  Blake 

There's  a  better  way  to  do 
it.  Find  it! 
-Thom.-\s  a.  Edison 


A  Text  .  .  . 

Though  I  walk  in  the 
midst  of  trouble, 
thou  wilt  revive  me: 
thou  shalt  stretch 
forth  thine  hand  against 
the  wrath  of  mine 
enemies,  and  thy  right 
hand  shall  save  me. 
-Psalms  138:7 


Sent  in  by  Douglas  Marden, 
Princeton,  Mass.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


There  are  no  grades  of  vanity, 
there  are  only  grades  of  ability 
in  concealing  it. 
-Mark  Twain 

Money  is  like  a  sixth  sense 
without  which  you  cannot 
make  a  complete  use  of  the 
other  five. 
-Somerset  Maugham 

My  son  has  said  to  me 
that  if  you  want  to 
participate  actively 
with  businessmen  today, 
keep  your  hair  cut,  stand 
straight  and  don't  talk 
about  the  past. 
-Tycoon  Cyrus  Eaton  (at  84) 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $59.50  ($23.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $23.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  lA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


If  you  turn  the  imagination 
loose  like  a  hunting  dog, 
it  will  ofi:en  return  with 
the  bird  in  its  mouth. 

-WlLLL\M  Mw^VTLL 

The  best  way  to  keep  one's 
word  is  not  to  give  it. 
-Napoleon 

To  be  governed  is  to  be,  at 
every  operation,  every 
transaction,  noted,  counted, 
registered,  taxed,  stamped, 
measured,  numbered,  assessed, 
licensed,  authorized, 
admonished,  prevented, 
forbidden,  reformed, 
corrected,  punished. 
-Proudhon 

Virtue  has  its  own  reward, 
but  no  sale  at  the  box  office. 
-M\E  West 

Act  in  such  a  way  that  you 
always  treat  humanit}', 
whether  in  your  own  person 
or  in  the  person  of  any  other, 
never  simply  as  a  means  but 
always  also  as  an  end. 
-Immanuel  Kant 

At  death,  those  heirs 
That  seem  the  saddest, 

Behind  their  masks 
May  be  the  gladdest. 

-Art  Buck 

Next  to  doing  the  right  thing, 
the  most  important  thing  is  to 
let  people  know  you  are 
doing  the  right  thing. 
-John  D.  Rockefeller 

We  often  shed  tears  that 
deceive  ourselves  after 
deceiving  others. 
-La  Rochefoucauld 

After  our  ages-long  journey 
from  savager)'  to  civilit)', 
let's  hope  we  haven't  bought 
a  round-trip  ticket. 

-CULI.EN  HlGHTOWER 
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Dump  your  mainframe  for  networked 
PCs?  Hold  on  to  your  wallet! 


George  Gilder's 


WIR 

NEW  WORLD 


BURLINGAME 
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No  Problem.  PUM  InterSpan''^  Frame  Relay 
Service  links  all  your  locations  and  all  your 
people  to  all  the  information  they  need. 

If  you're  going  to  outperform  the  competition 
tliese  days,  you've  got  to  have  your  information  in  the 
right  place  at  the  right  time.  AT&T  InterSpan  Frame 
Relay  Service  handles  high-speed  information  going 
to  many  locations,  quickly  reliably  and  economically 

Whatever  you're  doing,  from  distributed 
order  and  information  processing  to  multimedia  and 
image  transfer,  InterSpan  Frame  Relay  Service  can 
improve  your  productivity  and  help  you  service  your 
customers  better. 

And  because  one  size  does  not  fit  all,  we  work 


with  you  to  design  the  exact  frame  relay  solution  for 
your  particular  business  needs. 

InterSpan  Frame  Relay  Service  is  backed  by  a 
dedicated  staff,  the  expertise  of  AT&T  Bell  Labora- 
tories and  the  global  support  for  internetworking 
domestic  and  international  applications.  And  since  it 
works  with  multiple  protocols  and  different  vendors' 
equipment,  it  allows  you  to  protect  your  existing 
investment. 

It's  all  part  of  the  InterSpan  Data  Communica- 
tions Services  family  of  high-quality  innovative  data 
connectivity  solutions  designed  to  make  it  easier  to 
link  people,  locations  and  information. 

To  find  out  more,  call  your  AT&T  Account 
Executive  or  1  800  247-1212,  Ext  621. 


AT&T 

The  right  choice. 


©1992  AT&T 
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e  your  PCs  holding  you  back? 


Our  motto. 


purprisingly,  over  80%  of  PCs  in  American  industry  are 

^operating  at  a  fraction  of  their  capacity.  They're 

brforming  just  one  task  at  a  time;  requiring  users  to  work 
an  unnatural  fashion. 

And  that  means  the  workers  using  them  are  operating 
less  than  their  peak  productivity  These  days,  American 

lusiness  can't  afford  that. 
While  other  software  companies 

^ve  decided  the  solution  is  to  change 

[le  way  60  million  users  work,  we 

arted  from  the  premise  that  a 

roductivity  increase'  that  required  a 

ajor  investment  of  time  and  money  was  an  oxymoron. 
For  instance,  DESQview,  our  multitasking  windowing 

nvironment  allows  users  to  run  several  of  their  favorite 

programs  side-by-side,  saving 
time  and  making  the  process  of 
working  more  natural  and  fluid. 
Microsoft  Windows  does  many 
of  the  same  things,  but  it  does  so 
by  putting  an  enormous  burden 
on  the  computer  itself.  Many 
users  are  forced  to  replace  most 
of  their  hardware  and  much  of 
their  software  just  to  use  it. 
That's  clearly  counter-produc- 
tive. Seriously  How  many 

ninutes  a  year  would  a  user  need  to  save  to  pay  back  an 

westment  of  $1,500  -$2,200  in  new  hardware  and  software? 


DESQview  multitasks  and 
uidows  programs  on  the  PC: 
graphics  or  text,  DOS  or  Micro- 
sop  Windoivs— side-by-side. 


DESQview  sells  for  under  $200  and  pays  for  itself  quickly 

Memory  limits  are  another  weakness  in  many  PCs. 
QEMM-386  makes  virtually  all  the  computer's  memory 
available  to  productivity  programs  while  allowing  room 
for  network  software,  TSRs 
and  new  utilities  like  CD- 
ROM  drivers.  Microsoft  DOS 
5  does  some  of  the  same 
things,  but  less  effectively 

Our  QEMM  works  with 
and  improves  MS-Windows 
and  every  DOS  from  3.0  to 
5.0.  It's  the  best  selling 
software  utility  in  the  world. 

Our  new  DESQview/X 
smoothly  brings  PCs  togeth- 
er with  high-end  workstations  under  the  X-Windows 
standard.  You  can  stop  using  PCs  to  do  things  they're  not 
good  at.  Choose  the  best  computer  for  each  task  and  run  it 
from  your  own  PC. 

We  think  our  approach 
is  more  sensible.  Millions 
of  users  apparently  do  too. 
We  simply  add  produc- 
tivity to  the  computers 
you  already  have.  Perhaps 
you  should  look  into 
Quarterdeck  products  for 
your  company's  PCs. 
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QEMM  has  won  more  awards  than 

all  other  memory  managers 

put  together. 


DESQview/X  is  a  new  breakthrough  that 

allows  computers  throughout  your 

enterprise  to  work  together  smoothly. 
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2  Quarterdeck  Office  Svslems  K  Week  Aiwlysls  Choice  Logo,  61991,  Zi!l  Comnuiracalkuis  Compajn  PC  Heek  i^  a  rejMereJ  liadenwik  ,ind  Ihe  PC  Heek  Aiwlvtf  s  choice  logo  is  a  trademark  ol  ihe  Zill-Dans  Pubhihing  Companc  Olher  Irademarks  are  propcrlv  of  Iheir  respeclive  owners. 

For  more  information,  contact  Quarterdeck  at  (800)  582-7486,  Ext.  7F1.  Or  see  your  software  dealer: 


nm^ 


DD 


05  33  33  55 


RESTAURANT  L£ 


•^v'ijeE* 


I 


I 


Timing  is  money.  That's  why  businesses  in  176 
countries  rely  on  Federal  Express  more  than  a 
million  times  a  day.  And  why  Federal  Express 
relies  on  Tandem  computers  for  constant  avail- 
ability of  critical  online  information  to  help 


n 


track  packages  and  speed  shipments  thro 
customs  around  the  world.  In  fact,  Tant 
online  technology  enables  Business  Logi? 
Services,  a  rapidly  expanding  divisioi 
Federal  Express,  to  replace  the  capital-inten: 


Tandem  and  the  Tandem  logo  are  trademarks  of  Tandem  Computers  Incorporated.  Federal  Express  and  Business  Logistics  Services  are  trademarks  of  Federal  Express  Corporation 
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ii  ribution  networks  of  its  customers  with  inno- 

'( ve  custom  solutions  that  increase  their 

f^d-to-market  and  reduce  their  overhead.  To 

out  how  we  do  it,  call  800-959-2492*.  And 

jver  what  Tandem  can  do  for  your  company. 

omputers  Incorporated.  All  rights  reserved.     *ln  Canada,  call  800-345-8636. 


»  TANDEM 

Shouldn't  you  be  computing  like  this? 
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Technology 

New  technologies  are  only  as 
effective  (and  profitable)  as  the 
innovators  who  put  them  to  work. 
By  Rich  Karlgaard 


13 


Game  Plan:  When  Things  Go  Bad 

Preparing  for  reversals  is  hard 
and  gloomy  work,  but  it's  the  key 
to  avoiding  real  disaster. 
By  Bill  Walsh 
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High-tech  honchos  could  be 
taking  care  of  business  in  the 
back  seats  of  limos,  but  they'd 
rather  play  lone  rider. 
By  Owen  Edwards 


Page  90 


Quick  Studies 

22 

The  Big  Deal  About  Thinking  Small 

Junking  your  big-ticket  main- 
frame for  a  gaggle  of  networked 
desktops  may  be  smart  in  the 
long  term,  but  getting  there  can 
be  a  very  shppery  slope. 
By  AUce  LaPlante 

43 

Top  Seed:  Pioneer  Hi-Bred 

High  tech  takes  an  agricultural 
leader  into  the  tall  com. 
By  David  H.  Freedman 

49 

Thanks  for  Sharing 

The  new  shape  of  business 
computing  goes  by  the  uncatchy 
term  "chent/server,"  but  by  any 
other  name  it  still  spells  more 
power  on  the  front  lines. 
By  Robert  X.  Cringely 

FEATURES 

56 

Wriston's  World 

A  former  Citicorp  chairman  says 
technology  ensures  that  capital 
will  go  where  it's  wanted  and 
stay  where  it's  well-treated. 

58 

The  Great  Patent  Plague 

More  and  more  of  technology's 
big  players  are  crushing  progress 
under  the  weight  of  intellectual 
property  litigation.  And  courts  are 
playing  the  villain's  role. 
By  Nancy  Rutter 


Forbes  AS> 


Page  69 


69 

I  Interview:  Tom  Peters  Goes 
I  Bonkers 

Corporate  America's  galloping 
guru  takes  us  on  a  wild  ride 
toward  the  brave  new  frontier  of 
liberation  management. 
By  Rich  Karlgaard 

78 

Singapore:  Still  Onward  and 
Upward? 

After  a  decade  of  technology- 
driven  growth,  a  Pacific  Rim 
superstar  faces  the  difficult  choice 
of  widening  freedoms  or  risking 
possible  stagnation.  The  $64 
milhon  question  is:  Must  a 
Confucian  society  loosen  up 
to  keep  its  edge? 
By  Richard  Rapaport 

90 

According  to  Peter  Drucker . . . 

America's  preeminent  master  of 
management  and  author  most 
recently  of  The  Post-Capitalist 
Society  tells  it  Uke  it's  goima  be. 

96 

Tlie  New  Rules  of  Wireless 

Are  you  still  hving  in  the  quaint 
world  of  megahertz?  Think 
gigahertz,  Hmitless  frequencies 
for  vast  new  levels  of  communi- 
cation and  business  opportunities 
galore.  You're  entering  into  the 
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5UPERNOVA5  atove,  an 
AiST engineer  sits 


to  ner  PC. 


Understand  it's  not  that  our  people  suffer  from  a  lack  of  free  time.  It's  just  that  they  would 
rather  spend  their  free  time  perfecting  PCs.  Obsessive?  Perhaps.  But  it's  from  this  commit- 
ment that  our  latest  high-performance  system  was  born.  Our  Premmia™  computer  is  the 


result  of  customer  research  that  we  conduct  worldwide  to  find  out 


exactly  what  people  want  in  a  PC.  As  a  result,  it  boasts  a  local  bus  design 


f  *f^^^^  ^h^t  delivers  outstanding  video  performance.  In  short,  a  PC  that's  per- 
~~- — — li*  '^•*w^^B?  feet  for  today's  —  and  future  —Windows'"  applications.  The  Premmia 
system  is  just  one  of  the  reasons  that  businesses  in  over  100  countries  look  to  us  for 
PC -based  solutions.  And  with  results  like  that,  we  honestly  don't  mind  missing  a  streaking 
comet  or  two.  Discover  how  our  obsession  can  meet  your  PC  needs.  Call  800-876-4AST. 


AST.  COmPUTER 

The  Product  Of  Our  Obsession. 


©1993  AST  Research,  hi  Allri/^ti  reserved  ASJ,  ASTIogo  are  reginered  irailemnrks  ami  Premmui  is  a  tnulmuirk  «/  ASI  Kisr.m  k  Itu 


PREM  MI  A 


POWER 

Intel  486SX/33,  486DX/33, 
486DX2/50  or  486DX2/66  micro- 
processor. Internal  cache.  Up  to  512KB 
second-level  cache  available. 


SPEED 

Local  bus  video,  with 
1MB  memory  supporting  full 

32-bit,  486  operation. 

Optional  2MB  delivers  64-bit 

video  performance. 


FLEXIBLE 

Five  EISA  slots.  Five  drive  bays. 

Up  to  128MB  memory. 

Optional  modules  providing 

networking,  SCSI  and  audio 

enhancements. 


UPGRADABLE 

Flash  BIOS  for  "service  free" 

upgrades;  Intel  Pentium™  processor 

and  OverDrive™  Ready. 


SECURE 

Multiple  password  levels, 

port  locking,  asset  management,  and 

patent-pending  Walk-n-Lock  -  which 

invokes  password  protection  after 

a  period  of  inactivity. 


VISION 

Parks  Astroromical  Telescope 

with  an  equatorial  mount  and  80mm 

refractor.  All  optional,  of  course. 


'  ''  -ir.m  lire  trademarks  and  the  Intel  Inside  \ogp  is  a  registered  trademark  of  Intel  Corporation.  All  other  trademarks  are  the  properly  of  their  respective  oumers. 


When  too  many  customers  call  your  business 
simultaneously,  they  can  turn  your  smoothly-flowing 
800  traffic  into  gridlock.  Callers  can't  get  through. 
And  rather  than  stay  on  hold  indefinitely,  they  could 
choose  to  take  their  business  elsewhere. 

Fortunately,  Sprint  has  devised  a  number  of  alter- 
nate routes  to  make  sure  you  get  every  call  in  the 
midst  of  busy  800  traffic.  For  instance,  our  800  Call 
Director*"  features  a  unique  graphic  interface  that 
lets  you  redirect  your  800  traffic  with  polnt-and-click 
convenience. This  makes  it  easy  to  reroute  calls, 
even  as  your  call  center  is  reacting  to  its  own  version 
of  rush  hour. 


Another  Sprint  solution  allows  you  to  have  your 
incoming  calls  routed  automatically,  not  only  to  the 
nearest  call  center,  but  to  the  next  available  agent. 
The  result  is  maximized  productivity  and  mini- 
mized customer  disconnects. 

So  if  you're  in  an  800  jam,  give  us  a  call.  We'll  show 
you  how  Sprint's  800  solutions  can  drive  up  your 
sales  and  profitability.  And  reduce  the  time  your 
customers  spend  in  traffic. 

For  the  perfect  800 
service,  guaranteed, 
follow  Sprint'"  Call 
1-800-827-4800. 


Sprint 


800  Call  Director^"  available  3/93.  Call  for  details  of  guarantee.  New  800  customers  only.  ©  1093  Sprint  Communications  Compiu\\  L.H 


By  Rich  Karlgaard 


How  to  Profit 
From  Technology 
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lIST  THE  KEY  breakthroughs  in  infor- 
mation technology  this  century  and 
you'd  have  to  include:  1948 — transistor, 
information  theory;  1958 — integrated 
circuit;  1960 — communications  satel- 
lite; 1971 — microprocessor;  1976 — SQL 
language;  1987 — fax  III  protocols.  Of 
course,  you  could  easily  expand  the  hst 
to  100  or  more  by  spending  an  hour  in  a 
good  science  hbrary. 

But  let's  move  on.  Another  interest- 
ing hst  could  track  the  "hit"  products 
of  the  Information  Age:  1951 — ^Univac 
computer;  1959 — Xerox  914  copier; 
.1977— Apple  II  computer;  1989— 
Motorola  Microtac,  the  first  subpoimd 
cellular  phone.  You  probably  owned 
some  of  these  products.  Without  these 
and  500  other  bright  ideas,  the  Informa- 
tion Age  would  be  lodged  in  the  brains 
of  fanciful  theorists  and  science  fiction 
novehsts. 

Next  is  a  hst  you  rarely  see:  1962 — 
Ross  Perot  leaves  IBM  to  found  Electron- 
ic Data  Systems  with  a  previously 
unheard-of  mission:  systems  integra- 
tion; 1970 — Ted  Turner  starts  Turner 
Broadcasting  and  six  years  later  rents 
satellite  space  in  order  to  broadcast 
Atlanta  Braves  games  to  Montanans; 
1981 — Wal-Mart  implements  bar  code 
scanners  and' five  years  later  begins 
transmitting  «tore  sales  data  to  head- 
quarters via  satellite. 

Notice  the  pattern?  Many  of  Ameri- 
ca's biggest  success  stories  began  when 
creative  entrepreneurs  saw  technology 
as  but  a  starting  point  for  testing  new 
business  models  and  building  faster 
companies.  Wow  your  colleagues  at  Bell 
Labs  with  a  seminal  paper,  bedazzle  the 
COMDEX  cyberpunks  with  a  cool  prod- 
uct, and  you  just  may  change  the  world. 
But  build  a  new  and  needed  business 


Many  of  America^ 
biggest  success 
stones  began  when 
creative  entreprenems 
saw  technology  as  but  a 
starting  point  to  test 
new  business  models 
and  build  faster 
companies.  Lesson:  You 
don't  have  to  be  a 
programmer  to  get  rich. 


model  around  technology's  advancing 
powers,  and  you  may  become  tomor- 
row's Sam  Walton,  Fred  Smith,  Ted 
Turner,  Bill  Gates,  Michael  Dell,  Bill 
McGowan  or  Ross  Perot. 

Forbes  ASAP  was  created  to  unleash 
your  thoughts  about  information  tech- 
nology and  its  power  to  spark  ideas, 
push  forward  strategies,  create  riches. 
This  potential  now  exists  everywhere 
for  nearly  everyone. 

Example:  Chris  leinberger,  one  of 
the  country's  preeminent  land-use  plan- 
ners, handles  chents  scattered  over  the 
globe  from  his  New  Mexico  ranch 
thanks  to  fax  machines,  computers  and 
cellular  phones.  Leinberger  may  not 
become  Bill  Gates-rich,  but  he's  doing 
just  fine  by  us,  thank  you. 

Example:  pioneer  Hi-Bred  is  a 
major  suppher  of  seed  com  whose  prod- 
ucts are  straight  from  the  agrarian  age 
but  whose  business  model  is  strictly 
2Ntcenttiry. 


Again  and  again,  we  discover  that 
anyone  with  a  Uvely  mind  and  a  bias  for 
action  can  exploit  technology  for  profit. 
Success  depends  on  recognizing  that 
every  industry  is  becoming  technology- 
driven.  You  don't  have  to  be  a  program- 
mer to  survive.  But  you  have  to  recog- 
nize what  is  coming  and  learn  how 
smart  people — maybe  even  your  com- 
petitors— ^gain  the  advantage. 
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HIS  ASAP  supplement  is  full  of  tech- 
nology-meets-enterprise change.  We 
rather  fancy  how  management  writer 
TOM  PETERS,  our  intcrvicw  subject, 
describes  the  compounding  effects  of 
the  technology-enterprise  imion:  "The 
world  is  going  bonkers.  Bonkers  squared 
tomorrow.  Bonkers  cubed  on  the  way." 
...  As  evidence  of  this,  George  Gilder 
explains  what  happens  when  obscure 
entrepreneurs  tap  new  areas  of  the  elec- 
tromagnetic spectrum  for  wireless  com- 
munications. Even  recent 
billionaire  Craig 
McCaw  will  have 
to  read  this.... 
Future  desktop 
computers  will 
have  the  power 
of  a  mainframe. 
Does  that  mean 
you  should  ditch 
the  big  iron  now? 
Maybe,  but  as  Alice 
La  PL  ANTE  informs  us, 
think  through  your 
business 
model  first.       f 


After  you  read 

ASAP,  tell  us  how  you   >^ 

profit  from  technology. 

Fax  me  at  415-637-1987  or 

reach  me  on  MCI  Mail:  rich  karlgaard. 
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i  llaiuiiiuu)  Director  ii/i<* 

Chut  Exi'ciitii-e,  Aii.ihalian 

Stock  F.vc/?<uu/c  Ijimitc(> 


have  a  saying  here   in 

stralia — 'the  tyranny  of  dis- 

ce.'  It  means  we  face  difficul- 

s  in   doing  many  things, 

:ause  of  our  few  centers  of 

ulation  dotted  around  the 
of  a  w^hole   continent, 
gital  helped  free  the  Aus- 
lian    Stock 
c  c  h  a  n  g  e 
m  that  tyr 
ly  and  helps 
compete 
emationally. 

"Digital's 
en  networking  systems  and 
*vices  helpe'd  integrate  six 
lependent  exchanges  into  a 
igle,  automated  national 
ding  market.  Information 
d  market  access  is  equal 
d  instantaneous   in   small 


SYSTEMS 

INTEGRATION 

GIVES  US 

THE  EDGE. 


and  large  cities. 

"Now  brokers  can  do  busi- 
ness more  efficiently.  Wherever 
they  are,  they  can  make  bids 
and  offers,  confirm  trades  and 
observe  market  movement  with 
a  touch  of  a  button. 

"We  chose  Digital  as  a 
partner     be- 
cause they're 
a  strategic  sup- 
plier   to    the 
w^orld   finan- 
cial   services 
industry;   they 
identify  with  the  success  of 
our  business,    and  they're 
committed  to  open  systems 
standards." 

Digital's  networking  and 
NAS  (Network  Application 
Support)  open  computing  pro- 


vides companies  with  complete 
solutions  that  work  in  their 
complex,  multi-vendor  envi- 
ronments. Solutions  that  are 
designed  to  meet  today's  needs 
and  tomorrow^'s  demands 
because  they  are  based  on  inter- 
national standards. 

Today,  Digital's  trading 
solutions  give  you  an  ele- 
gantly simple  w^ay  for  your 
people  to  work  together  more 
productively,  more  crea- 
tively, more  efficiently,  more 
competitively. 

To  learn  more  about  how 
Digital  can  open  your  company 
to  new  ways  of  doing  busi- 
ness, call  1-800-DEC-INFO, 
ext.  92.  Or  contact  your 
local  Digital 
sales  office. 
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Two-vyay  •  Poginq  •  Sorelllte  Com 


•UNICATIONS  •  Cellular  •  CT2  Products  •  Wirele^Wls  •  Modems 
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Semiconducfors*  Infegrofed  Circuits*  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors 


KAArnDHI  A     kITDnni  irrWr    (^  "■■■•••     ^^  clonr  moke  the  cor.  We  don't  moke  the  radio 
/VlVlV/lNULM    llll\Ul/Uv«Lr^%^^-^^#    We  do,  however,  moke  o  tiny  semiconductor  chlf 

MA  R  KA  DU  rr\iJirrtiT  U  a  l  l     "^^  ^'^     ^o^  ^^^  ^^^lio,  o  dlgitol  signol  processor  colled 
Oj  /ylrrl  LUIiLlM    rlALL    "Symphony™"  Tailored  to  satisfy  the  highly  specific  needs  of 
oudio  engineer  customers,  one  chip  has  oil  the  signol  processing  power  they  need  to  design  the  sound  system  of  the  futi 
A  system  that  will  bring  revolutionary  audio  quality  into  everyday  life.  Now  under  development,  this  radio  electronically 
"paints"  the  acoustics  of  a  concert  hall  inside  o  car-while  compensating  for  engine,  rood  and  wind  noise,  even  the  influer 
of  speaker  placement.  Sixty  years  ago  Motorola  mode  o  name  for  itself  by  making  cor  radios  practical.  Today  we  are  striv 
to  moke  them  perfect.  As  o  world  leader  in  semiconductor  technology  that  quest  for  quality  will  never  end. 


M)   MOTOROLA 


Quality  Means  The  World  To  (/s." 
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Game    Plan 


By  Bill  Walsh 


When  Things  Go  Bad 
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NE  OF  THE  most  misguided  cliches 
in  business  is  the  CEO's  demand, 
"Don't  tell  me  all  the  things  that  can 
go  wrong;  tell  me  how  we're  going  to 
get  the  job  done."  Though  this  kind  of 
determination  is  an  admirable  and  nec- 
essary trait  in  a  highly  competitive 
world,  it  misses  a  very  important  point: 
Things  do  go  wrong,  all  the  time.  If  you 
don't  prepare  for  these  serious  reversals 
of  fortune,  you  can  easily  end  up  being 
overwhelmed  by  them. 

I  learned  about  the  importance  of 
planning  for  contingencies  the  hard 
way  when  I  was  the  offensive  coordina- 
tor for  the  Cincinnati  Bengals  some 
years  ago.  In  a  1975  playoff  game 
against  the  tHen  Oakland  Raiders  on 
their  field,  we  were  down  31-28  with 
the  ball  on  their  45 -yard  line  and  only 
three  minutes  left.  The  noise  of  the 
home  fans  was  deafening.  At  the  same 
time  the  phone  system  I  used  to  com- 
municate with  my  spotter  in  the  press 
box  began  to  malfunction. 

Between  the*  roar  of  the  crowd,  the 
mechanical  difficulties  and  the  excite- 
ment of  the  players,  the  situation  was 
intense — ^just  when,  in  sports  or  busi- 
ness, you  want  to  be  calm  and  method- 


ise less  thinking 
people  have  to  do  undM 
adverse  circumstances 
the  better.  The  goal 
of  contingency 
planning  is  to  remove 
from  a  tough  situation 
the  panic  element  of 
''What  the  hell  are  we 
going  to  do  nowl " 


ical.  And  frankly,  I  blew  it,  letting  the 
situation  take  over  when  I  should  have 
been  controlling  the  action.  We  lost  the 
game,  and  I  decided  that  I  would  never 
again  be  confronted  by  circumstances  I 
hadn't  prepared  for,  no  matter  how 
unhkely  they  might  seem. 

In  war,  the  crucial  difference 
between  an  orderly  retreat  and  a  rout 
may  be  whether  a  leader  teaches  his 
troops  to  anticipate  the  possibility  of 
falling  back  in  the  face  of  overwhelm- 
ing force — as  the  Marines  did  at  the 
Chosin  Reservoir  in  Korea — or  preach- 
es the  dangerous  illusion  of  invincibih- 
ty,  as  Saddam  Hussein  did  with  his 
doomed  Republican  Guard.  Planning 
for  adversity  is  the  key  to  overcoming 
adversity.  It  is  the  hardest  kind  of  plan- 
ning the  leader  of  any  organization 
faces.  The  paradox:  You  have  to  visual- 
ize worst-case  scenarios  while  hoping 
for  the  best.  Considerable  time  has  to 
be  spent  preparing  employees,  whether 


they're  football  players  or  a  sales  team, 
for  bad  breaks  and  adversity.  Some- 
how, without  allowing  pessimism  and 
negative  thinking  to  dominate,  you 
have  to  get  across  the  message  that  los- 
ing the  big  game  or  the  big  client  is 
always  a  possibihty.  But  with  the  right 
planning  and  the  right  attitude,  that 
loss  doesn't  have  to  be  more  than  a 
temporary  setback. 

Bad  things  happen  to  good  compa- 
nies. As  the  leader,  you  may  have  to  be 
dramatic  to  get  this  message  across.  It 
can't  be  communicated  with  one  inspi- 
rational talk,  or  through  a  memo  or  an 
operations  manual.  It's  done  through 
continuous  conditioning,  and  takes  a 
calculated,  systematic  approach, 
because  no  one,  not  even  a  dedicated 
leader,  hkes  to  think  about  things  going 
wrong.  You  have  to  orchestrate  these 
presentations  to  make  them  a  regular 
part  of  plarming  sessions.  Contingency 
plarming  must  be  ongoing,  not  some- 
thing pulled  out  of  storage  and  dusted 
off  in  a  crisis. 

The  goal  of  contingency  plarming  is 
to  remove  from  a  tough  situation  the 
panic  element  of  "What  the  hell  are  we 
going  to  do  now?"  The  less  thinking 
people  have  to  do  under  adverse  cir- 
cumstances the  better.  When  you're 
under  pressure,  the  mind  can  play 
tricks  on  you.  It's  a  terrible  mistake  to 
let  outside  forces  influence  you  more 
than  the  pragmatic  realities  of  the  situ- 
ation aheady  are.  For  instance,  if  I'm 
on  the  sideline  and  the  wind-chiU  fac- 
tor is  10  degrees,  I  may  decide,  "Damn, 
it's  too  cold,  nobody  could  catch  a 
pass."  So  I'll  depart  from  my  plan  and 
not  call  a  pass,  even  though  the  players 
out  on  the  field  are  feeling  a  lot 
warmer  than  I  am. 
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Better  to  reduce  the  effect  of  outside 
variables  and  revert  to  something 
you've  practiced  and  practiced.  When 
things  get  tense  in  a  football  game,  I 
want  to  be  able  to  make  decisions  clini- 
cally, because  I've  thought  them 
through  beforehand,  rather  than  take  an 
ad-libbed,  seat-of-the-pants  approach. 
Sometimes  this  works,  but  more  often 
than  not,  these  kinds  of  reactive  deci- 
sions vkdll  be  wrong.  Being  able  to  go 
with  a  well-rehearsed  plan  is  far  better 
than  depending  on  heroics,  which  work 
better  in  fiction  than  in  real  life. 

Time  and  time  again,  you  see  people 
fall  short  or  become  unraveled  because 
they're  locked  into  what  I  call  the  hope 
phenomenon — "Oh,  God,  I  hope  this 
won't  happen,  I  hope  that  won't  hap- 
pen." When  you  continually  condition 
people  for  tough  situations,  you  change 
their  wishful  or  negative  thinking  to 
reahty.  Ideally,  no  situation  can  arise 
that  won't  have  been  talked  about  and 
at  least  theoretically  dealt  v^th. 
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■ONTINGENCY  planning  takes  cre- 
ativity as  well  as  constant  attention. 
You  have  to  be  able  to  imagine  all  sorts 
of  possibihties,  and  get  others  to  imag- 
ine them  too.  For  instance,  on  the 
hottest  days  of  preseason  training  in 
California,  I  might  spend  part  of  a  prac- 
tice session  talking  to  players  about 
what  it's  going  to  be  hke  to  play  in  the 
middle  of  a  snowstorm.  I'll  ask  them  to 
recoUect  a  time  when  they  were  httle 
kids,  outside  without  enough  clothes 
on.  Or  to  visualize  how  hard  it  is  to 
think  straight  when  you're  really  cold. 
Maybe  those  conditions  will  never 
occur  during  the  season,  but  if  they  do, 
no  one  will  be  surprised.  We'll  have 
talked  about  what  it's  like  and 
rehearsed  how  we'll  adapt. 

In  business,  the  same  sort  of  scenar- 
ios have  to  be  conjured  up,  whether  or 
not  there's  much  hkehhood  they  will 
come  to  pass.  How  would  you  deal 
with  the  loss  of  a  top  salesperson?  The 
failure  of  a  much-heralded  new  product 
to  capture  the  market  share  projected 
for  it?  A  dependable  chent  defecting  to 
a  competitor?  A  lot  of  otherwise  able 
business  leaders  will  look  at  a  depress- 
ing laundry  hst  hke  this  and  shrug  it 
off,  saying,  "Aw,  the  odds  of  that  hap- 
pening are  a  hundred  to  one." 

Yet  the  role  of  a  leader  is  to  deal 
with  the  one  time  in  a  hundred.  Other- 


wise, when  that  one  time  comes,  peo- 
ple are  going  to  sHp  into  the  instinctual 
survival  state  of  mind  that  can  breed 
very  unfortunate  decisions.  Construct- 
ing such  grim  possibihties  is  a  whole 
lot  less  enjoyable  than  calculating  the 
size  of  your  bonus  if  the  year  goes  well. 
But  if  you're  willing  to  plan  for  a  -^^de 
range  of  smaU  and  large  disasters,  and 
reduce  the  potential  for  you  and  others 
to  be  caught  off  guard,  you  can  actiaaUy 
be  more  aggressive,  and  thus  more  like- 
ly to  avert  setbacks.  Having  planned  for 
the  worst,  you  can  do  a  lot  more  than 
hope  for  the  best. 

The  contingency  factor  completely 
reversed  the  direction  of  our  confhct 
with  Japan  during  World  War  H.  The 
air-sea  battle  now  knov^oi  as  the  Battle 
of  Midway  was  the  most  important  and 
decisive  of  the  war.  Both  sides  had  firm 
strategies,  but  the  fluidity  of  the  action 
almost  immediately  called  for  contin- 
gency tactics.  Because  of  previous  over- 
whelming success,  the  Japanese  had 


tum  long  before  anyone  is  aware  of  it 
The  current  woes  of  IBM  are  only  the 
latest  case  in  point. 

The  key  to  leadership  isn't  so  much 
in  being  decisive — even  loose  cannon'^ 
are  decisive — but  in  being  able  tc 
acknowledge  that  changes  in  circum- 
stance are  inevitable,  and  in  schooHnj 
yourself  and  others  to  make  sure  tht 
changes  do  as  httle  damage  as  possible 

At  some  point  before  the  beginning 
of  a  season,  however  buUish  my  expec 
tations  for  a  team,  I'U  tell  my  players 
that  the  time  is  going  to  come  wher 
they'll  take  a  real  beating.  I  have  to  pre 
pare  them  for  that.  A  season,  hke  a  yeai 
in  business,  is  a  sustained  effort;  yo 
have  to  account  for  the  failure  factor, 
for  falling  short  sometimes,  and  pre 
vent  it  from  becoming  catastrophic 
Last  season  at  Stanford,  we  lost  big  tc 
the  University  of  Washington  anc 
missed  a  chance  to  play  in  the  Rost 
Bowl.  But  the  team  was  prepared  fo 
that  possibiUty;  they  came  back  anc 


fl 

■  mlan  for  a  wide  range  of  small  and  large 
W^  disasters,  and  you'll  reduce  the  potential  for 
Hi     you  and  others  to  he  caught  off  guard.  You  can 
actually  he  more  aggressive,  and  thus  he  more  likely 
to  avert  setbacks.  Having  planned  for  the  v/orst,  you 
can  do  a  lot  more  than  just  hope  for  the  best. 


become  extremely  confident  that  if 
they  plarmed  well  they  couldn't  fail. 
Thus  assured,  they  hesitated  disas- 
trously in  adapting  to  incoming  inteUi- 
gence.  The  Americans,  forced  through- 
out the  early  months  of  the  war  to 
adapt  and  strategically  retreat,  were 
much  better  able  to  change  and  rede- 
fine the  circumstances.  As  the  battle 
developed  the  Americans,  although  sig- 
nificantly outnumbered,  seized  the 
opportunity,  while  the  Japanese  refused 
to  consider  the  possibihty  of  miscalcu- 
lation until  fatally  beyond  implement- 
ing alternatives. 

When  things  are  going  well,  when  a 
company  is  reaping  the  benefits  of  its 
own  vision  and  excellence,  the  idea  of 
failure  may  be  unimaginable.  If  no  one 
can  say,  "But  what  if...?"  the  tide  may 


won  the  next  four  games  against  topJ 
fhght  opponents.  By  the  end  of  the  seal 
son,  we  had  a  10-3  record,  including  A 
win  against  Penn  State  in  the  Block| 
buster  Bowl. 

In  sports  and  in  business  there  isn'i 
just  one  game,  even  if  it's  the  Supeij 
Bowl.  You  can  play  the  next  year;  yoi! 
can  play  the  next  week.  How  we  fee 
about  the  last  game,  even  if  we  lost  i^ 
is  going  to  affect  how  we  feel  about 
next.  When  all  is  said  and  done,  it 
important  to  be  able  to  say,  "We  ha 
plans  for  the  contingencies  and 
rehearsed  them.  We  knew  what  to  do.l 
Teams  and  companies  that  can't  sa 
this,  and  instead  complain  bitterl 
about  what  bad  luck  they  had,  are  si 
to  encounter  more  and  more  bad  luc 
in  the  future. 
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ZDS^OO  Series  FROM  $1299  i386  "SL/20  25 

MHz  •  60-120MB  HDD  •  3.5"  FDD  •  2MB  RAM  user 

expandable  to  8MB  •  9.5"  VGA  display  •  MS-DOS*  5,C 

'  serial,  enhanced  parallel,  video,  mouseAeyboard 

port  •  internal  modem  socket  •  up  to  3  hours  NiCad 

battery  life  •  6.5  lbs. 


Z"SPORT™  325S  SAVE  $400  i386SX/25 

MHz  •  60MB  HDD  •3.5"  FDD  •  2MB  RAM  user  expand- 
able to  8MB  •  9.5"  edgelit  LCD  •  MS-DOS  5.0  •  NiMH 
battery  •  optional  ISA  docking  unit  •  serial,  parallel 
mouse,  video  port  •  6  lbs. 


Z-SPORT  420S  SAVE  $550  i486™SX/20  MHz 

•  85MB  HDD  •  3.5"  FDD  •  4MB  RAM  user  expandable 

to  16MB  •  9.5"  edgelit  LCD  •  MS-DOS  5.0  •  NiMH 

battery  •  optional  ISA  docking  unit  •  serial,  parallel, 

mouse,  video  port  •  6  lbs. 

Z-NOTE™  325L  SAVE  $400  i386SL/25 

MHz  upgradable  to  i486SL  •  85MB  HDD  •  3.5"  FDD 

•  mouse  •  4MB  RAM  user  expandable  to  12MB  •  9.5"    , 
LCD  upgradable  to  color  •  MS-DOS  5.0,  Microsoft" 
Windows™  3.1,  and  Microsoft  Windows  for  Workgroups'" 

•  Ethernet  compatible  high-speed-communications  port 

•  pre-installed  client  software  for  Novell*  NetWaref  Miaosoft  LAN  Manager™ 
and  Banyan*  VINES*  •  up  to  10  hours  NiMH  battery  life*  •  optional 
READYDESK™  Port  RepHcator  •  5.9  lbs. 


NOW  I 
:$3499 


Z"NOTE  325Lc  SAVE  $500  i386SL/25  MHz  up- 
gradable to  i486SL  •  120MB  HDD  •  3.5"  FDD  •  mouse 
•  4MB  RAM  user  expandable  to  12MB  •  8.4"  active-matrix 
color  display  •  MS-DOS  5.0,  Microsoft  Windows  3.1, 
and  Miaosoft  Windows  for  Workgroups  •  Ethernet 
compatible  high-speed-communications  port  •  pre- 
installed  client  software  for  Novell  NetWare,  Microsoft  LAN 
Manager  and  Banyan  VINES  •  up  to  6.5  hours  NiMH  battery  life*  •  optional 
READYDESK  Port  Replicator  •  6.5  lbs. 


Introducing  new  Z"DIRECT  pricing,  starting  at  $1299. 

At  Zenith  Data  Systems,  we  set  the  standard  for  notebooks 
others  can  only  aspire  to.  Now,  we  pledge 
you  our  entire  line  of  ZDS  notebooks  at 
rock-bottom  low  prices.  From  our  light- 
weight, entry-level  ZDS"600  Series  starting 
at  $1299,  to  our  upgradable  Z^SPOKT  notebooks 
with  desktop  expansion  and  our  award-winning  Z"NOT^ 
with  upgradable  display  built-in  networking  and  industry- 
leading  battery  life.  For  jackpot  notebook  quality  at  anybody- 
can-play  prices,  call  Z"DIRECT  today  Or  see  your  nearest 
reseller. 

Call  Z-DIRECT  At  1-800-289-1240. 


ZENITH     DATA     SYSTEMS 

A  Bull  Company 


Thinking  Ahead. 


Preferred  Stock  For 
The  Price  Of  Coinmon. 


I 


'Depending  on  applications  used,  power  management  features  selected,  and  peripherals  attached  Terms;  MasterCard.  Visa,  Discover  and  American  Express  accepted.  No  surcharge  for  credit  card  orders.  Money  orders,  certified 
checks,  personal  checks  accepted  (allow  ten  days  for  processing).  Company  and  .n  titutional  PO's  upon  credit  approval  ZDS  resellers  and  distributors  determine  their  own  pricing  which  may  be  higher  or  lower  than  ZDS'  Z"D!RECT 
price.  Prices  do  not  mclude  applicable  sales  tax.  shipping  and  handling  Government,  Educational  and  Volume  Purchase  buyers  please  call  for  a  quotation  Federal  Government  Sales  please  call  1-800-843-4131  30-dav  money-back 
guarantee  applies  only  when  buying  through  Z"DIRECT  Excludes  opened  software  and  purchases  which  have  been  subject  to  abuse  Some  models  shown  wuh  optional  accessories  Most  notebooks  include  one-year  limited  mail-back 
warranty  with  optional  Z»CARE  service  available  (call,  or  see  a  Z'CARE  contract  for  important  details)  Order  by  FAX  1-800-472-7211  All  products  subject  to  availability  Specification  and  prices  subject  to  change  without  notice, 
Zenith  Data  Systems  is  not  responsible  for  typographical  or  photographic  errors  Z"NOTE,  Z"SPORT  and  READYDESK  are  trademarks  of  Zenith  Data  Systems  Corporation  MS-DOS  and  Microsoft  are  registered  trademarks  and 
Microsoft  Windows,  Microsoft  LAN  Manager  and  Microsoft  Windows  for  Workgroups  are  trademarks  of  Microsoft  Corporation  i386.  i486  and  the  Intel  Inside  logo  are  trademarks  of  the  Intel  Corporation  Novell  and  NetWare 
arc  registered  trademarks  of  Novell.  Inc  Banyan  and  VINES  are  registered  trademarks  of  Banyan  Systems.  Inc.  Copyright  ©  1993  Zenith  Data  Systems  Corporation. 
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There's  a  reason 

the  competition 

can't  keep  up 

withus. 

We're  just  too 

fast. 
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may  take  b^ 


800  set 
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»      per  call 
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At  AT&X  we  know  you  need  an  AT&T  800  Service.  So  your  business  For  more  information  on  th 

800  service  that  can  keep  up  with  can  get  more  800  calls,  more  800  "800  reasons  to  choose  AT&T 

a  fast-paced,  rapidly  changing,  sales,  and  more  800  revenue.  Service"  call  your  Account  Exec 

get-it-done-yesterday  business  XTTT        You  see,  we're  not  just  tive  or  1 800222-0400. 

world.  And  nobody  connects  calls  800   ^^^  ^^^^ '"  ^^^  business 

faster,  or  reroutes  calls  faster,  than  '^  f- " ^'  ■  ^  ^   We're  also  the  fastest. 
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BiONOMic   View 


By  Michael  Rothschild 


The  Coming 
Productivity  Surge 


FEW  YEARS  back,  MIT  economist 
|Robert  Solow  quipped,  "We  see  com- 
Iputers  everywhere  but  in  the  productiv- 
lity  statistics."  His  remark  set  off  a  con- 
jtroversy,  now  called  the  "productivity 
paradox,"  that  refuses  to  go  away. 
[Swarms  of  investment  analysts,  econo- 
mists and  joumahsts  have  tried  to  dis- 
rniss  this  indictment  of  the  computer 
industry  by  arguing  that  the  govern- 
ment's worker-productivity  data  are  so 
(flawed  they  can't  prove  anything.  But 
even  after  making  all  the  reasonable 
.adjustments,  the  same  bottom-line 
[•message  keeps  coming  back.  Although 
U.S.  businesses  plunked  down  well 
over  $1  triUion  for  computer  systems  in 
the  last  decade,  they  have  almost  no 
measurable  productivity  increase  to 
show  for  it. 

When  I  first  heard  about  the  com- 
puter productivity  paradox,  I  couldn't 
beUeve  there  had  been  "no  productivity 
growth."  I  can't  even  bear  to  think 
about  how  much  time-wasting 
dmdgery  I'd  have  to  go  through  without 
my  Macintosh.  And  yet,  plenty  of 
bright  people  have  investigated  the  pro- 
ductivity paradox  for  long  enough  to 
convince  me  that  there's  more  to  it 
than  a  statistical  delusion. 

Searching  Tor  a  plausible  explana- 
tion, I  stuml)led  upon  a  brilliant  but 
obscure  research  paper  by  Paul  David, 
professor  of  economic  history  at  Stan- 
ford University.  Though  economic  his- 
torians often  share  the  same  floor  in 
faculty  office  buildings  with  economic 
theorists,  they  remain  a  breed  apart. 
Instead  of  wasting  time  massaging 
highly  aggregated  national  income 
accounts  data  with  impenetrable  math- 
ematical models,  economic  historians 
roll  up  their  sleeves  and  dig  out  the 


American  businesses 
plunked  down  well 
over  $1  trillion  for 
computer  systems  in  the 
last  decade — yet  they 
have  almost  no 
measurable  productivity 
increase  to  show  for  it 
Are  the  data  wrong  and 
the  Luddites  rights 
Here  is  what 
history  has  to 
teach  us. 


hard  facts  of  daily 
economic  life.  Much 
like  paleontologists, 
they  re-create  bygone 
eras  by  patiently  piec 
ing  back  together  the  most 
minute  details  of  forgotten 
technologies  and  extinct 
industries. 

Intrigued  by  the  flap  over  the 
productivity  paradox,  David  decided  to 
take  a  closer  look  at  a  remarkably  simi- 
lar historical  puzzle.  Ninety  years  before 
Intel  invented  the  dynamic  random- 
access  memory  chip,  or  DRAM,  (1970) 
and  the  microprocessor  (1971),  Thomas 
Edison  invented  the  carbon  filament 
incandescent  lamp  (1879)  and  the  cen- 
tral generating  station  (1881).  Just  as  it 
took  10  years  before  a  refined  micro- 
processor— embodied  in  the  original  IBM 
PC — ^began  changing  our  daily  Hves,  it 


took  nearly  20  years  before  electricity 
began  having  any  significant  impact  on 
society.  Indeed,  it  wasn't  until  the  Paris 
Exposition  of  1900  that  electricity  was 
used  to  Hght  an  entire  city. 

riS  THE  20th  century  began,  business 
investment  in  electrical  equipment 
skyrocketed.  Between  1900  and  1920 
the  percentage  of  U.S.  factories 
equipped  with  electric  motors  jumped 
from  five  percent  to  55  percent.  Yet, 
despite  the  obvious  advantages  of  elec- 
tric motors  over  steam  engines,  worker 
productivity  showed  almost  no  measur- 
able increase. 

Solving  the  riddle  of 
today's  computer  pro- 
ductivity paradox  is 
simple,  once  its  centu- 
ry-old predecessor  is 
understood.  Back  then, 
a  state-of-the-art  facih- 
ty  was  a  three-  or  four- 
story  brick  building.  A 
coal-fired  steam  engine 
sat  in  the  factory's 
basement.  Its  power 
was  transmitted  to  the 
equipment     on     the 
y    ^  '      floors  above  through  an 
^  elaborate  system  of  ver- 

tical and  horizontal  shafts 
and  drive  belts. 

Factory  owners  began  replacing 
steam  engines  with  large  electric  motors 
because  the  new  technology  slashed  coal 
biUs  by  20  to  60  percent.  But  the  power 
generated  by  these  first  electric  motors 
was  still  conveyed  to  lathes,  drills, 
grinders  and  punch  presses  by  the  con- 
ventional system  of  shafts  and  belts.  As 
time  passed  and  somewhat  smaller  elec- 
tric motors  became  affordable,  separate 
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motors  were  installed  on  each  floor. 
This  eliminated  the  need  for  the  vertical 
shaft.  However,  because  the  motors 
were  still  relatively  expensive,  each  one 
powered  a  group  of  machines  via  hori- 
zontal shafts  and  belts. 

Electric  motor  technology  was 
indeed  revolutionary,  but  to  pay  for 
itself  it  had  to  be  grafted  onto  the  exist- 
ing industrial  infrastructure.  Multistory 
factories  made  sense  in  the  steam  age 
because  they  reduced  the  costly  friction 
losses  incurred  as  horizontal  shafts  car- 
ried power  to  the  equipment.  Single- 
floor  factories  would  have  eliminated 
all  the  labor  wasted  moving  unfinished 
goods  from  floor  to  floor,  but  overall  it 
was  cheaper  to  staff  the  elevators  than 
to  pay  for  the  coal  turned  to  waste  heat 
by  long  horizontal  shafts. 

For  similar  reasons,  machines  requir- 
ing the  most  horsepower  were  placed 
near  the  base  of  each  floor's  horizontal 
shaft.  Smaller,  low-power-consuming 
equipment  sat  at  the  far  end  of  the  work 
floor.  Again,  though  this  arrangement 
made  economic  sense  from  a  power- 
conservation  standpoint,  it  made  the 
flow  of  materials  ridiculously  ineffi- 
cient. In  short,  since  the  entire  industri- 
al infrastructure  had  evolved  around  the 
assumption  of  expensive  steam  power, 
factories  were  designed  to  be  grossly 
inefficient  in  other  dimensions.  Once 
made,  these  fundamental  economic 
trade-offs  endured  for  decades  in  bricks 
and  motor. 

It  wasn't  until  cheap,  small  electric 
motors  became  available  in  the  1920s 
that  factories  began  to  abandon  "group 
drive"  power  for  the  "unit  drive" 
approach,  the  famihar  present-day  sys- 
tem in  which  each  machine  is  powered 
by  its  own  internal  motor.  As  this  tech- 
nology was  installed,  companies  ripped 
out  their  drive  shafts  and  belts, 
rearranged  their  machines  and 
smoothed  their  flow  of  materials.  The 
most  innovative  "high-tech"  firms — 
companies  in  fast-growing  new  indus- 
tries such  as  cigarettes,  organic  chemi- 
cals and  electrical  equipment — were 
the  first  to  go  aU  the  way  and  take  the 
radical  step  of  building  single-story  fac- 
tories. The  were  hterally  the  first  "flat- 
tened" corporations. 

Finally,  40  years  after  Edison's 
breakthroughs,  productivity  growth 
took  off.  Where  the  aimual  labor  pro- 
ductivity growth  had  hovered  around 


one  percent  for  the  first  two  decades  of 
the  century,  it  jumped  to  more  than 
five  percent  a  year  during  the  Roaring 
Twenties. 

Real  economic  Hf  e,  it  seems,  is  a  tad 
more  compHcated  than  the  input-output 
models  of  economic  theorists.  Pumping 
investment  into  a  powerful  new  teth- 
nology  does  not  instantly  and  automati- 
caUy  yield  productivity  gains.  At  the 
start  of  the  steam  engine-electric  motor 
transition,  steam-based  investments  still 
worked  and  were  still  carried  on  compa- 
ny balance  sheets.  To  reap  the  full 

The  productivity 
paradox  is  an 
artifact  of 
superficial  thinking. 
But  beneath  its  surface, 
we  can  foresee  a 
productivity  explosion 
that  will  soon  dwarf 
the  productivity  surge 
that  made  the  Roaring 
Twenties  roar. 


promise  of  electricity,  an  almost  endless 
number  of  practical  details  had  to  be 
worked  out.  That  took  time  and  enor- 
mous creativity.  As  with  today's  dream 
of  the  paperless  office,  no  one  knew 
what  a  fuUy  electrified  factory  would  be 
like  or  how  best  to  manage  it. 


L 


OOKING  AHEAD,  no  one  can  say 
when  all  the  critical  elements  of  the 
Information  Age  infrastructure  will 
come  together.  But  it  appears  that  we 
may  be  on  the  cusp  of  that  long-awaited 
productivity  surge.  The  explosive 
growth  of  PCs,  workstations,  LANs, 
WANs,  fiber  optics,  wireless  communi- 
cations and  object-oriented  software 
may  be  completing  the  new  office  para- 
digm just  as  the  unit  drive  motor  com- 
pleted the  new  factory  paradigm  of  the 
1920s.  As  these  communications  tech- 
nologies link  the  previously  isolated 
power  of  microprocessors,  the  cost  of 
dehvering  the  right  information  where 


it  is  needed  will  coUapse,  allowing  com- 
pletely new  work  flows  and  organiza- 
tional infrastructures  to  emerge. 

We  already  see  evidence  of  these 
revolutionary  changes  on  the  horizon. 
Without  the  arrival  of  networked  com- 
puters, there  is  little  to  explain  the 
massive  and  permanent  disappearance 
of  middle-management  jobs.  Like  the 
power-transmitting  drive  shafts  and 
belts  made  unnecessary  by  the  arrival 
of  imit  drive  motors,  information-trans- 
mitting white-collar  workers  are  being 
ripped  out  of  the  emerging  economic 
infrastructure. 

Hierarchical  "multistory"  bureauc- 
racies are  being  flattened  into  "single- 
story"  organizations,  not  because  of 
any  sudden  change  of  heart  by  top 
management  but  because  the  hard  eco- 
nomics of  information  handling  are 
being  utterly  transformed.  Even  though 
in  a  paper-based  world  it  made  eco- 
nomic sense  to  minimize  corrmitonica- 
tion  costs  by  co-locating  workers  in 
urban  office  towers,  in  the  world  of  E- 
mail,  faxes  and  teleconferencing  the 
costs  imposed  by  that  infrastructure 
have  become  an  incredible  waste  of 
money.  More  important,  this  shifr  has 
revealed  that  our  culture  of  poor  inter- 
personal communication  is  today's 
greatest  barrier  to  productivity  growth. 

By  simply  extending  afready  well- 
understood  production  techniques, 
makers  of  microchips  and  fiber  optics 
are  certain  to  drive  the  cost  of  compute 
cycles  and  data  transmission  down 
another  thousandfold  before  the  end  of 
the  century.  As  a  consequence,  all  our 
sacred  assumptions  about  the  nature  of 
organizations  will  be  overturned.  Like 
our  predecessors  in  the  early  1920s,  we 
are  being  forced  to  rethink  all  the  old 
trade-offs  and  invent  new  designs  for 
our  working  fives. 

Like  most  puzzles,  the  productivity 
paradox  is  an  artifact  of  superficial 
thinking.  By  getting  beneath  its  sur- 
face, by  examining  the  computer  pro- 
ductivity paradox  in  the  light  of  eco- 
nomic history,  we  can  understand  our 
computer  frustration.  We  can  also  fore- 
see a  productivity  explosion  that  will 
soon  dwarf  the  productivity  surge  that 
made  the  Roaring  Twenties  roar. 

Michael  Rothschild,  president  of  the 
Bionomics  Institute,  San  Francisco,  is 
the  author  of  Bionomics. 
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Client/server: 


SAP  America,  Inc. 


Ready  v>f  hen  you  are. 

when  you're  searching  for  solutions  to  business-critical  problems, 
you  can  feel  every  second  slip  away.  That's  why  it's  time  you 
learned  that  SAP  has  the  client/server  solution  you  need.  And  it's 
ready  today,  not  someday.  In  fact,  the  R/3  System  is  already  hard 
at  work  in  businesses  around  the  world. 

Like  our  proven  R/2  mainframe  software,  client/server-based 
R/3  is  a  fully  integrated  package.  Its  applications  manage 
manufacturing,  financial,  sales,  and  human  resources  functions 
across  your  enterprise.  And  across  hardware  platforms  from  BULL, 
DEC,  Hewlett-Packard,  IBM,  and  Siemens-Nixdorf. 

So  when  you're  ready  to  start  taking  advantage  of  client/server 
computing,  or  if  you  want  to  learn  about  our 
full  range  of  software  solutions,  call  SAP  at 
1-800-USA-1SAP.  But  do  it  today.  Before  any      ^.r 

more  time  slips  away.  Inlegratedsohware.  Worldwide^' 


TRINITRON 


Make  Time. 


With  Sony  Videoconferencing,  yon  can  do  business  all  over 
the  world.  Face  to  face.  And  arrive  at  decisions  instantly.  Which  means 

you  can  spend  less  rime  on  the  road.  And  a  lot  more  rime  ar  home. 
Call  1-800-551-717.^,  exr. 22  to  see  whar  Son\'  can  do  for  \inir  Inisiness. 


AVisiON  For  Business^' 


SON^ 
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By  Alice  LaPlante 


The  Big 

Deal 

About 

Tbjnldiig 
Small 

Downsizing  from 
the  mighty  mainframe 
is  all  the  rage — 
but  beware:  Though 
for  some  companies 
it  works  wonders, 
for  others  it  is  a 
bewildering  ride 
through  the  funhouse. 


AZURE  LAKE  reflects  the  land- 
scaped grounds  and  gleaming  buildings 
of  the  Christian  Broadcasting  Network 
Inc.,  Pat  Robertson's  evangeHcal  media 
empire  based  in  Virginia  Beach,  Va. 
Robertson  is  fond  of  gesturing  toward 
the  rippling  waters  whenever  he  catches 
sight  of  his  chief  technology  officer. 


Paul  Flanagan.  "Well,  Paul,  what's 
going  in?"  Robertson  asks.  "You  or  the 
mainframe?" 

This  is  not  an  idle  question.  By  this 
summer  Flanagan  will  have  unplugged 
CBN's  Fiitachi  mainframe  workhorse, 
drained  the  cooUng  fluid  and  disconnect- 
ed the  special  air  conditioning  unit  that 
has  kept  the  machine  humming  beneath 
the  weight  of  the  network's  $160  mil- 
Hon  broadcasting  conglomerate. 

Replacing  the  mammoth  system 
will  be  a  network  of  600  PCs  that  will 
be  used  for  everything  from  writing 
memos  to  tracking  CBN's  international 
subscriber  base.  In  the  process,  CBN  wiU 
reduce  its  annual  software  fees  from 
$450,000  to  S80,000  and  cut  its  opera- 
tions staff  in  half.  Most  important  of  aU, 
CBN  wall  never  again  run  out  of  com- 
puting oomph — as  it  did  with  its 
Hitachi  mainframe.  If  it  needs  more 
processing  power,  it  can  simply  add  PCs 
or  servers  to  the  network. 

Good  news — so  far.  But  Flanagan  is 
understandably  nervous.  As  his  boss 
Robertson  realizes,  the  financial  and 
organizational  viability  of  CBN  hang  on 
the  success  of  this  project.  Already, 
Microsoft — one  of  CBN's  most  impor- 
tant software  supphers — is  nine  months 
late  deHvering  a  critical  piece  of  tech- 
nology; costs  are  running  10  percent 
over  budget  and  CBN  technical  work- 
ers— ^who  know  that  half  of  their  ranks 
will  be  hunting  for  jobs  this  time  next 
year — have  the  jitters.  So  goes  another 
real-world  downsizing  project. 

Everyone's  doing  it — but  should  they? 

Scratch  the  surface  of  the  current 
glow  surrounding  downsizing  and 
you'll  expose  a  lot  of  "gotchas."  Even 
companies  that  are  happy  with  the 
results  say  it's  not  for  the  faint  of  heart; 
those  who  have  crashed  and  burned 
aren't  speaking. 

"Downsizing  horror  stories  are  out 
there,  but  no  one  wants  to  talk  about 
them,"  says  Cheryl  Currid,  president  of 
Currid  &  Co.,  a  Houston-based  systems 
integration  consultant  who  was  a  vice- 
president  at  Coca-Cola  Foods  during  its 
first  major  downsizing  project  in  the 
late  1980s. 

The  benefits  of  downsizing — moving 
large-scale  computer  software  systems 
from  inflexible  and  expensive  main- 
frames onto  networked  desktop  work- 


stations— have  been  trumpeted 
throughout  the  business  community: 
enormous  cost  savings,  flexibility, 
increased  employee  efficiency  and,  most 
importantly,  a  more  congenial  marriage 
•between  business  and  technical  inter 
ests  within  corporations.  But  there  are 
significant  risks  as  well.  For  one,  the 
touted  cost  savings  are  highly  mislead- 
ing. Virtually  every  company  that  has 
been  through  a  major  technical  reengi- 
neering  or  downsizing  effort  says  the 
mission  ended  up  being  more  expensive 
than  anticipated — usually  between  30 
and  200  percent  more. 

"By  and  large,  the  purported  cost 
savings  are  those  associated  with  the 
fact  that  you  get  a  lower  cost  per  MIPS 
[milhons  of  instructions  per  second,  the 
standard  measure  of  computer  power] 
on  desktop  systems,"  says  Dr.  Jerrold 
Grochow,  vice-president  and  chief  tech- 
nology officer  at  American  Manage- 
ment Systems  Inc.,  an  Arlington,  Va.- 
based  software-development  firm.  "But 
using  that  argument  to  anticipate  that 
your  overall  costs  v^  be  significantly 
lower  is  incredibly  fallacious." 

Then  there  are  the  operational  con- 
cerns. Over  the  years,  most  corporations 
have  learned  to  put  safety  nets  in  place 
to  ensure  that  if  their  mainframes  are 
hit  by  catastrophe — fire,  earthquake, 
tornado  or  other  destructive  act  of  God 
or  human — critical  business  operations 
v^  not  be  affected.  Decades  of  experi- 
ence have  made  most  corporations  con- 
fident that  if  their  main  data  center  is 
destroyed  or  impaired,  they  won't  have 
to  close  their  doors.  However,  distrib- 
uted systems  provide  them  with  no 
such  assurance. 

"This  is  not  a  trivial  problem,"  says 
Ray  Perry,  CIO  for  Avon  Products  Inc., 
the  $3.59  billion  cosmetics  firm.  He 
recalls  the  day  a  sprinkler  head  broke,  in 
the  company's  New  York  City  head- 
quarters, leaking  gallons  of  water  over 
dozens  of  desktop  computers  on  an 
entire  floor  of  operations.  The  depart- 
ment happened  to  be  almost  completely 
dependent  on  its  networked  PCs;  Criti- 
cal data  were  stored  on  individual 
machines  as  well  as  on  departmental 
file  servers.  "Fortunately,  we  had 
thought  to  back  up  those  data,"  says 
Perry.  "If  we  hadn't,  we  would  have 
been  in  real  trouble." 

The  strict  hierarchical  bureaucracies 
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I  most  organizations  also  hinder  com- 
mies' ability  to  adapt  to  the  rapidly 
langing  technology  of  the  downsized 
orld.  Ron  Peri,  chief  technical  officer 
r  The  Ultimate  Corp.,  a  firm  that  helps 
)wnsized  corporations  support  down- 
ized  operations,  calls  this  "analysis 
iralysis."  "Typically,  decisiormiaking 
cles  in  corporations  take  six  months 
a  year,"  he  says.  "Yet  the  product 
ves  of  most  desktop  hardware  and  soft- 
are  products  are  less  than  six  months." 
y  the  time  a  purchasing  decision  has 
:en  made,  a  new  generation  of  products 
as  appeared  on  the  market,  and  the 
ecisionmaking  process  needs  to  start  all 
iver  again. 

To  comphcate  matters,  many  ven- 
ors  have  turned  out  to  be  notoriously 
aept  at  predicting  when  their  products 
»^ill  be  available.  "Companies  like 
*licrosoft  tell  you  which  month  to 
:xpect  their  software,"  says  consultant 
Turrid.  "They  just  don't  get  the  year 
ight.  IS  professionals  unfamihar  with 
he  players  in  the  PC  world  might  not 
nderstand  how  unreliable  these  so- 
called  deHvery  dates  are." 

Despite  aU  this,  downsizing  pioneers 
y  the  long-term  results  are  encourag- 
ng — just  be  prepared. 

"You  need  to  be  able  to  fail,"  says 
lay  Caron,  president  of  Cigna  Systems, 
^on  piloted  insurer  Cigna  Corp.'s  first 
eengineering  project  in  1987  with  so 
nuch  success  that  he  was  directed  to 
luplicate  his  efforts  throughout  the 
:ompany.  Caron  says  that  if  he  had 
reported  a  100-percent  success  rate  to 
Cigna  CEO  Bill  Taylor,  Taylor  wouldn't 
lave  beHeved  him.  Nor  should  he  have, 
says  Caron.  "Taylor  understands  how 
things  work.  He  knows  what  the  world 
is  about."  Not  all  CIOs,  however,  are  for- 
tunate enough  to  work  for  CEOs  with 
this  attitude.  Caron  admits  that  he 
doesn't  know  Kow  he  would  have  gotten 
through  the  process  without  this  top- 
evel  support.  "BeHeve  me,  this  is  not  for 
the  faint  of  heart,"  he  says. 

Texas  Instruments 

.Downsizing  pays — once  the 
infrastructure  is  in  place 

After  listening  to  Ralph  Szygenda 
talk  about  downsizing,  you'll  think 
twice  about  begirming  a  major  project. 
And  Szygenda  is  one  of  distributed  com- 
puting's most  fervent  enthusiasts. 


Sending  the  old  mainframe  to  Uzbekistan  may  seem  to  be  a  win-win  proposition, 
but  shifting  to  the  trendy  stack  o'  desktops  approach  can  be  a  delicate  balancing  act. 


As  vice-president  and  manager  of 
Texas  Instruments'  Information  Sys- 
tems and  Services  division,  based  in  Dal- 
las, Szygenda  and  TI  first  looked  to 
downsize  internal  computer  operations 
in  the  mid-1980s.  At  that  time,  TI  had 
37  computer  centers  scattered  around 
the  globe.  Each  was  equipped  with  IBM 
mainframe  computers,  large-scale  soft- 
ware that  had  to  be  Hcensed  separately 
for  each  site  and  hordes  of  support  staff. 
These  data  centers  suppUed  computing 
power  to  TI's  various  business  units.  TI 
management  thought  it  could  save 
money  by  consohdating  large-scale  sys- 
tems operations  in  a  handful  of  sites  and 
putting  more  power  into  smaller,  distrib- 


uted systems  that  would  reside  in  indi- 
vidual departments.  Today  there  are  four 
data  centers;  in  1994  there  will  be  just 
one.  The  company  expects  to  save  $23 
million  annually  from  this  consolida- 
tion, Szygenda  says.  However,  this  fig- 
ure is  slightly  misleading:  Before  it 
approaches  an  amount  anywhere  near 
this,  TI  will  have  had  to  pump  tens  of 
millions  of  dollars  into  building  a  dis- 
tributed computing  support  structure 
that — after  nearly  a  decade  of  planning 
and  development — is  still  not  yet 
mature,  says  Szygenda. 

"It  was  clear  that  we  needed  to  move 
to  a  distributed  architecture,"  he  says. 
"What  wasn't  clear  was  how  long,  and 
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how  costly,  the  process  would  be." 

But  TI  is  not  sorry  to  have  embarked 
upon  this  course,  and  Szygenda  is  proud 
of  liis  record  of  success.  Today  TI's  glob- 
al information  network  includes  1 7  IBM 
or  IBM-compatible  mainframes,  nearly 
50,000  PCs  and  3,900  midrange  or  mini- 
computers. More  than  62,000  employ- 
ees at  344  sites  around  the  world  rely  on 
this  distributed  network  for  everything 
from  marketing  and  sales  support  to 
manufacturing  operations. 

Szygenda  estimates  that  after  the  ini- 
tial infrastructure  investment,  compa- 
nies can  expect  the  computing  costs  of 
downsized  appUcations  to  be  one-half  to 
two-thirds  of  what  they  once  were.  For 
example,  TI  expects  to  save  $30  milhon 
annually  when  its  client/server  infra- 
structure is  complete,  he  says.  While 
these  are  not  insignificant  figures,  Szy- 
genda says  that  companies  shouldn't 
expect  to  see  this  kind  of  cost  reduction 
until  five  years  or  more  after  they've  ini- 
tiated their  downsizing  efforts. 

Burlington  Coat  Factory 

When  the  downsizing  transition 
hurts  the  core  business 

Burlington  Coat  Factory  Warehouse 
Corp.  has  learned  its  downsizing  lessons 
the  hard  way.  Headquartered  in  its 
namesake  town  in  New  Jersey,  Burling- 
ton is  at  the  end  of  a  major  downsizing 
project:  IS  manager  Michael  Prince 
finally  bid  a  fond  farewell  to  his  main- 
frame in  January.  He  anticipates  that  by 
moving  to  a  distributed  Unix  network 
rather  than  up  to  the  proprietary  IBM 
mainframe  required  to  accommodate 
Burlington's  growth,  his  firm  will  save 
at  least  $3  million  annually.  This  is 
music  to  the  ears  of  Burlington's  board 
of  directors. 

But  these  savings  will  have  been 
achieved  at  some  pain. 

Prince  will  be  the  first  to  admit  that 
the  downsizing  project — originally 
scheduled  to  take  two  years  and  now 
entering  its  fourth — had  its  drawbacks. 
Constrained  by  a  skeletal  technical 
staff.  Prince  was  forced  to  "freeze" 
Burlington's  Bull  mainframe-based  mer- 
chandising database — the  all-important 
source  of  information  about  who's  buy- 
ing what,  and  where — to  put  full 
employee  effort  into  developing  a  new 
Oracle  relational  merchandising  data- 
base that  would  run  on  powerful  Urux 
machines  from  Sequent  Computer  Sys- 


tems. "We  ended  up  impacting  the  busi- 
ness negatively  during  a  period  of 
tremendous  growth,"  admits  Prince. 
"And  we  lost  an  awful  lot  of  credibihty 
with  key  Burlington  merchandising 
managers — ^who  run  this  company — as 
a  resvJt."  Despite  this,  Burlington  per- 
formed well  in  1992:  Sales  increased 
10.8  percent,  profits  increased  26.8  per- 
cent and  11  new  stores  were  opened, 
bringing  the  total  to  169  locations  in  39 
states. 

But  the  company  could  have  done 
even  better.  Prince  admits.  Still,  he's 
optimistic  that  with  the  flexible  and 
cost-efficient  downsized  architecture  in 
place,  Burlington  is  poised  to  reap  the 
advantages  of  downsizing. 

Cigna  Insurance 

Downsizing  is  not  for  the  faint  of  heart 

Don't  try  to  glorify  downsizing  to 
either  Ray  Caron  or  Francine  Newman. 
They  are  all  too  famiHar  with  the  ago- 
nies that  can  accompany  even  the  most 
successful  project. 

Caron  and  Newman  are  at  the  fore- 
front of  a  massive  reengineering  effort 
that  is  transforming  the  giant  insurer 
from  a  sluggish,  high-overhead  opera- 
tion into  one  that  can  compete  in  a 
world  in  which  hurricanes,  riots, 
firestorms  and  earthquakes  are  causing 
insurance  payouts  to  skyrocket.  Caron, 
president  of  Cigna  Systems,  and  New- 
man, president  of  Cigna  RE,  one  of  the 
company's  reinsurance  arms,  agree  that 
the  effort  takes  an  iron  wiU.  They  won 
an  award  for  their  efforts — the  1992 
Partners  in  Leadership  Award  from  the 
Society  for  Information  Management — 
and  cut  Cigna  RE's  1991  costs  by  25  to 
30  percent.  Still,  their  project  nearly 
failed  before  it  got  off  the  ground. 

An  initial  poor  choice  of  consultant 
was  nearly  fatal.  Then,  bickering 
between  Caron's  technical  staff  and 
Newman's  business  employees  almost 
dealt  the  death  blow  to  their  downsiz- 
ing partnership.  But  they  persisted.  The 
consulting  firm  was  fired;  the  original 
head  of  the  project  team  was  replaced, 
and  over  the  next  18  months  a  success 
story  began  to  take  shape — slowly. 

"We  had  a  number  of  false  starts," 
Caron  admits.  "A  number  of  people 
within  management  and  on  the  project 
team  simply  weren't  up  to  the  job.  We 
replaced  them  and  went  on." 

Ian  Drewette,   vice-president  of 


Cigna  Systems,  took  over  six  months 
into  the  project  and  had  to  deal  with^ 
sagging  morale,  escalating  costs  and 
immature  technology.  The  company 
had  aheady  decided  to  use  IBM's  OS/2 
operating  system  for  the  LAN-based 
apphcations,  and  Drewette  was  forced 
to  work  with  a  buggy  and  largely  undoc- 
umented prerelease  version  of  the  soft- 
ware. Cost  overruns  were  rampant:  The  I 
$3  milhon  project  went  more  than  30 1 
percent  over  budget  before  completion. 
"But  we  actually  got  a  retum  on  our  I 
investment  much  more  quickly  than  I 
we  had  anticipated,"  Drewette  says,[ 
adding  that  development  costs  were] 
recovered  within  two  years. 

The  company's  dependence  on  its  I 
second  consulting  firm  became  one  of  I 
its  unanticipated  costs.  Cigna  seriously! 
underestimated  the  length  of  time  it| 
would  take  to  wean  itself  from  Sym- 
metrix,  a  Lexington,  Mass. -based  con- 
sultancy that  helped  guide  the  insurer! 
through  the  downsizing  maze.  "Wei 
thought  it  would  take  us  about  eight 
months  to  reduce  our  dependency  on 
Symmetrix,  but  the  transition  easily  | 
took  double  that  time,"  says  Drewette. 

Cigna  was  going  for  more  than  just  I 
smaller  and  less  expensive  systems.! 
Reengineering  meant  radically  changing  | 
the  way  the  insurer  did  everything  from! 
answering  customer  service  calls  to  I 
writing  new  pohcies.  "Most  people  aski 
me  about  the  dollars  and  cents  wej 
saved,"  says  Newman.  "That  was  I 
important,  but  more  critical  was  that  J 
we  changed  the  way  the  organization! 
functioned."  Newman's  division  is  now 
managed  by  employee  teams.  The  deci- 
sionmaking hierarchy  was  flattened,} 
and  many  jobs  were  either  ehminated  orj 
completely  redefined. 

Downsizing  eventually  pays  off,  says  J 
Caron.  "But  it's  incredibly  hard  work! 
and  not  always  successful.  You  must  be  J 
prepared  to  be  persistent  and  give  itj 
your  undivided  attention." 

McGaw  Inc. 

CIO  fan  Prokop  embarks  on  a  third^ 
downsizing  effort — with  caution 

As  a  20-year  systems-managemenfi 
veteran,  Jan  Prokop  has  earned  a  reputa^ 
tion  for  rescuing  companies  that  ha\ 
fallen  prey  to  computing  myths.  Todayjj 
although  the  prevailing  business  wine 
are  blowing  CEOs  toward  downsizi 
touting  tremendous  cost  savings  anc 
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Informix 

Database  Technology  Helps 

KFC  Achieve  "101%" 

Customer  Satisfaction. 


When  KFC,  the  world's  largest  chicken  restaurant  chain,  wanted  to  ensure 
more  efficient  and  competitive  operations,  they  turned  to  us,  Informix,  the  experts 
in  UNIX*  relational  database  management  systems. 
Consolidated  Store  Information. 

KFC  needed  a  data  consolidation  system  that  would  allow  management 
to  take  a  more  comprehensive  look  at  their  international  business. They  needed 
a  system  to  track  and  analyze  operations  at  the  store  and  regional  level,  includ- 
ing data  on  sales,  labor  produaivity,  product  cost  efficiency,  and  customer  service. 
And  they  needed  the  system  to  help  them  respond  to  changes  as  quickly  as  possible. 

KFC  chose  Informix's  UNIX  database  solution. 
A  Strategic  Move  to  UNIX. 

KFC  targeted  UNIX  and  open  systems  as  their  environment  because  of 
flexible  network  interoperability  and  the  availability  of  leading  relational  database 
technology.  With  the  Store  Data  Consolidation  system  successfully  up  and 
running,  KFC  is  using  the  same  technology  to  roll  out  a  financial  accounting 
system,  and  a  franchise  information  system  that  tracks  KFC  franchises  on  a 
global  basis. 

KFC  and  thousands  of  other  companies  have  called  on  us  for  over  12  years 
to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-iFMX. 


rj  INFORMIX' 

THE  UNIX  DATABASE  EXPERTS. 


Canada  and  Latin  America  415  926-6300.  Europe  44  784  240  444.  Asia/Pacific  65  298  1716 
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Cigna  Insurance  survived  downsizing,  but  only  after  false  starts  caused  in-house 
bickering,  sagging  morale,  escalating  costs,  casualties  and  overheated  software. 


those  already-tired  '90s  buzzwords — 
information-empowered  employees, 
Prokop  warns  companies  to  watch  their 
backs.  Now  vice-president  and  CIO  of 
McGaw  Inc.,  Prokop  is  guiding  his  third 
corporation  through  a  major  downsizing 
effort. 

"It's  definitely  worth  it,  or  I  wouldn't 
have  taken  on  this  project,"  says 
Prokop.  "But  a  lot  can  go  wrong." 

He  knows  whereof  he  speaks.  Five 
years  ago,  Prokop  was  brought  in  to  sal- 
vage the  operations  of  a  Northem  Cal- 
ifornia-based manufacturer  of  window 
coverings.  Originally  hired  to  take  over 
a  faltering  systems  downsizing  project, 
Prokop  ended  up  pulling  the  firm  back 
from  the  brink  of  financial  disaster. 
"The  CEO  was  so  fascinated  with  the 
Holy  Grail  of  downsizing  that  he  forgot 
to  be  skeptical  of  the  vendor's  sales 
pitch,"  says  Prokop. 

What  went  wrong?  Everything.  A 
prominent  hardware  vendor  anxious  to 


push  its  latest  machine  painted  a  glori- 
ous scenario  of  the  milhons  of  doUars 
the  company  could  save  by  scrapping  its 
IBM  mainframe  and  moving  to  a  distrib- 
uted Oracle  relational  database.  The 
vendor  had  been  hired  to  provide  not 
only  the  hardware  but  also  the  consult- 
ing services  that  would  supposedly  get 
the  new  applications  up  and  running 
within  90  days.  But  the  vendor  had  no 
experience  in  that  software  environ- 
ment. "It  turned  out  that  no  one  on  the 
vendor  team  had  actually  used  Oracle, 
much  less  attempted  to  operate  it  on 
the  hardware  sold  to  the  company," 
says  Prokop,  who  was  called  in  when 
the  project  began  to  totter. 

The  system  went  up  in  smoke  but 
not  before  taking  the  entire  accounts 
receivables  database — the  lifeblood  of 
the  company — with  it.  Dazzled  by  the 
vendor's  promises,  the  company  had 
already  transferred  all  of  its  critical 
financial  and  customer  files  to  the  new 


machine,  as  well  as  laid  off  the  system  > 
staff  that  had  formerly  looked  after  that 
database.  The  company  lost  $5  milhon,' 
and  "that's  just  what  they  could  count," 
says  Prokop.  "This  brought  the  compa- 
ny to  its  knees." 

Prokop's  first  move  was  to  jettison 
the  existing  project.  Using  Unix  work- 
stations from  Sun  Microsystems,  he 
built  an  Ingres  database  ruiming  over 
an  Ethernet  network  and  slowly 
brought  the  company's  operations  back 
up.  He  found  the  lesson  extraordinarily 
useful — not  least  because  the  debacle 
never  became  pubhc.  Although  news  of 
the  original  downsizing  contract  had 
been  trumpeted  throughout  the  com- 
puter industry — assuming  a  place  in 
the  growing  downsizing  folklore — ^both 
the  vendor  and  the  client  company 
kept  mum  about  the  tale's  unhappy 
ending. 

Prokop's  second  downsizing  assign-  j, 
ment  was  at  Telogy,  Inc.,  Redwood 
City,  Calif.,  where  he  moved  the  com- 
pany from  a  Hewlett  Packard  3000 
minicomputer  onto  a  Novell  local  area 
network. 

Since  September  1992,  Prokop's  task 
has  been  to  provide  Irvine,  Calif. -based 
McGaw  with  a  computer  system  that 
can  support  the  fierce  price  slashing  and 
dog-eat-dog  competition  of  today's 
health  care  products  and  services  mar- 
ket. "My  mission  here  is  to  make  the 
hurt  go  away,"  he  says.  And  it's  going  to 
take  more  than  just  a  Band- Aid. 

In  a  newly  created  position  that 
reports  to  the  COO,  Prokop  has  budget- 
ed $6  milhon  and  scheduled  three  years 
of  backbreaking  technical  design,  pro- 
gramming and  engineering  activities  in 
order  to  put  critical  data  into  the  hands 
of  McGaw  employees.  This  will  mean 
reducing  the  company's  dependence  on 
its  existing  IBM  3081  mainframe,  which 
houses  300  databases,  none  of  which 
talk  to  each  other.  Prokop  intends 
eventually  to  replace  the  mainframe 
with  interlocking  databases  that  will 
reside  fluidly  on  a  web  of  networked  j 
PCs,  the  traditional  downsizing  archi- 
tecture being  heralded  in  executive! 
suites  from  coast  to  coast.  But  ask 
Prokop  about  his  expectations,  and  he 
will  speak  cautiously,  taking  special 
care  to  temper  the  hopes  of  his  boss, 
McGaw  COO  John  Schaefer. 

"I've  made  it  clear — hopefully — that 
we  aren't  going  to  save  miUions  of  dol-J 
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Will  business  reorganization  in  the  '90s  make  the  traditional  CEO  obsolete? 


Can  you  profit  from  an  alliance  with  your  biggest  competitor? 


Is  your  Information  Technology  investment  delivering  everything  it  promised? 


Find  out  for  yourself. 


Enterprise  ^93 

PROFIT  THROUGH  INFORMATION  ACCESS 

Come  to  a  world-class  executive  conference  and  showcase  devoted  to  the  impact  of  Information  Technology  on  the  critical 
business  issues  of  the  '90s.  Hear  the  hard  facts  from  CEO's  and  industry  experts  like  Lester  Thurow,  Malcolm  Forbes,  Jr., 

and  Dr.  Michael  Hammer.  Discuss  winning  strategies  with  executives  who've  used  Information  Technology  to  solve 
their  real-world  problems.  Network  with  other  CEO's,  key  government  officials  and  international  executives  from  a  wide 

range  of  enterprises.  Enterprise  '93  will  be  held  in  Boston,  June  16-18. 

To  find  out  more  about  the  one  conference  you  can't  afford  to  miss,  call  1-800-225-4698. 


Co-hosted  by: 


HN  Information  Systems  Inc. 
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cuS'tom-er-lze\kus-t9-m9-rize'\vr  1:  to  make  a  com- 
pany more  responsive  to  its  customers  and  better  able 
to  attract  new  ones  2 :  to  customerize  an  organization's 
information  strategy,  e.g.,  to  extend  systems  capabilities 
to  field  locations  and  other  points  of  customer  contact 
and  support  3:  what  Unisys  Corporation  does  for  a 
growing  roster  of  companies,  and  government  agencies, 
worldwide   syn  see  customer  service,  competitive 

EDGE,  BUSINESS-CRITICAL  SOLUTIONS,  REVENUE  GENERATION 
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nisys  just  added  new 
meaning  to  the  language 

of  business. 


Customerize. 


Nobody  can  accurately  predict 
corporate  America's  future.  But 
lere  is  one  thing  we  all  know:  For 

organization  to  achieve  its  poten- 
|iial,  customer  service  must  be  a 
)usiness  goal. 

That's  why  Unisys  has 
leveloped  a  powerful  initiative - 
fusTOMERiZE.  This  new  approach 
enables  businesses  to  offer  customers 
the  advanced  customer  service  cru- 
cial in  an  increasingly  competitive 
lenvironment.  Our  experienced  ser- 
hices  professionals  work  with  you  to 

IO1993  Unisys  Corporation. 


design  an  information  strategy  that 
extends  your  full  capabilities  all  the 
way  to  the  points  of  customer 
contact-where  revenue  is  generated. 
And  with  a  customerized  infor- 
mation flow,  you'll  be  more  responsive 
to  customers  and  better  able  to  meet 
their  needs.  You'll  also  be  more 
strategically  positioned  to  nurture 
customer  loyalty,  generate  new 

UNiSYS 

We  make  it  happen. 


business  and  achieve  major  gains 
within  your  own  organization  in  pro- 
ductivity and  control.  All  of  which 
facilitates  reduced  costs  and  in- 
creased revenues. 

With  decades  of  experience  dedi- 
cated to  helping  our  customers  serve 
their  customers,  Unisys  is  uniquely 
qualified  to  customerize  your  business. 

CaU  us  at  1-800-874-8647,  ext.  10, 
for  your  complimentary  customerize 
Information  Kit.  And  ask  how  we  can 
help  put  you  on  the  same  page  as  your 
customer. 

CUSTOMERIZE  Services  are  a  service  mark  of  Unisys  Corporation. 


—  Quick    Studies 


lars.  I've  told  him  not  to  listen  to  the 
hype,"  says  Prokop,  who  expects 
McGaw  to  break  even  in  systems  costs 
after  the  initial  investment  in  hardvs^are, 
software  and  development  hours. 

American  Management  Systems 

Double  the  money  and  still  counting 

Dr.  Jerrold  Grochow's  disbelief  in  the 
cost  savings  promised  by  downisizing 
proponents  sounds  like  heresy  to  those 
famihar  wdth  dov^nisizing  Hterature.  But 
experienced  companies  say  Grochow  is 
right  on  the  money. 

American  Management  Systems' 
vice-president  and  chief  technology  offi- 
cer is  a  frequent  speaker  on  the  subject 
of  dov/nsizing,  and  as  that  topic  has 
growTi  in  importance,  so  too  has  Gro- 
chow's demand  on  the  conference  cir- 
cuit. At  a  talk  he  gave  on  the  hidden 
costs  of  dowmsizing  at  a  Boston  Univer- 
sity-sponsored conference,  one  attendee 
complained  that  he  didn't  come  to  a 
downsizing  conference  in  order  to  be 
discouraged.  But,  says  Grochow,  "it's  no 
bed  of  roses." 

He  beheves  that  most  corporations 
grossly  underestimate  the  total  costs  of 
downsizing.  While  stressing  that  there 
are  substantial  long-term  benefits  to  be 
gained,  he  adds  that  it's  important  for 
companies  to  remember  that  they  are 
just  that:  long-term. 

Grochow  can  back  up  this  state- 
ment v^dth  personal  experience.  AMS  is 
currently  dov^nisizing  one  of  its  flagship 
products — a  financial  reporting  system 
used  by  a  number  of  multinational 
banks — from  an  IBM  MVS  mainframe 
Unix  solution  to  an  OS/2  LAN-based 
package.  AMS  originally  anticipated 
that  the  project  woiold  cost  less  than  $1 
million.  "But  it's  easily  double  that 
already,  and  we're  not  finished,"  Gro- 
chow says. 

The  main  culprit  behind  the 
increased  expense  is  the  lack  of  com- 
mercially available  products  to  support 
the  new  system  once  it  is  installed  at 
AMS  customer  sites.  Within  the  con- 
text of  computer  software,  "support" 
spans  a  broad  range  of  activities  from 
backing  up,  or  rephcating,  critical  data 
in  case  of  system  failure  to  putting  in 
place  security  measures  that  will  pre- 
vent unauthorized  personnel  from 
accessing — and  altering — sensitive 
information  to  helping  employees  who 
have  questions  or  problems  with  the 


complex  hardware  and  software  that 
now  sit  on  their  desktops. 

In  the  past,  most  corporate  software 
users  had  terminals  with  no  resident 
inteUigence,  or  processing  power.  Any 
problems  could  generally  be  diagnosed 
and  fixed  from  the  master  controls  of  a 
central  computer  room.  But  so-callfed 
inteUigent  workstations  have  changed 
all  that.  As  computing  power  becomes 
distributed  throughout  a  corporation, 
often  in  dozens  if  not  hundreds  of  build- 
ings, cities  and  even  countries,  diagnos- 


Lockbeed 

Prepare  to  expand 

the  scope  of  your  project 

"Expect  to  find  more  things  to  fix 
than  you  originally  anticipated  and  for 
the  scope  of  your  project  to  broaden," 
advises  Steve  Swenson,  manager  of 
computing  services  at  Lockheed  Missile 
&  Space  Co.'s  RSdl)  division  in  Palo 
Alto,  CaHf . 

A  directive  came  from  the  division's 
general  manager  to  reduce  the  materials- 
procurement  time  for  rapid-tumaround 


A  broken  sprinkler  system  in  the  New  York  liecidciucirters  of  Avon  Products  sonketl 
cm  entire  floor  and  almost  sent  a  vital  desktop  network  to  Davy  Jones'  lockei. 


ing  problems — ^much  less  fixing  them — 
becomes  problematic,  labor-intensive 
and  prohibitively  expensive.  Corpora- 
tions that  cheered  the  idea  of  putting  so 
much  cheap  power  into  their  employ- 
ees' hands  are  now  discovering  the  high 
cost  of  keeping  that  power  there. 

"We've  had  25  years  of  experience  in 
supporting  mainframe  systems,"  says 
Grochow.  "We've  had  exactly  two  years 
of  experience  with  downsized  systems. 
It  shows.  We're  learning  as  we  go." 


experiments.  The  total  procurement 
cycle — from  filling  out  the  first  form  to 
placing  an  order  for  the  product — took 
15  working  days.  "We  were  told  to 
reduce  that  to  two  days,"  he  says. 

But  that  was  only  the  start.  The  pro- 
ject mushrcxjmed  as  Swenson  began  dig- 
ging into  the  problem.  Although  the 
mainframe-based  procurement  tracking 
program  was  somewhat  inefficient,  he 
found  that  "30  percent  of  all  purchase 
requisitions  were  bounced  back  due  to 
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Need  A  Plain  Paper  Fax 

With  The  Lowest  Cost-Per-Copy?  You  Need 

-Sharps  Winning  Game  Plan  For  Fax.''  . 


"■  Bill  Walsh 
Championship  Coach 


l^^-^lir- 


\ 


In  football,  you  concentrate  on  winning  a  few 
yards  at  a  time.  In  business,  it's  pennies.  [AMrwofsi 
That's  why  Sharp,  the  #1  fax  company,  ^ 
has  a  Winning  Game  Plan  for  business.     "  - 

CAW  /IWWfT 

A  booklet  that  can  help  you  find  the  [siMqiw 
plain  paper  fax  with  the  lowest  cost-per-copy 
in  the  industry. 

Like  Sharp's  FO-4800  Plain  Paper  Laser  Fax  - 
with  a  15,000  copy  toner  cartridge  that  can  last 
years,  not  months.  Plus  a  compact,  desktop  size  with 
front-loading  trays  and  small  footprint.  Advanced 
features  like  collated  output.  500-sheet  capacity. 
125  fax  and  25  voice  number  autodialer. 

And  Sharp's  FA.S.I  remote  diagnostic  system 
that  signals  your  dealer  for  maintenance. 

So  if  you're  committed  to  squeezing  more 
value,  more  productivity  out  of  every  penny,    ^ '   ' 
call  for  Sharp's  Winning  Game  Plan  booklet 
today.  Or  fax  1-  800-3-SHARP-3.  ^   .7 

It'll  put  you  right  where  you  want      "'^  ^^ 
to  be.  In  the  winning  position.  ^ 

CALL  1-800-BE-SHARP  FOR      'V 
YOUR  WINNING  GAME  PLAN  FOR  FAX.     ^ 
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FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 
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Quick    Studies 


human  error."  Missing  information, 
erroneous  codes  and  other  things  that 
could  have  been  caught  in  an  early  "san- 
ity check"  were  not  discovered  until  late 
in  the  purchasing  cycle,  Sv^^enson  says. 

With  the  aid  of  an  artificial  inteUi- 
gence-based  tool  called  Nexpert  from 
Neuron  Data,  an  expert  system  v^^as 
designed  that  runs  in  a  client/server 
configuration  from  a  DEC  VAX  host  and 
is  deUvered  to  800  networked  PCs  and 
Macintosh  computers.  The  procure- 
ment cycle  has  been  whittled  down  to 
3.5  days.  Swenson  still  expects  to  hit 
the  2-day  goal  by  the  end  of  the  project. 

But  it  has  taken  longer — and  cost 
more — than  anyone  anticipated.  The 
apphcation  was  originally  scheduled  to 
be  completed  in  15  months  and  cost 
$175,000.  Two  years  and  $350,000  later, 
the  system  is  still  being  refined.  "But 
we've  solved  a  lot  more  business 
process  issues  than  we  anticipated 
when  we  began,"  Swenson  says. 

Rockwell  International 

Looks  are  deceiving 

One  of  the  chief  dangers  of  reengi- 
neering  is  that  the  machines  used  in 
downsized  operations  don't  look  as 
powerful  as  they  are.  Thus,  companies 
sometimes  treat  them  in  a  cavalier  fash- 
ion. "It's  essential  not  to  be  misled  by 
this,"  warns  Fred  Denton,  director  of 
information  systems  at  Rockwell  Inter- 
national's digital  communications  divi- 
sion in  Newport  Beach,  Calif.  Denton  is 
happy  with  a  downsizing  project  he 
completed  last  year  but  admits  there 
were  a  number  of  surprises. 

When  he  began  the  project,  the  mid- 
sized Prime  computer  that  ran  all  of  the 
purchasing,  receiving  and  manufactur- 
ing applications  for  the  site  had  "run 
out  of  gas."  Employees  found  them- 
selves staring  at  their  screens,  waiting 
minutes  for  the  centralized  computer  to 
process  even  the  most  simple  request. 

Denton  had  two  options.  He  could 
move  the  division's  applications  to  a 
more  powerful  Prime  computer  or 
downsize  them  onto  a  network  of 
smaller  systems.  The  Prime  replace- 
ment would  cost  $500,000,  while  a 
solution  using  IBM  Unix  workstations 
would  cost  $200,000.  The  choice 
seemed  obvious.  Not  so  obvious  were 
the  enormous  performance  benefits  to 
be  reaped  from  moving  to  the  desktop 
machines,  says  Denton,  who  was 


"blown  away"  when  he  measured  the 
power  of  the  IBM  RS/6000  machine 
against  the  Prime  solution. 

"We  reahzed  we  were  going  to  get 
10  to  100  times  better  performance, 
depending  on  the  apphcation,"  Denton 
says.  But  it  still  took  some  major  men- 
tal readjustments  to  get  used  to  having 
this  kind  of  power  on  the  desktop,  he 
notes.  The  RISC  PC  look-aHkes  support 
18  major  applications  and  400  users 
stretched  out  from  California  to  Texas 
to  Mexico. 


Along  v^th  the  performance  boost 
came  high  support  costs — much  higher 
than  Rockwell  had  anticipated.  "We 
didn't  realize  at  first  how  many  people 
we  were  going  to  need  to  support  this 
itty -bitty  box,"  says  Denton.  To  pro- 
vide round-the-clock,  365-day-a-year 
support  for  a  machine  the  size  of  a 
small  filing  cabinet,  four  operators  are 
needed:  a  full-time  systems  program- 
mer and  three  dedicated  applications 
programmers.  "We  needed  just  as 
many  support  personnel  as  we  did  with 


Downsizing  Up  the  Career  Ladder 

In  downsizing's  infancy,  companies  faced  resistance  from  information  sys- 
tems staffs  that  found  the  new  technology  so  daunting  and  threatening  that  they 
were  abandoning  ship  faster  than  they  could  be  trained.  Now  the  problem  has 
reversed  itself:  Downsizing  skills  are  in  such  high  demand — ^and  subsequently 
command  such  high  salaries — that  once  employees  have  accumulated  a  mod- 
icum of  dowTisizing  experience,  they  are  urgently  courted  by  competing  firms. 

Cigna  Corp.'s  Ian  Drewette,  vice-president  of  Cigna  Systems,  says  that  only 
one  in  13  IS  workers  made  it  through  Cigna  RE's  initial  downsizing  project. 
"Most  people  couldn't  make  the  transition,"  he  says.  Those  who  did,  however, 
are  difficult  to  retain.  In  1992,  Cigna  lost  a  number  of  its  most  valuable  IS  work- 
ers to  competing  insurance  companies  just  beginning  the  downsizing  process. 
These  companies  wanted  experienced  hands  on  deck.  As  a  result,  Cigna  had  to 
enhance  the  job  classification  of  technical  workers  two  notches,  and  increase 
salaries  proportionally. 

Cheryl  Currid,  president  of  consulting  firm  Currid  &.  Co.,  remembers  being 
called  by  a  Fortune  500  CFO  who  had  read  an  article  about  downsizing  in  an  air- 
line magazine.  He  didn't  understand  why  a  pilot  test  of  a  small  database  run- 
ning on  a  PC  network — designed  and  built  upon  his  orders — ^had  failed  miser- 
ably; he  called  Currid  in  to  take  a  look.  "It  was  clearly  a  case  of  sabotage,"  says 
Currid.  "The  IS  staff  didn't  want  to  deal  with  the  new  technology."  In  effect, 
the  programmers  had  rigged  the  test  so  that  information  was  stored  in  a  highly 
fragmented  way;  searching  for  the  answer  to  routine  queries  took  four  times  ia| 
longer  than  it  should  have.  "When  I  saw  what  they  had  done,  I  just  shook  my 
head,"  she  says.  That  team  was  subsequently  fired,  and  the  CFO  continued  tak- 
ing his  company  down  reengineering's  inexorable  path. 

When  word  came  down  the  pipeline  at  Motorola  Inc.'s  $3  biUion  General    j 
Systems  Sector  that  the  mainframe  would  soon  be  history,  a  number  of  IS    I 
workers  quit  rather  than  face  a  working  environment  without  big  iron.  And    j 
many  of  the  remaining  workers  grumbled,  says  Wilham  Connor,  vice-president 
of  information  technology  for  the  division.  Now,  however,  GSS  has  a  handful  of 
frustrated  people  stuck  maintaining  the  mainframe.  "They  can't  wait  to  get  off 
that  job,"  says  Connor.  "Everyone  sees  the  writing  on  the  wall.  They  know 
where  future  jobs  are  going  to  be." 

Companies. that  have  experienced  the  painful  process  of  reducing  staff  say 
that  being  candid  about  the  possibihty  of  layoffs  is  essential.  Paul  Flanagan,  CIO 
of  the  Christian  Broadcasting  Network,  in  Virginia  Beach,  Va.,  called  a  meeting 
to  tell  his  operations  staff  that  half  of  them  would  be  without  jobs  at  the  end  of 
the  downsizing  project.  To  ease  the  pain,  Flanagan  decided  to  train  all  technical 
workers  in  the  new  technologies  so  that  "even  the  employees  we  have  to  let  go 
will  be  more  marketable." 
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Protection  from  a 
Different  Perspective. 


A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national  presence. 
Strength  and  stability  with  experience  and  innovation. 

A  perspective,  for  example,  that  views  an  environment  of  rapidly 
expanding  technology  as  a  challenge  to  develop  sophisticated 
new  coverage  for  information  systems  and  medical  diagnostic 
equipment. 

For  protection  from  a  different  perspective,  get  behind  the  shield. 


Royal  Insurance 


Your  Shield  Against  the  Unexpected. 

©  Royal  Insurance,  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 


Executive  Vu 


William  M 


Ho\A/  can  you  capitalize  on 
data  systems  and  solutions? 


We're  Crestar.  With  more  than  260 
branches  in  Maryland,  Virginia  and 
Washington,  D.C.,  we're  convenient  to  all 
the  places  our  customers  live,  work  or 
shop.  Customer  service  is  the  key  to  our 
success.  And  the  companies  of  Bell 
Atlantic*  play  a  significant  role  in  apply 
ing  technology  to 


Call 


provide  superior 
customer  service. 
One  way  is  our 
Retail  Automa- 
tion Network  that  depends  on  Bell 
Atlantic's  High  Speed  Data  Network. 
Only  Bell  Atlantic  had  the  infrastructure 
in  place  to  provide  the  data  solutions  we 
needed.  Thanks  to  Bell  Atlantic,  every 
location  has  immediate  access  to  all 
customer  information,  at  all  times.  This 


allows  the  branches  to  open  accounts 
and  cross  sell  additional  services  faster, 
improving  productivity  along  the  way. 
As    we    acquire    new    branches,    Bell 
Atlantic  is  there  to  help  bring  them  on- 
line  and  integrate  them  into  our  network 
within  72  hours,  sometimes  within  24 
hours.  And  Bell 
Atlantic  monitors 
•#~V~\/^^  the    entire    net' 

work  24  hours  a 
day.  The  network 
has  proven  reliable— on-line  an  astound- 
ing 99.98%.  Even  now,  they're  installing 
LANs  and  workstations  that  integrate 
many  of  our  locations.  Pleasing  the  cus- 
tomer is  our  main  goal.  Obviously,  it's  Bell 
Atlantic's  goal  too.  So  call  me,  I'll  tell  you 
how  Bell  Atlantic  was  right  on  the  money. 


ril  tell  you  how 
Bell  Atlantic  paid  off 


800'756'4636 


©Bell  Atlantic 

WeteMDrelhanjustTM 


illers  will  hear  a  recorded  message  from  Mr.  Ginther,  and  will  be  given  the  opportunity  to  leave  a  message  for  him  or  to  speak  with  a  Bell  Atlantic  representative.  *The  Bell  Atlantic  family  of  companies  includes  the  Bell 
itlintic  Systems  Group,  New  Jersey  Bell,  Bell  of  Pennsylvania,  Diamond  State  Telephone,  the  CyP  Telephone  Companies  and  other  communications  and  information  management  companies.  ©  1993  Bell  Atlantic 
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our  minicomputer,"  says  Denton. 

Bank  of  America 

Shy  of  consultants 

While  San  Francisco-based  Bank  of 
America  has  performed  a  number  of 
"peripheral"  downsizing  projects,  it  has 
yet  to  move  a  major  business  system 
from  a  mainframe  down  to  a  network, 
says  Mark  Bowler,  vice-president  of 
apphed  technology  for  Concord,  Calif. - 
based  BankAmerica'  Systems  Engineer- 
ing Group.  He  doesn't  beHeve  the  tech- 
nology is  "really  going  to  be  there  for  at 
least  18  months." 

However,  this  doesn't  mean  BofA 
has  been  inactive  on  the  downsizing 
front:  Ehiring  the  past  six  years  it  has 
been  putting  a  distributed  infrastructure 
in  place  to  facihtate  the  transition  to  PC 
computing  when  the  technology  is 
ready. 

The  company  has  learned  several 
valuable  lessons  along  the  way,  chief 
among  them  that  "every  pilot  project 
we've  done  has  taken  significantly 
longer  than  we  expected,"  says  Bowler. 
"The  learning  curve  is  steep." 

Currently,  aU  BofA  branches  use  net- 
worked PCs.  An  OS/2  LAN  cormects 
25,000  desktop  systems  throughout  the 
country.  "We've  gotten  to  the  point,  after 
much  trial  and  error,  where  we  can  keep 
the  network  up  24  hours  a  day,"  says 
Bowler.  "But  it's  taken  us  five  years." 

Bowler  also  warns  corporations  eye- 
ing the  dov^msizing  path  to  be  wary  of 
consultants  claiming  expertise  they 
probably  don't  have.  "They  don't  know 
any  more  than  you  do,"  says  Bowler. 
"You  end  up  paying  to  train  them." 

MCA 

Plan  for  lots  of 
handholding  and  cuddling 

Companies  must  also  be  careful  not 
to  forget  their  nontechnical  employees 
in  the  throes  of  reengjneering.  A  down- 
sized computer  environment  can  radi- 
cally change  their  working  hves  as  well. 

MCA  Inc.,  the  $4  biUion  entertain- 
ment conglomerate  headquartered  in 
Universal  City,  Calif.,  is  happy  with  its 
downsizing  effort,  having  successfully 
moved  a  human  resource  appHcation 
from  an  ffiM  3090  mainframe  to  a  PC 
LAN,  which  operates  at  approximately 
10  percent  the  cost  of  the  IBM  host  sys- 
tem, according  to  George  A.  Brenner, 
director  of  corporate  information  ser- 


vices for  MCA. 

But  even  here,  there  has  been  a 
downside.  "Our  users  need  a  lot  more 
handholding  and  cuddling,"  Brermer 
says.  "We've  had  to  put  a  lot  of  effort 
into  employee  training  in  order  to  teach 
people  to  be  more  attentive  to  the 
power  on  their  desktops."  ,         *. 

Indeed,  when  Brenner  became  aware 
of  networked  computing's  growing 


don't  advise  letting  your  users  go  off  on 
their  own,"  he  says. 

Motorola 

Ignoring  PCs 

Motorola  Inc.'s  $3  billion  General 
Systems  Sector  took  an  aggressive 
stance  on  downsizing  and  has  been 
astonishingly  successful,  reducing  tech- 
nology costs  by  $40  miLUon  aimually 


Downsizers  promised  Afiierican  Management  Systems  miraculous  savings,  but  the 
cost  of  moving  just  one  reporting  system  to  PCs  was  double  a  $1  million  estimate. 


importance  at  MCA,  he  created  a  special 
network  services  group  to  keep  the  net- 
work up  and  running.  Brenner  learned 
that  without  such  a  group,  panic  and 
mayhem  will  set  in  among  employees 
when  the  network  goes  down  and  fin- 
ger-pointing inevitably  follows. 

Brenner  has  also  had  to  limit  the 
freedom  of  MCA  employees.  Previously, 
different  departments  were  allowed  to 
buy  the  hardware  and  software  of  their 
choice;  now  things  are  more  tightly 
controlled.  "When  you  have  such 
diverse  groups  as  we  do — ranging  from 
recording  studios  to  film  production, 
television,  merchandising  and  adminis- 
trative activities — this  is  difficult,  but  I 


(from  3  percent  of  sales  to  just  1.2  per- 
cent), according  to  William  Connor, 
vice-president  of  information  technology 
for  the  Arlington  Heights,  111. -based  CSS. 
And  he  hopes  to  reduce  those  costs  even 
further — to  one  percent  of  sales.  Most 
astonishing  of  all.  Motorola  accom- 
plished this  downsizing  feat  without 
buying  a  single  PC. 

Until  three  years  ago,  CSS  was  a  tra- 
ditional IBM  mainframe  shop — with  a 
rigid  and  expensive  computing  architec- 
ture to  match.  Then  the  newly  appoint- 
ed president  of  the  sector,  Ed  Staiano,  in 
the  face  of  increasing  overseas  competi- 
tion and  rapidly  dropping  prices,  made 
an  executive  decision  to  downsize  all 
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hittheGRj*und  running 


The  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
"value-added  logistics"- 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
channels  change  rapidly. 

Value-added  logistics  goes 
beyond  mere  physical  distribu- 
tion, a  task  in  which  the  Netherlands 
is  already  unsurpassed  because  of 
Rotterdam's  and  Schiphol's  ideal 
locations,  and  beyond  logistics,  which 
adds  brains  to  brawn. 

Dutch  experience  in  value-added 
logistics  satisfies  your  need  to  meet 
customized  order  specifications  in 
combination  with  speedy  delivery  to 
end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the 
perfect  infrastructure  for  adding 
value  to  all  types  of  products  through 
assembly,  customization,  testing, 
burn-in  or  even  repair  activities. 

Under  the  same  roof,  you  can  repack  your  goods,  label 
them,  take  orders,  handle  invoicing,  and  offer  after  sales 
support  and  service  for  your  European  customers. 

WHEN  YOU'RE  READY  TO 'GO  THE  NEXT  STEP, 
REMEMBER:  YOU  CAN  MAKE  IT  IN  HOLLAND. 
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NEW  YORK  (212)  246-1434  •  SAN  MATEO  (415)  349-8848  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-5030 


mZ]   Please  send  me  more  information  on  the  advantages 
of  entering  or  expanding  in  the  European  market  through 
the  Netherlands. 


Name 


Title 


Company 


Telephone 


Complete  this  coupon  and  mail  or  fax  to: 

Mr.  C.A.P.  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 
(FAX)  212-246-9769 


Address 


City 


State 


Zip 


This  material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  of  the 
Government  of  the  Netherlands.  It  is  filed  with  the  Department  of  Justice  where  the  required  reg- 
istration statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of 
the  contents  by  the  United  States  Government. 
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systems.  A  former  IS  manager  himself, 
Staiano  instructed  his  staff  not  to  take 
half-measures:  Ditch  the  mainframe,  he 
said,  and  do  so  as  quickly  as  possible. 

Connor  says  that  deciding  not  to  use 
PCs  was  critical  to  the  success  of  the 
project.  Instead,  GSS  put  Unix-based  X- 
terminals  on  users'  desks.  These 
machines  can  be  more  easily  controlled 
from  a  centralized  location,  and  because 
much  of  their  inteUigence  resides  on  a 
server  (rather  than  on  a  desktop 
machine),  the  hardware  does  not 
become  obsolete  as  rapidly  as  micro- 
computer technology,  Connor  says. 

Peter  Schay,  vice-president  and  ser- 
vice director  of  Chent/Server  Logical 
View  at  the  Stamford,  Conn. -based 
Gartner  Group,  says  that  his  firm's  cost 
studies  show  that  companies  should  not 
make  any  assumptions  when  downsiz- 
ing. Unix  solutions,  previously  used 
mainly  by  the  academic  and  scientific 
communities,  are  worth  investigating 
for  commercial  enterprises. 

The  commonly  held  view  that 
chent/server  architectures  require  PCs  is 
a  myth,  according  to  Schay.  In  fact,  his 
numbers  (which  do  not  include  support 
costs)  indicate  that  a  75 -user  configura- 
tion of  networked  PCs  requires  an  ini- 
tial investment  of  $337,000  for  the  hard- 
ware alone,  while  a  similar  Unix-based 
solution  needs  just  $232,000  to  start. 
"Only  in  situations  where  a  high  densi- 
ty of  underutilized  PCs  is  already  in 
place  does  a  PC-based  solution  make 
economic  sense,"  he  says. 

UPS 

Long  live  the  mainframe 

United  Parcel  Service  sniffs  at  the 
notion  that  mainframes  will  become 
obsolete.  "That's  a  myth,"  says  Marc 
Dodge,  network  manager  for  the  $15 
bilhon  company.  "That's  not  the  real 
world.  You  can  try  to  decentralize  this 
stuff  as  much  as  possible,  but  in  many 
cases  the  amount  of  data  is  still  so  large 
that  it  needs  a  larger  system." 

Atlanta-based  UPS  has  spent  more 
than  $2  bilHon  on  systems  since  1985, 
increasing  its  technical  staff  from  90 
employees  to  the  current  count  of  3,000. 
In  addition  to  six  mainframes,  UPS  now 
has  more  than  42,000  PCs,  800  LANs  and 
69,000  handheld  computers  for  package 
tracking  and  delivery  in  1,746  offices 
and  46  countries  around  the  globe.  UPS 
uses  its  PCs  for  a  variety  of  appUcations, 


including  data  entry,  operations  control 
and  inventory  management.  Its  LAN- 
based  international  shipments-process- 
ing system  won  a  coveted  Smithsonian 
technology  award  in  1991 . 

"We  knew  we  were  falling  behind 
other  companies  in  the  transportation 
industry,"  says  Dodge,  "and  UPS  Idkd- 
ers  realized  technology  was  the  way  to 
catch  up."  The  company's  commit- 
ment to  downsizing  came  from  the 
top — from  chairman  and  CEO  Kent 
Nelson.  Given  the  challenges  of  down- 
sizing, this  level  of  support  is  essential. 
Dodge  says. 

In  the  company's  first  major  down- 
sizing project,  100  minicomputers  in 


local  UPS  offices  were  replaced  by  PC  j 
LANs,  and  parcel  tracking  systems  were  I 
decentralized.  Dodge  estimates  that  the' 
$11.8  milhon  invested  in  that  initial 
dov^Tisizing  project  was  paid  back  in 
just  11  months  by  increased  worker 
productivity.  "It  makes  no  sense  to  call 
New  York  if  you've  got  a  problem  in 
Dallas — ^not  if  you're  trying  to  improve 
your  customer  service,"  he  says.  But, 
he  adds,  "I'm  careful  to  point  out  that 
for  every  good  thing  you  can  say  [about 
downsizing],  there's  usually  a  substan- 
tial drawback." 

Alice  LaPlante  is  a  Palo  Alto,  Calif. - 
based  freelance  writer. 


A  Downsizing  CheckKst  for  CEOs 

(Give  yourself  one  point  for  each  "yes"  answer.) 


1. 
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Do  you  trust  your  QO's  business  judgment?  (If  your  answer  is  no,  skip  this 

questionnaire;  you  have  another  problem  altogether.) 

Does  your  CIO  report  directly  to  you? 

Does  your  QO  proactively  meet  the  business  challenges  of  your  organization? 

Has  your  CIO  drawn  up  a  clear  technology  plan  for  the  1990s?  (Give  yourself 

one  bonus  point  if  any  company  line  managers  have  actually  seen  this  plan.) 

Has  your  CIO  tried  to  brief  you  and  the  board  of  directors  on  this  plan? 

(Award  yourself  one  bonus  point  if  you  actually  held  the  meeting.) 

Are  PC/Unix  workstations  and  LANs  part  of  the  plan? 

Has  a  complete  cost  analysis  of  the  plan  been  done? 

Does  your  CIO  consider  things  such  as  image,  voice  and  multimedia 

technologies  to  be  part  of  the  corporate  definition  of  information! 

Has  your  CIO  demonstrated  the  potential  of  desktop  technology  to  the 

employees  who  will  actually  use  it?  (Award  yourself  one  bonus  point  if 

these  employees  were  asked  for  their  opinions  of  the  demo.) 

10.  Does  your  CIO  plan  to  increase  the  support  staff  for  a  downsized  computing 
environment? 

1 1 .  Has  your  QO  built  a  robust  network  infrastructure  that  can  handle  the 
workload  of  distributed  computing  without  crashing? 

12.  Does  your  do's  technology  plan  include  reducing  dependence  on  the 
mainframe  so  that  mainframe  costs  will  decrease  at  a  rate  greater  than  15 
percent  per  year?  (Give  yourself  one  bonus  point  if  your  CIO  has  set  a  target 
of  eliminating  all  mainframe  processing  before  1996.) 

13.  Does  your  CIO  emphasize  using  nonproprietary  hardware  and  software  so 
that  the  company  wiU  have  a  greater  choice  of  technology  suppliers,  and 
subsequently,  more  competitive  prices? 

Rating  System 

Total  points  Analysis 

14-17  Your  ao  is  probably  being  actively  recruited  by  the  competition. 

12-16  Your  ao  has  potential  but  needs  assistance  and  encouragement. 

7-11  Consider  looking  for  a  new  CIO. 

Less  than  7  Consider  a  new  CEO. 

Source:  Larry  DeBoever,  a  systems  consultant  based  in  Acton,  Mass. 
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Konica  Goes  The  Extra  Mile  For  National  Car  Rental. 


Every  day,  more  than  45,000  people  call  on  National  Car 
Rental  for  affordable,  reliable  transportation.  And  every  day, 
National  Car  Rental  calls  on  Konica.  Because  v^hen  it  comes 
to  crisp,  clean  copies,  Konica  keeps  on  rolling. 
For  more  information,  call  1-800-2-KONICA. 


©  1993  Konica  Business  Machines  U.S.A.,  Inc. 
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Twice  daily,  NEC  helps  provide  crucial 
medical  information  to  some  of  the  world's 

most  remote  locations. 

There's  a  kind  of  poverty  that  many  people  aren't  even  aware 
of,  yet  it  has  a  devastating  impact.  It  is  medical  information 
poverty.  The  harm  it  causes  can  range  from  fostering  the 
spread  of  epidemics  to  actually  keeping  health  care  workers 
in  Africa  from  receiving  up-to-date  methods  of  treating  even 
the  most  common  diseases. 

NEC  is  the  founding  corporate  sponsor  of  the  SatelLife 
program  which  links  healthcare  providers  and 
researchers  with  their  colleagues  around  the 
world.  NEC  computers  are  a  vital  link  in  the 
base  stations  that  collect  crucial  medical  informa- 
tion twice  a  day  via  satellite.  These  computers  act  as  a  hub 
for  the  distribution  of  critical  medical  information,  allowing  such  countries  as  Kenya, 
Mozambique  and  Zambia  to  obtain  a  wealth  of  vital  medical  information  within  hours 
when  it  used  to  take  weeks,  months  or  even  years. 

SatelLife  is  just  one  example  of  how  NEC's  advanced  technology  is  improving 
people's  lives.  ^u'U  find  our  products  in  corporations  large  and  small.  In  private  and 
public  institutions.  In  homes  across  the  country.  And  in  countries  around  the  world 
where  information  could  mean  the  difference  between  life  and  death. 

To  learn  more,  call  us  at  1-800-338-9549. 


Caring  through  technology. 
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I  Raoiember  Ma 


David  Potter,  CEO 
Source,  Inc. 
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Rings  a  Bel 
withYou* 


IT'S  BEEN  OVER  10  years. 
But  I  remember  clearly  when 
you  could  get  all  your  telephone  Ol  ^  1 

equipment  support  from  a  single  company.     ^jl|lf llll 
Whatever  else  it  was,  it  sure  was  secure.  -^  y 

But  in  the  90's,  the  manufacturers  are       ^  JL  ^  CULl.  JLC 

falling  all  over  each  other  to  get  out  of 
the  product  support  business.  Their  hot 
button  is  selling  new  equipment. 

So  who  do  you  call? 

Meet  your  new  phone  company:  SOURCE. 
And  welcome  back  the  security  of  added-value 
product  support. 

The  security  of  fast  parts  replacement.  All 

makes,  all  models  from  SOURCE'S  huge 
computer-tracked  inventory  of  over  25,000 
different  units. 

The  security  of  SOURCE  quality.  Millions 
invested  in  lab  facilities  and  technical  staff 

Call  today  for  your  free  copy  of 
How  to  Save  the  Phones  in  the  90's. 

1'800'624*6348 


back  our  industry's  strongest 
warranty. 

The  security  of  SOURCE 
professionals.  On  hand  24  hours  to 
keep  your  system  up. 

All  that,  plus  Source's  objectivity 
that  comes  with  being  an  independent. 

It's  no  wonder  that  big  volume  telecom 
departments  and  service  companies  rely 
on  Source  inventory  and  barcoding  to 
save  on  warehousing  costs. 

Why  is  Source  doubling  in  size  every  three 
years?  Because  we  remember.  We  remember 
who  we're  in  business  to  serve. 


SO,  NOW  WE  CAN  all  forget  about  Ma.  Just 
you  remember  there's  only  one  SOURCE.  For  all 
the  bells  and  whistles. 


Save  the  Phones!] 
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By  David  H.  Freedman 


Tt^Seed 

'^psing  the  rapid  response  advantage  of  information 
■.echnology,  the  aggressive  agronomists  at  Pioneer 
Hi-Bred  create  designer  corn  for  the  21st  century. 


M 


OST  PEOPLE  woiold  be  surprised  to 
ad  that  a  farm-seed  company  is  a 
cader  in  information  technology.  They 
shouldn't  be,  sighs  Tom  Urban,  chair- 
nan,  president  and  CEO  of  corn-seed 
loducer  Pioneer  Hi-Bred  International. 
itting  in  an  of^ce  the  size  and  color 
scheme  of  a  com  patch.  Urban  patiently 
-It  pointedly  notes  that  the  farm  indus- 
y  has  a  long  tradition  of  embracing 
chnology.  "Agriculture  has  achieved 
^-  to  40-percent  annual  gains  in  pro- 


ductivity at  times,"  he  says.  "Manufac- 
turing pales  in  comparison." 

Actually,  Urban  is  being  modest. 
Many  large  airlines  and  banks  also  pale 
in  comparison  to  Pioneer  when  it  comes 
to  information  systems.  Pioneer's  sys- 
tems have  given  the  company  a  formida- 
ble edge  in  R&X),  operations  and  market- 
ing— an  edge  that  the  company  has  par- 
layed into  dominance  of  the  com-seed 
business.  For  the  fiscal  year  ending  last 
August,  the  company  earned  $152  mil- 


lion on  sales  of  $1.3  bUlion,  taking  40 
percent  of  the  com-seed  market;  closest 
competitor  DeKalb  Genetics  earned  $10 
milhon  with  nine  percent  of  the  market. 
Twenty  years  ago  the  two  companies 
were  neck  and  neck  in  market  share. 

Among  those  who  find  Pioneer's 
technology-driven  performance  sturming 
is  Harvard  Business  School  professor 
Warren  McFarlan,  an  expert  in  the  appli- 
cation of  information  technology  for 
competitive  advantage.  McFarlan  was  so 
impressed  when  he  visited  Pioneer  six 
years  ago  that  he  joined  the  board  of 
directors.  "Everyone  thinks  that  the 
com-seed  business  means  wallowing  in 
the  mud,"  he  says.  "But  Pioneer  is 
absolutely  the  most  high-tech  company 
I'm  associated  with.  In  many  ways  it's 
similar  to  an  aerospace  company." 

Much  of  the  credit  for  Pioneer's  prof- 
itable grasp  of  technology  belongs  to  58- 
year-old  CEO  Urban.  Under  Urban's 
direction,  the  company  has  come  to 
spend  $92  milhon  a  year  on  R&D,  or 
about  seven  percent  of  net  sales,  up  two 
percent  in  the  last  six  years.  Informa- 
tion technology  in  particular  has  thrived 
imder  Urban:  The  company  spent  $31 
milHon  on  it  in  the  last  fiscal  year,  com- 
pared to  $8  million  in  1983. 

VORN-SEED  BREEDING  isn't  rocket 
science;  it's  harder.  At  its  core  is  the 
dauntingly  complex  world  of  plant 
genetics.  From  its  founding  in  1926,  the 
Des  Moines  company  has  pioneered 
the  production  of  hybrid  com,  which  is 
obtained  by  mixing  and  matching  dif- 
ferent strains  of  ordinary  varietal  com, 
each  of  which  has  been  inbred,  or  fertil- 
ized with  its  own  poUen  for  several  gen- 
erations until  its  genetic  characteristics 
are  well  estabhshed.  When  two  differ- 
ent inbred  lines  are  cross-fertilized,  the 
result  is  a  hybrid  corn  that  is  often 
exceptionally  sturdy  and  jnbued  with 
the  best  characteristics  of  each  parent. 

Unlike  varietal  corn,  however, 
hybrid  com  is  nearly  sterile:  The  plant 
produces  only  weak  seeds,  which 
means  75-percent  less  yield  compared 
with  varietal  com.  Therefore,  farmers 
must  purchase  a  new  supply  of  seed 
each  year  from  the  vendor.  To  be  of 
value  to  farmers,  the  advantage-^  -^ 
hybrid  must  outweigh  t^- 
seed.  "We  want  to  ma 
ers  get  $4  back  for  eve^ 
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into  our  seed,"  Urban  explains. 

The  challenge  in  hybrid  com  breed- 
ing is  to  discover  which  pairs  of  inbred 
com  lines  produce  the  best  offspring. 
Pioneer's  com  breeders  can  choose  from 
among  tens  of  thousands  of  inbred  lines, 
which  can  be  paired  in  biUions  of  differ- 
ent combinations.  The  only  way  to 
determine  which  pairs  will  produce  win- 
ning hybrid  strains  is  to  cross-breed  as 
many  as  possible  and  observe  the  off- 
spring carefully  for  desirable  traits.  Thus, 
large-scale  experimental  breeding  is  the 
game  in  the  hybrid-seed  business.  And 
no  one  breeds  on  a  larger  scale  than  Pio- 
neer, which  creates  some  70,000  experi- 
mental hybrids  each  year  at  90  testing 
stations  scattered  around  the  world. 

But  Pioneer's  real  challenge  is  not  so 
much  to  produce  all  of  these  experimen- 
tal hybrids  as  it  is  to  sort  through  them 
and  decide  which  12  or  so  of  the  70,000 
will  end  up  winners.  To  make  this 
determination,  Pioneer  has  turned  to  an 
array  of  information  systems — which 
comprise  about  a  third  of  the  company's 
information  technology  budget— to 
oversee  the  complex  process  of  bringing 
the  hybrids  from  the  experimental  stage 
to  the  market. 

IhE  process  starts  when  testing 
station  researchers  examine  the  growing 
new  plants  and  enter  data  on  20  different 
characteristics — including  size,  moisture 
content,  durabdity,  and  insect  and  dis- 
ease resistance — ^into  book-sized  hand- 
held computers  made  by  Norand.  (Pio- 
neer bought  Norand,  which  specializes 
in  point-of-sale  and  inventory  manage- 
ment systems,  in  1976;  it  sold  the  com- 
pany in  1989,  but  not  before  becoming 
sold  on  the  benefits  of  handheld  com- 
puters.) The  data  are  transferred  via 
modem  to  a  large  DECsystem  computer 
at  headquarters.  Downloading  is  done 
either  directly  from  the  handheld  or 
through  a  plug-in  cable  to  a  DECsystem 
minicomputer  at  the  testing  station.  At 
headquarters,  the  information  becomes 
part  of  the  Comprehensive  Research 
Information  System,  the  software  pro- 
gram at  the  core  of  the  hybrid  tracking 
process.  CRIS  compiles  data  from  the 
testing  stations  and  makes  them  avail- 
able to  all  researchers  through  their  local 
DECsystem  computers. 

Researchers  from  around  the  world 
then  debate  via  VAXmaU  E-mail  which 
5,000  or  so  hybrids  should  be  advanced 


to  the  company's  greenhouses,  and  then 
which  25  of  these  foundation  hybrids 
should  be  sent  to  growers  to  plant  in 
more  than  half  a  million  on-farm  test 
plots  around  the  world.  "We  used  to  do 
all  this  by  the  seat  of  our  pants,"  says 
senior  vice-president  of  research  Robert 
Seifert,  who,  Hke  many  Pioneer  technol- 
ogy managers,  started  out  breeding 
plants  in  a  testing  center.  "Now  it's  like 
taking  an  open-book  test — the  data  are 
right  there." 

When  the  test  plots  are  harvested,  a 
scale  on  the  combine  weighs  the  com  to 
determine  the  bushels  per  acre.  An  on- 
board device  shoots  an  electrical  current 


rently  holds  a  seven-bushel-per-acre,  orl 
five-percent,  edge  over  its  competition,! 
up  from  2.2  bushels  in  1982.  Pioneer] 
owes  much  of  that  edge  to  the  time  sav-l 
ings  that  CRIS  has  helped  bring  about.' 
The  company  now  brings  the  hybridl 
seed  from  initial  test  to  market  in  sixl 
years  instead  of  12,  while  its  competi-| 
tors  are  only  dov^m  to  eight  years. 

Information  technology  is  aiso| 

cutting  costs  in  the  research  and  pro- 
duction process,  says  Pioneer's  informa-l 
tions  head,  lohn  Swanson.  Better  seedl 
inventory  and  process  managementi 
have  saved  the  company  $4  million  perl 


Everyone  thinks  that  the  corn-seed  business 
means  wallowing  in  the  mud, "  says 
Harvard  Business  School  professor  Warren 
McFarlan.  ''But  Pioneer  is  absolutely  the  most 
high-tech  company  I'm  associated  with. " 


through  a  sample  of  com  to  measure  its 
moisture  content  (moister  com  has  to 
be  stored  longer  to  dry  before  selling, 
which  costs  the  farmer  money).  These 
data  are  fed  into  a  Norand  handheld 
computer  and  then  dov^oaded  at  the 
end  of  the  day  to  headquarters.  During 
fall  harvest,  infonnation  from  as  many 
as  150,000  test  plots  a  day  comes 
stteaming  into  Des  Moines.  Every  sec- 
ond counts:  The  data  are  used  to  deter- 
mine which  dozen  new  hybrids  will  be 
introduced  as  new  products  the  follow- 
ing spring — which  means  the  seed-pro- 
ducing parents  have  to  be  grown  in 
commercial  quantities  over  the  winter 
in  Hawaii,  Puerto  Rico,  Mexico,  Chile, 
lamaica.  New  Zealand  and  other  loca- 
tions. The  company  has  only  three  days 
between  harvesting  and  winter  planting 
seasons  to  make  that  decision.  If  it 
misses  that  window,  a  product  will  be  a 
year  later  to  market.  "What  makes  Pio- 
neer successful  is  the  ability  to  cull 
massive  amounts  of  data  in  an  imbeUev- 
ably  short  time,"  says  McFarlan. 

The  time  advantage  is  cmcial.  Farm- 
ers base  their  corn-seed  buying  deci- 
sions largely  on  which  seed  yields  the 
most  bushels  per  acre.  Pioneer  seed  cur- 


year,  while  a  software  program  that 
tracks  60,000  contract  workers  will  save 
the  company  between  $2  rmlHon  and 
$3  million  per  year. 

Pioneer's  marketing  efforts  are  also 
highly  dependent  on  information  sys- 
tems. The  company's  Customer  and 
Prospects  Systems  ttacks  some  600,000 
farmers  in  the  United  States  and  Cana-, 
da,  a  group  responsible  for  more  than  45 
percent  of  the  world's  com  crop.  The  in- 
house  system,  which  is  constantly 
updated  by  the  sales  force,  records  who 
runs  which  farms,  how  many  acres  they| 
grow  of  which  crop,  which  company's] 
seed  they  buy  and  whether  they  buy  it 
from  a  friend  or  relative  (as  is  the  casi 
with  banking,  relationship  seUing  is  thel 
name  of  the  game).  Another  software 
program  tracks  the  yields  from  17, 
plots  on  which  130  different  cor; 
hybrids  are  grown,  providing  detail© 
comparisons  of  Pioneer  seed  yields  vet' 
sus  the  yields  of  its  competitors'  seeds 

When  they  meet  with  customers  ani 
prospects.  Pioneer's  4,500  sales  reps^j 
who  are  generally  farmers  selling  pj 
time,  are  armed  with  handheld  comput 
ers  and  printouts  of  customized  repoi 
generated  from  PCs  at  their  homes 
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Quick    Studies 


offices.  If  the  farmer  doesn't  currently 
plant  Pioneer  seed,  the  sales  rep's  goal  is 
to  get  the  farmer  to  plant  a  test  strip  of 
Pioneer  seed.  The  rep  can  use  the 
reports  to  show  how  hundreds  of  simi- 
lar farms  have  improved  their  yields 
with  Pioneer.  "Farmers  aren't  real  quick 
to  change,"  says  Swanson.  "But  if  we 
don't  move  them  to  a  new  product,  a 
competitor  will."  The  reps  enter  orders 
and  record  new  information  about  the 
farmer  on  the  handheld  computer. 

What  happens  when  things  go 
wrong?  Even  if  a  test  strip  of  a  standard 
Pioneer  seed  comes  up  short  against  a 
competitor's  seed — apparently  a  rare 
occurrence — reps  don't  give  up.  They 
can  call  up  databases  that  reside  on 
their  home  PCs  to  identify  any  of  45  or 
so  hybrids  designed  for  unique  soil  or 
climate  conditions,  resistance  to  partic- 
ular diseases  or  pests,  fast  maturation, 
or  especially  high  protein  or  starch  con- 
tent for  the  Hvestock-feed  or  com  syrup 
markets.  They  can  also  communicate 
via  E-mail  v^th  company  agronomists 
to  get  advice  on  pesticides  and  other 
farming  tips  that  might  restore  Pio- 
neer's dominance. 

Largely  due  to  its  increasingly  com- 
puter-assisted approach  to  sales.  Pio- 
neer's market  share  has  jumped  four 
percent  since  1990.  "We're  always  vul- 
nerable to  a  competitor  coming  out 
with  a  better-performing  product,"  says 
Urban.  "But  we  won't  get  outsold  by  a 
weaker  product."  The  systems  have 
also  improved  the  efficiency  of  sales 
reps,  who  now  process  orders  and  swap 
technical  data,  selling  tips  and  customer 
data  via  E-mail.  Twenty  years  ago  reps 
typically  had  20  customers;  now  they 
have  as  many  as  500. 

To  further  strengthen  its  relationship 
with  farmers  and  capitalize  on  the  infor- 
mation technology  edge  it  has  over 
competitors,  Pioneer  is  selling  custom 
PC -based  farm  management  software 
and  data.  "The  average  farm  is  bigger 
than  most  medium-sized  urban  busi- 
nesses, and  the  farmer  needs  the  same 
kinds  of  tools  to  run  it,"  Urban 
explains.  "Information  is  a  critical  ele- 
ment in  the  mix  of  product  enhance- 
ments we  can  offer."  The  software 
packages  help  farmers  do  everything 
from  map  soil  moisture  to  determine 
optimal  crop  distributions  based  on 
market  price  projections  and  govern- 
ment subsidies.  Pioneer  currently  oper- 


ates its  software  business  at  a  loss  but 
hopes  to  break  even  eventually. 


u 


RBAN  HAS  even  bigger  plans  for  the 
information  business.  The  company 
hopes  one  day  to  estabhsh  a  massive 
two-way  satellite  network  through 
which  it  can  beam  several  channels  t)f 
video  and  data  to  farmers  and  receive 
information  back  from  them.  By  charg- 
ing equipment,  monthly  and  per-chan- 
nel  fees,  cable-TV  style,  the  venture 
could  be  profitable  in  its  owti  right.  But 
the  bigger  payoff  for  Pioneer  would  be  in 
further  involving  itself  in  the  farmer's 


cell  of  a  plant  v^th  some  other  desired 
characteristic,  such  as  a  sturdy  stalk. 
(Eventually,  genes  could  come  from 
plants  other  than  com,  and  even  from 
bacteria.) 

Pioneer  has  also  been  investing  mil- 
Hons  of  dollars  in  biotechnology  equip- 
ment, such  as  particle  guns  that  Hterally 
shoot  DNA  into  cehs  and  machines  that 
automatically  prepare  DNA  samples  10 
times  faster  than  can  be  done  manually. 
Information  technology,  of  covirse,  wiR 
play  a  crucial  role  too.  The  company  is 
purchasing  high-powered  Sun,  DEC  and 
Sihcon  Graphics  Unix  workstations  to 


Could  biotech  someday  wipe  out  Pioneer's 
hard-won  edgel  Don't  bet  on  it  The 
company  is  purchasing  high-powered  Sun, 
DEC  and  Sihcon  Graphics  workstations  to 
crank  through  its  own  genetic  experiments. 


business  and  life.  Information  on 
acreage,  cropping  and  purchase  habits 
would  enable  Pioneer  to  provide  farmers 
with  customized  analyses — ^and  to  build 
up  its  ovsTi  sales  and  marketing  data- 
base. "We'd  have  a  real-time  interactive 
relationship  v^dth  farmers,"  says  Urban. 

Perhaps  the  most  promising  technol- 
ogy in  all  of  agriculture  right  now  is 
biotechnology.  Scientists  may  soon  be 
able  to  genetically  engineer  ultrahigh- 
performance  strains  of  com  and  other 
crops  by  swapping  chunks  of  DNA  in 
and  out  of  the  cells  in  seeds.  If  the 
process  is  perfected,  much  of  the  multi- 
year  process  of  inbreeding  parent  plants 
and  then  experimentally  cross-breeding 
them  could  be  replaced  by  a  day's  work 
in  the  lab. 

Such  a  development  could  v^pe  out 
much  of  Pioneer's  hard-won  edge  in  the 
hybrid  development  process.  By  that 
time,  however.  Pioneer  may  have  an 
equally  impressive  edge  in  biotechnolo- 
gy. Company  researchers  are  working  on 
a  map  of  corn's  thousands  of  genes, 
which  would  enable  them  to  link  a  set 
of  genes  to  a  characteristic  such  as  root 
growth.  Appropriate  genes  could  then  be 
lifted  out  of  a  cell  from  a  plant  with 
strong  root  growth  and  inserted  into  the 


crank  through  the  huge  amount  of 
genetic  data  generated  by  each  sample. 
"We  need  to  reduce  the  mass  of  data 
points  to  a  level  where  people  can 
understand  what's  going  on,"  explains 
Al  Grunst,  director  of  worldwide  data 
management. 

Some  promising  prototype  corn 
strains  have  already  been  genetically 
altered  in  Pioneer's  laboratories.  Man- 
agers say  a  genetically  engineered  com 
seed  could  hit  the  market  in  about  five 
years.  Most  of  that  seed's  characteristics 
will  come  from  conventional  hybrid 
breeding  techniques,  but  many  observers 
think  biotechnology  will  gradually  steal 
the  show.  Still,  Urban  is  too  aware  of 
his  company's  roots  to  speak  of  biotech- 
nology in  grandiose  terms.  "This  com- 
pany has  gone  65  years  wdthout  a  break- 
through," he  says.  "The  very  word 
breakthrough  is  anathema  to  us.  We're 
looking  for  incremental  improvement." 

On  the  other  hand,  one  company's 
increment  is  another  company's  break- 
through. At  Pioneer,  the  standards  have 
grown  very,  very  tall. 

David  H.  Freedman  is  a  contributing 
editor  at  Discover.  He  also  writes  for 
CIO,  Science  and  The  Boston  Globe. 
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Going  Further.  Global 
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practical.  But  BT^'^  makes  it 
smoother  and  simpler,  because 
we've  been  there.  We  are  there. 
Our  international  presence  is 


unmatched  by  any  other  com- 
munications company.  That 
means  you  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BTs  global  portfo- 
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brochure.  1-800-872-7654 
in  the  U.S.,  or  1-800-874-7654 
in  Canada. 


t 


f 


Going  Further  Staying  Closer 


GLOBAL  NETWORK  SERVICES"",  FRAME  RELAY,  VIDEOCONFERENCING.  EDI,  ELECTRONIC  TRANSACTION  SI:RVICES,  MESSAGING. 
FINANCIAL  TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OirPSOURCINC;  FROM  SVN(pRDiA'". 
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By  Robert  X.  Cringely 


Thanks  for 
Sharing 

The  dmmatic  change 
from  master/slave  to 
dienti server  networks 
means  an  end  to  waiting 
{and  begging)  for  vital 
business  information. 


IhE  life  cycles  of  companies  often 
follow  the  life  cycles  of  their  customers. 
This  is  no  surprise  to  makers  of  hair 
color  or  disposable  diapers,  but  it  has 
only  recently  occurred  to  the  ever  grayer 
heads  running  companies  like  IBM. 
Most  of  IBM's  customers,  the  corporate 
computer  folks  who  took  dehvery  of  all 
those  mainframe  and  minicomputers 
over  the  past  30  years,  are  nearing  the 
end  of  their  careers.  Having  spent  a  full 
!  generation  learning  the  hard  way  how 
>     to  make  cantankerous,  highly  complex. 


corporate  computer  systems  run 
smoothly,  this  crew-cut  and  pocket-pro- 
tector gang  is  taking  that  precious 
knowledge  off  to  the  termis  court  with 
them,  where  it  will  soon  be  lost  forever. 

Marshall  McLuhan  said  that  we  con- 
vert our  obsolete  technologies  into  art 
forms,  but  nobody  is  going  to  make  a 
hobby  of  collecting  $1  million  main- 
frame computers — trust  me. 

This  loss  of  corporate  computing 
wisdom,  accelerated  by  early  retire- 
ment programs  that  have  become  so 
popular  in  the  downsized  corporate 
world  of  the  1990s,  is  among  the  factors 
forcing  a  complete  changeover  in  com- 
puting technology.  Since  the  surviving 
computer  professionals  are  mainly 
from  the  1980s — and  are  usually  PC 
people  who  not  only  know  very  Httle 
about  mainframes  but  were  typically 
banned  from  the  mainframe  computer 
room — there  is  often  nobody  in  the 
company  who  really  knows  what  he  or 
she  is  doing.  So  times  and  technologies 
are  being  forced  to  change. 

Even  IBM  has  seen  the  light.  It 
announced  last  November  that,  along 
with  cutting  25,000  jobs  and  posting  a 
$5.4  bilhon  loss  for  1992,  it  would  be 
starting  a  new  business  unit  to  sell  some- 
thing called  cHent/server  computing. 
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iKE  EVERY  other  important  comput- 
ing technology,  cHent/server  has  taken 
about  20  years  to  become  an  overnight 
sensation.  Client/server  is  the  link 
between  old-fashioned  centralized  com- 
puting in  organizations  and  the  newfan- 
gled importance  of  desktop  computers. 
In  client/server  computing,  powerful 
centralized  computers  called  servers 
hold  the  data,  while  desktop  computers 
called  chents  use  those  data  to  do  real 
work.  Both  types  of  computers  are  con- 
nected by  a  network.  Getting  all  these 
disoimilar  types  of  equipment  to  work 
together  looks  to  many  informed 
investors,  consultants  and  service  ven- 
dors like  the  next  big  business  opportu- 
nity in  computing. 

In  the  old  days  before  chent/server, 
the  computing  paradigm  du  jour  was 
called  master/slave.  The  computer — a 
mainframe  or  minicomputer — ^was  the 
master,  controlling  dozens  or  even  hun- 
dreds of  slave  terminals.  The  essence  of 
this  relationship  was  that  the  slaves 
could  do  nothing  without  the  permis- 


sion of  the  master.  Tum  off  that  big 
computer  and  its  many  terminals  were 
useless.  Then  came  the  PC  revolution  of 
the  1980s,  in  which  computers  got 
cheap  enough  to  be  bought  from  depart- 
mental budgets,  so  everybody  got  one. 
At  a  time  when  getting  answers  to  sim- 
ple business  questions  from  the  corpo- 
rate computing  department  took  weeks 
of  patient  negotiation/begging,  it  was 
suddenly  possible  for  a  27-year-old 
M.B.A.  with  a  PC,  a  spreadsheet  program 
and  three  pieces  of  questionable  data  to 
talk  his  bosses  into  looting  the  compa- 
ny pension  plan  and  doing  a  leveraged 
buyout.  The  world  of  computing  was 
changed  forever. 

In  1980,  virtually  all  corporate  com- 
puting power  resided  in  the  central 
computer  room.  By  1987,  95  percent  of 
corporate  computing  power  lay  in  desk- 
top PCs,  which  were  increasingly  being 
linked  together  into  local  area  networks 
to  share  printers,  data  and  E-mail.  There 
was  no  going  back  following  that  kind 
of  redistribution  of  power,  but  for  all  the 
newfound  importance  of  the  PC,  the 
corporate  data  still  Hved  in  mainframes. 
PC  users  were  generally  operating  on  ad 
hoc  data,  copied  from  last  quarter's 
financial  report  or  that  morning's  Wall 
Stieet  Journal. 

Client/server  accepts  that  the  real 
work  of  computing  will  be  done  in  Httle 
desktop  machines  and,  for  the  first  time, 
attempts  to  get  those  machines  together 
with  real  corporate  data.  "Think  of  it  as 
corporate  farming  of  data,"  says  Bob 
Metcalfe,  inventor  of  Ethernet,  the  dom- 
inant computer  networking  technology. 
"The  move  to  PCs  swung  the  pendu- 
lum— the  percentage  of  available  com- 
puting power — away  from  the  main- 
frame and  toward  the  desktop.  Local 
area  networks  have  helped  the  pendu- 
lum swing  back  toward  the  server.  Sure, 
we  are  again  dependent  on  centralized 
data,  but  that  is  not  a  disadvantage.  A 
century  ago  we  grew  our  own  food,  too, 
but  do  I  feel  oppressed  by  modem  farm- 
ing? I  feel  Hberated." 

Though  chent/server  computing  is 
not  without  its  problems  (data  security, 
for  one  thing,  is  much  harder  to  main- 
tain than  it  is  for  either  mainframes  or 
PCs),  it  allows  users  to  do  things  they 
were  never  able  to  do  before.  The  server 
(or  servers — there  can  be  dozens  of  them 
on  a  network,  and  chents  can  be  con- 
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nected  to  more  than  one  server  at  a 
time)  holds  a  single  set  of  data  that  is 
accessible  by  the  whole  company.  For 
the  first  time  ever,  everyone  is  using  the 
same  data,  so  they  can  all  have  the 
same  information.  It's  this  turning  of 
data  into  information  (pictures,  charts, 
graphs)  that  is  often  the  whole  point  of 
using  computers  in  business.  The 
amount  of  data  we  are  talking  about  is 
enormous,  far  greater  than  any  PC  could 
hold,  and  vastly  more  than  PC  software 
could  sort  in  reasonable  time.  "Ameri- 
can Express  has  more  than  10  terabytes 
of  data— that's  10,000,000,000,000 
bytes — on  mainframes,  mainframes 
that  they  must  get  rid  of  to  cut  costs 
and  boost  productivity,"  says  Bruce 


Nelson,  chief  technologist  at  Auspex 
Corp.,  a  maker  of  large  servers  based  in 
Santa  Clara,  Calif.  So  if  a  company, 
university  or  government  agency 
wants  to  keep  all  its  data  accessible  in 
one  place,  it  needs  a  big  server,  which 
is  more  often  than  not  still  a  maip- 
frame  computer. 

Mainframes,  though  good  storehouses 
for  centralized  data,  are  not  so  good  for 
displaying  information.  "People  are 
used  to  PCs  and  workstations  with 
graphical  user  interfaces  [such  as  Win- 
dows]. Mainframes  don't  have  the  per- 
formance to  run  GUIs,"  explains  Bill 
Joy,  co-founder  of  Sun  Microsystems, 
the  maker  of  the  most  popular  worksta- 
tions that  use  the  Unix  operating  sys- 


X  Marks  the  Spot 

A  twist  on  the  plot  of  cHent/server  computing  comes  from  the  X- Window 
tenmnal  business,  which  offers  a  slightly  different,  and  often  more  manage- 
able, way  to  do  cHent/server  computing.  The  X- Window  system,  developed  at 
MIT,  is  a  standard  way  of  sending  graphical  images  across  a  network.  Not  sur- 
prisingly for  an  altemative  solution,  what  would  normally  be  called  a  client  is, 
in  the  world  of  X,  called  a  server;  the  "client"  appHcation  runs  on  a  host  com- 
Dt  that? 

ie  traditional  cHent/server — where  two  computers  are  sharing  data 
and  performing  different  roles  in  what  is  effectively  a  joint  application — X-ter- 
minals  are  just  very  inteUigent  computer  terminals  that  use  local  computing 
power  simply  to  manage  the  graphical  user  interface.  X-terminals  are  "vam- 
pires," sucking  computing  power  from  underutilized  workstations  on  the  net- 
work, often  without  the  workstation  user  even  noticing  the  loss  of  computing 
blood.  This  power  transference  takes  place  in  the  background,  according  to 
Bill  Carrico,  president  and  CEO  of  Network  Computing  Devices  Inc.,  Moun- 
tain View,  Calif.  NCD  is  the  foremost  maker  of  X-terminals,  although  Digital 
Equipment  Corp.,  Hewlett  Packard  and  IBM  sell  competing  units. 

"With  X-terminals,  you  never  have  to  upgrade  the  desktop  unless  you 
want  a  bigger  screen,"  Carrico  explains.  "That's  because  you  are  just  sending 
j'/aphics  calls  across  the  network,  rather  than  hogging  the  net  with  a  fUe  sys- 
tem and  applications  traffic.  If  you  want  a  faster  X-terminal,  just  connect  to  a 
more  powerful  host.  The  cost  of  ownership  of  X-terminals  is  far  lower  than 
the  cost  of  workstations  and  PCs,  because  X-terminals  do  not  have  to  be  sepa- 
rately managed.  In  the  typical  cUent/server  environment,  Salomon  Brothers, 
for  example,  has  2,000  Sun  workstations,  which  require  many  Unix  guys  to 
service  them.  Goldman  Sachs,  on  the  other  hand,  has  nearly  2,000  NCD 
machines,  which  require  no  extra  MIS  guys,  because  X-terminais  can  be 
remotely  managed." 

Mixing  cheaper  X-terminals  and  Unix  workstations  is  a  good  way  to  get 
per-seat  costs  down,  and  Hewlett  Packard  aggressively  pushes  the  idea  of  sell- 
iti^  nvo  X-terminals  for  every  workstation.  At  NCD,  according  to  Carrico,  the 
far  more  realistic  ratio  is  20  X-terminals  per  workstation. 

"  1  here  is  all  sorts  of  computing  power  available  on  these  networks,  but 
we're  up  against  machismo,"  Carrico  says.  "The  problem  we  have  as  a  compa- 
ny iS  that  you  are  not  a  man  if  you  don't  have  50  MIPS  on  your  desktop." 


tem.  "It's  much  more  cost-effective  to 
use  microprocessors,  to  put  part  of  the 
appHcation  on  the  desk  so  the  interface 
is  quick.  That  means  client/server." 

Joy  claims  that  users  are  changing 
over  to  client/server  in  phenomenal 
numbers.  "Once  you've  crossed  the 
threshold,  it's  a  stampede,"  he  says. 
"First  it  was  financial  services,  then 
computer-aided  design,  now  ordinary 
companies." 


w. 


(HAT'S  BEHIND  this  jump  to 
client/server  is  a  matter  of  managing 
intellectual  inventory  more  effectively. 
The  nonhierarchical  management 
style — the  flat  organizational  model — 
that  is  so  popular  in  the  1990s  requires 
more  communication  among  parts  of  a 
company.  It  requires  a  corporate  infor- 
mation base.  "You  can't  do  this  with 
mainframes  or  minis,"  Joy  says, 
"because  they  aren't  powerful  enough 
to  run  a  GUI,  and  you  can't  do  it  with 
PCs  because  of  reliability,  security, 
memory  protection  and  viruses.  At  Sun 
we  hke  to  say  that  if  you  can  do  your 
job  without  a  computer,  then  use  a  PC." 

The  appeal  of  client/server  goes 
beyond  simply  massaging  corporate 
data  with  PC  apphcations.  What  really 
appeals  to  corporate  computing  hon- 
chos  is  the  advent  of  new  types  of  appli- 
cations never  imagined  before.  These 
applications,  called  groupware,  make 
collaborative  work  possible.  The  sim- 
plest version  of  groupware  is  E-mail, 
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still  the  most  common  client/server 
application.  Among  the  most  sophisti- 
cated groupware  applications  available 
now  is  Notes  from  Lotus  Development 
Corp.,  Cambridge,  Mass.  Notes  is  an 
application  that  users  love  but  can't 
describe.  It  is  a  way  of  organizing  infor- 
mation and  documents  on  a  server  to 
allow  widely  dispersed  users  to  share 
knowledge.  "Notes  is  different  from 
electronic  mail,"  says  Lotus  CEO  Jim 
Manzi.  "E-mail  is  a  serial  event,  but 
with  Notes,  you  look  into  the  server 
and  see  a  whole  pile  of  information. 
You  can  come  into  the  conversation  or 
project  in  the  middle,  yet  back  up  and 
see  the  whole  context  of  the  project 
before  you  entered  it." 

Lotus  claims  that  companies  using 
Notes  gain  a  typical  productivity 
increase  of  400  percent  from  their 
investment.  Compaq^  IBM  and  Intel  all 
use  Notes,  which  runs  under  IBM's  OS/2 
operating  system,  for  their  customer 
service  appHcation,  allowing  the  compa- 
nies both  to  report  customer  problems 
and  to  search  quickly  through  an  infor- 
mal database  of  problem  responses. 
Three  of  the  Big  Six  accounting  firms 
are  Notes  customers. 
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OTES  ISN'T  the  only  example  of 
groupware.  More  are  appearing  every 
day,  including  eSSbase,  from  Arbor  Soft- 
ware, a  privately  held  company  in  Santa 
Clara,  Calif.  eSSbase  is  a  spreadsheet 
consoHdation  program  that  searches  the 
corporate  network  for  linked  spread- 
sheets, updating  them  automatically 
with  current  data  and  consolidating  the 
spreadsheets  from  any  number  of 
departments  into  a  single,  real-time 
look  at  the  state  of  company  progress  on 
practically  any  measure. 

The  lingua  franca  of  client/server 
computing  is  called  structured  query 
language  (SQL),  an  mid-1970s  invention 
from  IBM.  fhent  apphcations  rurming 
on  PCs  and  workstations  talk  SQL  over  a 
network  to  back-end  databases  running 
on  mainframes  or  on  specialized  servers 
from  companies  like  Auspex.  The  back- 
end  databases  come  from  companies 
like  IBM,  Informix,  Oracle  and  Sybase, 
while  the  front-end  apphcations  rurming 
on  PCs  can  be  everything  from  programs 
custom-written  for  a  single  corporate 
customer  (the  way  Wells  Fargo  Bank's 
customer  service  appHcation  was  done) 
to  general  productivity  applications  like 


Client/Server  Glossary 

back-end  database — ^An  application  run- 
ning on  a  server  that  stores  data  and 
responds  to  requests  for  those  data  from 
front-end  applications  running  on  work- 
stations and  networked  PCs. 


client — The  requesting  program  in  a 
distributed  computing  system.  Clients 
send  requests  to  servers  across  a  net- 
work and  wait  for  an  indication  from 
the  server  that  the  request  is  complete. 

electronic  mail  (E-mail) — A  popular 
application  on  both  local  and  wide  area 
networks  that  provides  communication 
among  users. 

Ethernet — ^The  most  popular  network- 
ing architecture,  a  bus-structured  local 
area  network  designed  originally  at 
Xerox  Corp. 

£ront-end  database — ^An  application  run- 
ning on  a  workstation  or  networked  PC 
that  requests  data  from  a  centralized 
server,  then  presents  those  data  in  a  way 
useful  to  the  user.  Each  front-end  has 
different  features,  yet  the  back-end  data 
always  remain  the  same. 

graphical  user  interface  (GUI)— A  graph- 
ics-based user  interface  that  incorpo- 
rates icons,  puU-down  menus  and  a 
mouse,  as  found  in  Macintosh,  Win- 
dows and  OS/2  Presentation  Manager. 

groupware — ^A  class  of  applications  that 
use  collaborative  data  stored  on  a  server. 
Examples  are  electronic  mail,  group 
scheduling  and  project  management 
applications. 

local  area  network  (LAN) — A  network 
designed  to  connect  devices,  including 
computers  and  printers,  over  relatively 
short  distances,  typically  within  a  build- 
ing or  campus. 

mainframe — A  large  computer  that  typ- 
ically supports  many  simultaneous 
users  on  terminals. 

middleware — Software  that  functions  to 
interpret  requests  between  a  PC  or 
workstation  application  and  an  anti- 
quated database  running  on  a  main- 
frame. Sometimes  also  used  to  refer  to 
any  software  that  helps  an  application 
communicate  with  an  underlying  oper- 
ating system. 


open  computing — A  movement  spawn- 
ed by  the  Unix  community  to  make 
computers  and  soft>vare  that  are  stan- 
dardized along  published  specifications 
so  that  hardware  and  software  can  be 
interchanged. 

protocol — ^The  formal  mles  that  two  or 
more  machines  must  follow  to  be  able 
to  exchange  and  re^d  in'^tructions  and 
messages. 

remote  log-in — ^A  network  service  that 
allows  a  user  on  one  machine  to  con- 
nect to  another  machine  across  a  net- 
work and  interact  as  if  directly  connect- 
ed to  the  remote  machine. 

server — ^A  process  in  a  distributed  com- 
puting system  that  provides  a  service  in 
response  to  requests  from  clients. 

structured  query  language  (SQL) — An 

IBM  invention  that  defines  a  way  of 
organizing  and  calling  riai-,i  in  a  comput- 
er database.  The  dominar't  SQL  database 
in  the  mainframe  world  is  IBM's  DB-2. 
SQL  is  the  standard  around  which  most 
client/server  databases  are  being  built. 

terminal  emulation — A  capability  that 
enables  a  PC  or  other  ini-elUgent  device 
to  act  as  a  host  terminal 

Token  Ring — A  local  area  network 
architecture  in  which  a  token,  or  con- 
tinuously repeating  frame,  is  passed 
sequentially  from  station  to  station. 
Only  that  station  possessing  the  token 
can  communicate  on  the  network.  This 
is  IBM's  answer  to  Ethernet. 

Transmission  Control  Protocol/Intemet 
Protocol  (TCP/IP)— The  dominant  proto- 
col used  on  networks  of  Unix  computers. 

Unix — An  operating  system  developed 
at  AT&T  BeU  Laboratorirs.  Very  popular 
in  data  communication  and  multi-user 
environments,  Unix  runs  on  a  wide 
variety  of  computers. 

wide  area  network  (WAN) — A  network 
coimecting  devices  over  long  distances, 
typically  using  a  common  carrier. 

workstation — Powerful  personal  com- 
puter used  in  a  client/server  environ- 
ment. 
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Micro'^.oft  Excel  or  Lotus  1-2-3,  spread- 
sheets to  which  have  been  added  the 
ability  to  access  SQL  databases. 

Often  the  back-end  database  only 
looks  like  SQL.  "We  need  SQL  so  that 
cUent  appUcations  will  have  something 
consistent  to  talk  to,  but  SQL  itself  isn't 
that  popular  in  the  big  database  world," 
says  Christine  Comaford,  president  of 
Corporate  Computing  Inc.,  a  consulting 
firm  based  in  Sausahto,  Calif.,  that  has 
helped  50  of  the  nation's  largest  corpora- 
tions downsize  from  mainframes  to 
servers  and  develop  graphical  client 
appUcations.  "SQL  is  slow.  IBM  has  sold 
about  6,000  licenses  for  DB-2,  its  main- 
frame SQL  database,  which  means  it 
doesn't  really  have  much  market  share. 
Older,  non-SQL  databases  such  as  IBM's 
own  Virtual  Storage  Access  Method  are 
much  faster,  which  means  they  are 
going  to  be  with  us  for  some  time. 
That's  why  we  need  middleware." 

Middleware  is  yet  another  type  of 
software  that  sits  between  the  cHent 
appUcations  and  the  back-end  database. 
TypicaUy,  the  cUent  program  is  asking 
for  data  using  SQL  caUs  that  the  back- 
end  database  doesn't  understand.  Some- 
times middleware  makes  the  underly- 
ing mainframe  database  think  it  is  talk- 
ing not  to  a  PC  or  workstation,  but  to  a 
dumb  computer  terminal;  the  middle- 
ware simply  acts  as  a  "screen  scraper," 
copying  data  off  the  emulated  terminal 
screen  and  into  the  cUent  appUcation. 
Whatever  it  takes,  it  is  the  job  of  mid- 
dleware to  translate  between  the  two 
systems,  preserving  the  iUusion  of  open 
computing. 
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PEN  COMPUTING,  also  caUed  stan- 
dards-based computing,  is  at  the  heart  of 
cUent/server.  The  idea  is  simple:  Cus- 
tomers ought  to  be  able  to  buy  comput- 
ers, networking  equipment  and  soft- 
ware from  whomever  offers  the  best 
price  or  the  best  performance.  AU  those 
products  from  all  those  companies 
ought  to  work  together  right  out  "bf  the 
box.  Even  IBM's  new  cUent/server  com- 
puting effort  is  based  on  putting  togeth- 
er for  customers  the  right  combination 
of  hardware  and  software,  even  if  this 
means  recommending  products  from 
competitors.  Sure. 

For  all  its  promise,  client/server  is 
hard  to  do.  Open  systems  often  aren't  as 
open  as  their  developers  would  like  to 
think.  The  quaUty-conscious  engineers 


at  Hewlett  Packard,  for  example,  once 
"fixed"  their  Ethernet  software,  making 
a  sUghtly  improved  product  that  unfor- 
tunately couldn't  communicate  with 
non-HP  computers. 

Shaky  standards  aren't  the  only  prob- 
lem. The  people  being  asked  to  write  spe- 
cialized front-end  appUcations  inside  cor- 
porate computing  departments  also  have 
a  long  learning  curve  to  climb.  "Typical- 
ly, these  are  programmers  who  come 
from  a  mainframe  background  and  they 
have  terrible  trouble  designing  good, 
high-performance  graphical  user  inter- 
faces," says  Comaford,  the  GUI  consul- 
tant. "It  can  take  a  year  or  two  to  develop 
the  skiU  set  needed  to  do  these  kinds  of 


Companies  that  will  do  less  well 
because  of  the  migration  toward 
cUent/server  computing  are  traditional 
midrange  computer  companies,  tradi- 
tional mainframe  software  companies, 
pubUshers  of  PC  personal  productivity 
appUcations  and,  probably,  IBM. 

IronicaUy,  IBM,  which  is  relatively 
late  getting  into  the  cUent/server  busi- 
ness, might  have  controUed  this  busi- 
ness, too,  had  events  unfolded  a  Uttle 
differently  back  in  the  mid-1960s.  Back 
then  Big  Blue  played  for  a  short  time 
with  a  concept  it  caUed  teleprocessing, 
which  put  on  an  executive's  desk  a  sim- 
ple computer  terminal  connected  by 
telephone  line  to  a  mainframe  comput- 


Open  computing  is  at  the  heart  of  client/ 
server.  The  idea  is  simple:  Customers 
ought  to  be  able  to  buy  computers, 
networks  and  software  from  whomever 
offers  the  best  price  or  the  best  performance. 


appUcations,  but  once  the  knowledge  is 
there,  then  they  can  bang  out  appUcation 
after  application  in  short  time."  The 
Wells  Fargo  customer  service  applica- 
tion, for  example,  was  finished  in  less 
than  a  year.  It  would  have  taken  two  to 
three  years  to  do  the  same  appUcation  as 
a  purely  mainframe  product. 


F< 


OR  THOSE  WHO  want  to  get  into 
the  business  of  cUent/server,  the  great- 
est need  is  for  consultants  who  can  help 
companies  do  this  voodoo.  Simple 
investment  opporttmities  in  cUent/serv- 
er  can  be  found  in  software  companies 
that  make  front  ends  (Microsoft  and 
Borland),  middleware  (ParcPlace  Sys- 
tems, PeopleSoft  and  PowerSoft)  and 
back  ends  (Informix,  Oracle,  Sybase  and 
Gupta),  according  to  Arm  Winblad,  gen- 
eral partner  at  Hummer- Winblad  Ven- 
ture Partners,  a  venture  capital  outfit  in 
Emeryville,  Calif.,  that  invests  only  in 
software  companies.  "There  are  further 
investment  opportunities  in  the  net- 
working infrastructure,  including  Cisco 
Systems,  Novell  and  SynOptics  Com- 
munications, but  the  market  has 
aUeady  noticed  these  companies." 


er  somewhere.  The  idea  was  that  the 
Big  Boss  would  be  able  to  look  into  the 
bowels  of  the  company  and  know 
instantly  how  many  wddgets  were  being 
produced  in  the  Muncie,  Ind.,  plant. 

That  was  the  idea,  but  what  IBM  dis- 
covered from  this  mid-1960s  exercise 
was  that  American  business  executives 
didn't  know  how  to  type  and  didn't 
want  to  learn.  They  had  secretaries  to 
type  for  them.  No  data  were  gathered  on 
what  middle  managers  would  do  Mdth 
such  a  terminal  because  it  wasn't  aimed 
at  them.  Nobody  even  guessed  that 
there  would  be  milUons  of  M.B.A.s  hit- 
ting the  streets  over  the  following  20 
years,  armed  with  the  ability  to  type 
and  v^th  the  quantitative  skiUs  to  use 
such  a  computing  tool  and  do  some  real 
damage  with  it.  That  was  yet  to  come, 
so  exit  teleprocessing.  IBM  marketers 
chose  to  believe,  as  indicated  by  this 
test,  that  American  business  executives 
would  never  be  interested. 

Robert  X.  Cringely  is  the  pseudony- 
mous author  of  Accidental  Empires: 
How  the  Boys  of  Silicon  Valley  Got 
Rich  and  Still  Can't  Get  a  Date. 
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Forbes  ASAP, 


BREAKTHROUGH! 


New  CD 

technology 
makes 
computing 
easy  for  tlie 
whole  family! 

■  CD-ROM  technology 
brings  new  capabilities 
to  the  PC 

■  Built-in  voicemail 
telephone  answering 
system  with  send  fax 
modem  completes 
your  home  oiffice 

■  Includes  a  library  of 
CD-ROM  software, 
including  an 
encyclopedia 
with  animation, 
speech  and 
sound 
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The  experts  agree— the 
1486  Tandy  Sensation  is 
. . .  Sensational! 

"Tandy  has  taken  ainnost  every 

piece  of  multimedia  technology 

and  incorporated  it  into  this 

machine." 

—Andrew  Seybold,  Outlook  on 

Professional  Computing 

"Tandy  .  .  .  (has)  set  new  price 
performance  standards  in  the 
multimedia  PC  arena  .  .  ." 
—PC  Week* 


MICROSOFT® 
WINDOWSt, 

READ*'-T0-RUN 


Anything  else  is  Just  a  PC. 


$t%^^t^0%        '^^^  Tandy  Sensation  is  the  PC  compatible  that's  more  than  just 
^  4l|l|    ^  ^^-  '^  oWqxs  a  captivating  experience— a  blend  of  digital  stereo 
mm%M^M^M    sound,  photo-quality  graphics  and  instant  access  to  volumes  of  infor- 
mation that  makes  other  PCs  seem  primitive  by  comparison.  Exclu- 
sive WinMate™  software  makes  Windows  easy  enough  for  the  whole 
family  to  use  and  enjoy  the  included        ^     ^        ^_  _® 

library  of  programs.  The  Sensation  is    ^  K09I9  ^HOCk 
a  powerful  25l\/IHz  i486SX- based  PC  with  4MB  memory,  MMIUIEOICJBk^S 
107MB  hard  drive  and  mouse— and  it's  so  simple  to  use,  ^^F'^iiMftin^^r 
we  actually  guarantee  your  success— easy  to  learn  or  your       a^^rwnO^OmM  w 

money   OaCK!         *Reprinted  from  "PC  WEEK",  August  24,  1992.  Copyright  ©  1992  Ziff  Communications  Company. 


Includes  VGA  monitor  (25-4047)and  stereo/ 

speaker  amp  (25-1096).  Beg.  separate  items 

2478.90.  The  Intel  Inside  logo  is  a 

registered  trademark  of  the  Intel  Corp. 


Great  pieces  don't  always  make  a  masterpiece. 


Consider  the  landscape  of  your 
business.  Your  strategy  may  be 
inspired.  Your  technology  cutting 
edge.  Your  people  top  notch. 

But  unless  all  these  elements 


share  a  common  perspective,  the 
result  will  almost  certainly  be  less 
than  beautiful. 

Andersen  Consulting  has  the 
experience  and  discipline  to  stand 


back  and  see  the  whole  picture 

By  taking  a  wider  view,  we 
help  synchronize  your  business 
processes  with  your  business 
strategy  We  can  help  integrate 


your  technological  resources  with 
your  human  resources.  Thereby 
enabling  technology  to  move  the 
entire  enterprise  forward. 
Over  half  of  the  Fortune  500® 


are  already  using  our  panoramic 
approach.  Because  they  realize 
what  artists  have  always  known. 

It  takes  more  than  great  pieces 
to  make  a  masterpiece. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO 


ston's  new  world 


Technology,  according  to 
this  prominent  ex-banker,  allows 
capital  to  go  where  it's  wanted  and  stay 

where  it's  well-treated. 


How  are  computers /communica- 
tions changing  the  world  currency  markets^  Recently, 
we  talked  to  Walter  Wriston,  former  Citicorp  chair- 
man and  author  of  The  Twilight  of  Sovereignty:  How 
the  Information  Revolution  Is  Transforming  Our 
World  Here  is  what  he  told  us. 

The  electronic  superhighway  can  transform  the  hvehhood 
of  a  farmer  in  a  small  village  on  a  faraway  island  nation  or 
handle  in  a  single  day  an  exchange  of  financial  assets  that 
exceeds  the  gross  domestic  product  of  most  countries  in  the 
world.  Telephones  were  only  recently  installed  in  several  Sri 
Lankan  villages.  Until  then,  farmers  had  sold  their  produce  to 
wholesalers  for  but  a  fraction  of  its  market  value  in  the  capi- 
tal city  of  Colombo.  After  the  telephone  came,  the  farmers 
always  knew  the  prices  in  the  city  market  and  increased  their 
income  by  50  percent.  Even  such  a  simple  manifestation  of 
the  power  of  an  information  network  can  change  economic 
destmies  and  may  start  a  chain  of  poHtical  events  of  immense 
consequence. 

The  very  same  network  in  the  past  few  years  has  revolu- 
tionized the  way  the  world's  money  is  traded.  As  late  as  1973, 
the  world  money  market,  such  as  it  was,  resembled  a  giant 
telephone  bee.  Groups  of  traders  sitting  around  banks  of  black 
telephones  would  dial  up  other  traders  or  brokers  v^dth  their 
bids  and  offers,  laboriously  shopping  for  the  best  deal.  No  mat- 
ter how  industrious  the  traders  were,  they  saw  only  a  small 
part  of  the  market.  This  all  changed  when  Reuters  replaced 
the  black  telephone  with  a  video  terminal,  called  Monitor, 
that  assembled  bids  and  offers  from  banks,  thereby  creating 
<•'  \st  true  global  money  market.  As  recently  as  1980,  the 
\lume  of  trading  in  the  foreign  exchange  market  in  the 
\^tes  was  estimated  at  only  $10.3  billion.  By  1989, 
\ad  grown  to  an  average  of  $183.2  biUion  per  day. 


Now,  including  Eurodollars,  estimates  are  that  two  to  three 
trillion  dollars  a  day  are  exchanged  in  Manhattan  alone. 

When  the  market  is  that  large  and  fast-moving,  there  is  no 
way  a  central  bank  can  influence  the  value  of  its  currency  for 
more  than  a  few  minutes. 

Currency  trading  today  is  primarily  capital  transfers,  not 
trade.  This  huge  floating  pool  of  capital  goes  where  it  is  want- 
ed and  stays  where  it  is  well-treated.  If  people  who  own  that 
capital  perceive  that  a  nation's  economic  poHcies  are  bad  or 
that  the  return  on  their  investment  balanced  against  the  secu- 
rity of  their  investment  is  higher  in  another  country,  it  goes. 
Possibly  the  greatest  example  of  this  occurred  in  Latin 
America.  Not  many  people  realize  that  during  the  Latin 
American  debt  crisis  of  the  1970s,  Latin  American  people  had 
on  deposit  in  New  York,  Miami,  London  and  Zurich  many 
times  the  amount  of  the  total  debt  of  Latin  America.  The  rea- 
son was  that  they  didn't  trust  their  own  governments.  Once 
the  governments  reformed,  money  started  flowing  back  in. 

Mexico  under  Carlos  Salinas  is  a  freer  market  than  it  ever 
was  before  and  is  consequently  enjoying  an  inflow  of  capital 
by  Mexicans  who  had  previously  parked  their  money  abroad. 
Chile  has  a  huge  capital  inflow  from  its  own  people.  Even 
Argentina  is  beginning  to  see  inflows. 

Thanks  to  the  growing  powers  of  technology,  the  ability  of 
a  sovereign  power  to  dictate  investment  is  overwhelmed  by 
the  new  world  order  of  traders  sitting  in  front  of  flashing  com- 
puter screens.  National  sovereignty  is  giving  way  to  Marshall 
McLuhan's  global  village.  Borders  are  not  boundaries  any- 
more. Foreign  exchange  control  is  no  longer  possible.  In 
effect,  technology  gives  governments  a  choice:  create  hos- 
pitable cUmates  for  capital  or  suffer  the  consequences. 

Bottom  line:  Money  will  flow  into  countries  that  pursue 
poUcies  based  on  free  enterprise,  low  taxes  and  open  trade.  It 
will  flow  out  of  countries  that  insist  on  central  planning,  high 
taxes  and  protectionism.  Wb 
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Bke  it  advanced." 

!  don't  want  promises. 
h  want  powerful  features 
jat  work  right  now. 

nion  Pacific  Railroad 


ike  it  effortless.". 

bn'tjust  sell  us  a 
stem.  Take  full 
sponsibility  for 
iccess  at  every  step. 
IfyOiefs 


lake  it  versatile." 

e  want  to  access 
lice,  data  and  video 
formation  with  one 
tegrated  system. 
la/  State  University, 
tesno 


lake  it  reliable." 

'hen  you're  as  service- 
'iented  as  we  are,  you 
an't  afford  any  surprises 
n  the  front  line. 
tnited  Ad  Label 
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"Make  it  flexible." 

It  has  to  work  for  a  lot  of 
different  people  in  a  lot  of 
different  configurations. 
Center  for 
Blood  Research 


"Make  it  fit." 

Be  willing  to  learn  about 
our  business  and  tailor  a 
system  that's  right  for  us. 
New  Jersey  Transit 


"Make  it  expandable." 

We  want  a  system  that 
can  meet  our  needs 
today  and  grow  with  us 
in  the  future. 
McLaren  Regional 
Medical  Center 


"Make  it  compatible." 

We  use  equipment  from 
a  variety  of  vendors. 
Can  you  make  it  all 
work  together? 
Cox  Enterprises 


"Make  it  affordable." 

Give  us  a  non-blocking 
architecture  that  doesn't 
require  a  lot  of  extra 
equipment. 
Venture  Stores 


Used  to  be,  the  only  question  was  how  many  phones:  "How  many  people  work  here?  106? 
OK,  you  need  105  little  phones  and  one  big  one  (for  the  receptionist). " 


Now,  the  question  is,  how  do  you  use  your  phones?  Do  you  sell  by  phone?  Do  you  buy  by  phone?  Do  you 

switch  data,  use  voice  mail,  videoconference?  Only  after  closely  analyzing  your  strategic  requirements  and 

phone  yse  patterns  -  patterns  that  even  you  may  not  be  completely  aware  of-  do 

we  tailor  a  total  package  of  specialized  applications  that  precisely  fits  your  needs. 

To  learn  more  about  the  Fujitsu  F9600  ISDN  PBX,  call  us  at  1-800-553-3263.  /, 

The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-billion  global  telecommunications  leader  serving  over  100  countries. 
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By    Nancy 


THE 
GREAT 
PATENT 
PIAGUE 


More  and  more  of  technology's 
big  players  are  crushing  progress 
under  the  weight  of  intellectual 
property  litigation.  And  the  courts 
are  playing  the  villain's  role. 

\JeORGE  HWANG'S  SECOND  American  dream  is  entangled  in 
a  web  of  high-tech  Htigation,  and  chances  are  sHm  it  will  ever  get  free. 

This  would  have  been  vinthinkable  to  the  Chinese-bom,  Tai- 
wanese-bred Hwang  a  few  years  ago.  Smitten  by  U.S.  free-market 
capitahsm,  the  skinny,  intense  engineer  emigrated  here  in  1967  to 
pursue  the  American  dream.  He  foimd  it  in  high  technology.  His 
first  company,  memory  chipmaker  Integrated  Device  Technology 
Inc.  of  San  Jose,  Calif.,  went  pubHc  in  1984  after  just  four  years  in 
business.  By  age  43,  Hwang  had  become  another  unlikely  Sihcon 
Valley  millionaire. 

Yet  it  was  Hwang's  second  stab  at  entrepreneurship,  ULSI  Systems 
Inc.,  that  seemed  destined  to  become  really  big.  ULSI  planned  to  pro- 
duce a  Une  of  low-cost,  hugely  profitable  coprocessor  chips  in  1987,  a 
time  when  giant  Intel  Corp.  was  generating  hundreds  of  millions  of 
dollars  and  dominating  the  market  with  its  coprocessor  chip.  "We 
saw  that  it  took  about  $10  to  make  these  chips  and  that  they  sold  for 
$800  to  $900  a  pop.  What  margins!"  recalls  the  51-year-old  Hwang  in 
his  still-thick  accent.  "We  figured  we  could  do  [the  product]  better, 
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Patent    Plague 


give  the  customers  an  alternative.  We 
figured  this  was  the  American  way." 

But  Hwang  figured  wrong.  He  and 
six  year-old  ULSI  have  been  battling 
Intel  since  1989,  not  in  the  marketplace 
but  in  the  courtroom,  fighting  patent 
infringement  and,  more  foreboding, 
criminal  and  civil  trade-secret  theft 
charges.  The  criminal  allegation  is  an 
unusual  one  for  Sihcon  Valley.  Those 
involved  with  high-tech  litigation  in 
Santa  Clara  County  remember  only 
about  half  a  dozen  cases  deemed  serious 
enough  to  try  in  criminal  court  in  the 
past  30  years.  A  guilty  charge  for  entre- 
preneur Hwang  will  mean  a  jail  term. 

Tiny  ULSI  has  not  had  a  smooth 
ride  through  the  court  system.  It  was 
wiped  out  in  round  one  of  the  infringe- 
ment case,  enjoined  in  the  process 
from  using  the  Hewlett  Packard  Co. 
foundry  in  Oregon  that  was  making  its 
chips.  The  injunction  was  suspended 
in  the  appeals  process,  however. 
Hwang's  criminal  proceedings  were 
scheduled  to  start  in  late  February, 
which  would  keep  him  away  from 
ULSI  for  three  to  four  months,  since 
defendants  in  criminal  cases  must 
appear  in  court  every  day. 

Lost  management  time,  however, 
may  be  the  least  of  Hwang's  worries. 
The  deputy  district  attorney  in  charge  of 
the  case  has  accumulated  allegedly 
incriminating  evidence  against  Hwang 
and  fellow  defendant  Alfred  Chan,  who 
was  on  the  team  that  designed  Intel's 
387  math  coprocessor,  the  product  ULSI 
is  accused  of  copying. 

Chan  left  Intel  to  join  ULSI  in  1987, 
and,  according  to  Hwang's  lawyer, 
Thomas  J.  Nolan,  some  Intel  documents 
"ended  up"  at  Hwang's  company. 
Although  the  papers  were  subsequently 
returned,  those  materials,  plus  four  other 
boxes  of  Intel  documents  found  in 
Chan's  garage,  form  the  basis  of  the 
criminal  case.  When  his  lengthy  crimi- 
nal trial  is  over,  Hwang  will  face  yet 
another  lawsuit,  the  civil  trade-secret 
theft  case.  He  may  do  this  from  prison. 

ULSI,  meanwhile,  has  survived  only 
by  virtue  of  Hwang's  ov^m  estimated  $3 
milHon  investment,  half  of  which  he's 
shelled  out  for  legal  bills.  Housed  in  a 
stucco  low-rise  in  a  low-rent  district  of 
San  Jose,  ULSI  employs  40  rather  than 
the  hundreds  Hwang  once  envisioned. 
And  the  company  remains  a  bit  player 
in  the  coprocessor  chip  market  it  set  out 


to  attack,  having  lost  out  to  newcomers 
such  as  Cyrix  Corp.,  Richardson,  Tex., 
which  sneaked  into  the  market  while 
ULSI  was  tied  up  in  court  and  quickly 
gained  some  20  percent  of  the  market. 
Cyrix,  however,  was  also  sued  for 
patent  infringement  as  soon  as  it 
entered  the  business  by — ^you' guessed 
it— Intel. 

On  the  face  of  it,  Intel's  continuing 
squabbles  with  ULSI  and  Cyrix  appear  to 
be  about  infringement  of  the  company's 
intellectual  property.  Some  within  the 
industry  beheve  these  battles  have  as 
much  to  do  with  Intel's  desire  to  slow 
down  and  stomp  out  competitors  as 
anything  else. 

Faced  with  increasing  competition, 
eroding  margins,  escalating  R&JD  costs 
and  shrinking  market  share,  some  high- 
tech  companies  are  using  the  legal 
process  to  achieve  business  goals  that 
should  rightfully  be  determined  by  the 
rigors  of  the  marketplace.  Structural 
changes  in  the  courts  coupled  with 
other  legal  developments  have  made  it 
possible  for  companies  to  use  intellectu- 
al property  lawsuits  as  intimidating  and 
often  deadly  competitive  weapons — 
companies  that  can  afford  protracted, 
big-ticket  htigation,  that  is.  This  usually 
means  big  companies,  like  Intel. 

But  hold  on.  Wasn't  the  technology 
business  built  by  small  companies  that 
freely  traded  ideas  and  talent,  imimped- 
ed  by  lawsuits?  This  bit  of  history 
seems  to  have  been  forgotten  by  many 
of  today's  high-tech  plaintiffs.  Says  the 
always-gHb  T.  J.  Rodgers,  CEO  of  San 
Jose-based  Cypress  Semiconductor 
Corp.,  "Some  of  the  biggest  proponents 
of  intellectual  property  htigation  today 
were  some  of  the  best  rip-off  artists  of 
the  past." 

The  industry's  entrepreneurial  ardor 
could  be  dampened  if  it  decides  to  for- 
sake its  free-spirited  heritage  in  favor  of 
burdensome  htigation.  George  Hwang, 
for  one,  is  embittered,  and  his  company 
is  all  but  destroyed,  thanks  to  Intel's 
legal  tactics.  In  a  less  htigjous  scenario, 
Hwang — even  if  .he  had  been  found 
guilty  of  filching  trade  secrets — might 
have  been  allowed  the  chance  to  com- 
pete after  misappropriated  documents 
had  been  returned.  ULSI  might  have 
been  a  major  employer  in  San  Jose;  its 
engineers  might  have  produced  innova- 
tive products.  That's  the  way  Silicon 
Valley  worked  10  years  ago. 


Litigation  may  also  prove  repellent 
to  technology  investors,  who  can  find 
better  things  to  do  with  their  capital 
than  use  it  to  fill  lawyers'  pockets. 
There  are  some  indications  that  this  is 
already  happening.  "We  steer  very 
wide  of  any  project  that  has  the  threat 
of  litigation,"  says  C.  Richard  Kram- 
lich,  managing  partner  of  the  $700  mil- 
lion venture  investment  firm  New 
Enterprise  Associates,  San  Francisco. 
Adds  New  York  City  venture  investor 
Fred  F.  Nazem,  "The  litigation  sur- 
rounding new  companies  is  a  damed 
ugly  area.  It's  scaring  investors  away 
from  iimovators." 

Worse  yet,  the  distraction  of  intellec- 
tual property  Htigation  could  impair  the 
industry's  ability  to  bring  fast-paced 
innovations  to  market,  a  knack  that's 
made  the  U.S.  electronics  industry  sec- 
ond to  none.  Already  law^yers  and  legal 
issues  have  become  ubiquitous  in  some 
areas  of  high  technology,  restricting  this 
coimtry's  abihty  to  compete  globally  as 
European  and  Asian  companies  steer 
clear  of  unproductive  legal  battles. 

Although  protecting  U.S.  inventions 
is  important,  one  can  go  too  far  in 
employing  lawsuits  and  courts  to  do  so. 
Fifteen-year  veteran  Silicon  Valley 
lavs^er  Michael  Ladra  warns,  "We  could 
go  too  far  with  intellectual  property  Hti- 
gation.... The  industry  could  choke 
itseH  on  it." 

Founding  Fathers'  Special 
Favor  to  Technology 

Patents  have  always  been  trouble- 
some in  our  free-market  economy. 
When  this  country's  Founding  Fathers 
set  out  in  1 789  to  "promote  the  progress 
of  science  and  the  useful  arts,"  they  did 
so  by  granting  patents,  which  gave  an 
inventor  exclusive  rights  to  his  or  her 
creation  for  a  period  of  17  years.  This 
was  a  tough  measure  for  them  to  adopt. 
"You  have  to  remember  that  these  peo- 
ple were  not  fans  of  big  government," 
notes  Boston  University  School  of  Law 
patent  professor  Robert  P.  Merges. 
"They  really  didn't  like  the  idea  of 
monopoHes." 

But  they  coveted  the  promise  of 
innovation.  "The  men  who  wrote  the 
Constitution  thought  that  by  offering  a 
monopoly  on  an  invention,  by  granting 
the  right  to  exclude,  people  would  be 
induced  to.. .invent.  Innovation  was  that 
important  to  them,"  says  Donald  S. 
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Chisum,  an  intellectual  property  law 
professor  at  the  University  of  Washing- 
ton, Seattle,  and  author  of  Chisum 
Patents,  the  eight-volume  bible  of  the 
patent  law  industry.  Adds  Merges,  "Our 
patent  policy  was  our  original  industrial 
pohcy,  even  though  broad-based.  The 
Founding  Fathers  wanted  to  do  a  special 
favor  for  new  technology." 

Clearly,  the  system  worked,  pro- 
peUing  the  United  States  to  the  fore- 
front of  technology,  from  early  farming 
inventions  such  as  the  cotton  gin  to 
high-tech  innovations  Uke  the  personal 
computer.  But  the  system  is  now  200 
years  old,  notes  Chisum,  and  "some- 
thing of  tha^- vintage  often  gets  to  be  a 
problem.  The  statutory  language  is 
vague  and  ancient.  And  there  have  been 
too  many  court  cases  trying  to  interpret 
that.  This  leads  to  litigation  and  to 
expense." 

Apparently,  this  has  been  the  case 
for  some  time.  Chisum  notes  that  in 
1836,  Congress  complained  that  patent 
statutes  were  causing  too  much  htiga- 
tion.  The  Patent  Office  (now  the 
Patent  and  Trademark  Office)  was  cre- 
ated in  response  to  this  perceived  prob- 
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lem  so  that  patents,  which  had  previ- 
ously been  issued  on  a  casual  basis, 
could  be  formally  granted,  thereby  hm- 
iting  legal  disputes. 

The  methods  used  to  curb  htigation 
in  the  1840s,  though,  actually  con- 
tribute to  it  in  the  1990s.  The  PTO,  as  it 
is  called  by  members  of  the  patent  bar, 
is  today  a  government  agency  burdened 
with  poor  guidelines  and  overwhelmed 
by  too  much  work.  "Ballpark,  there  are 
1,400  patent  examiners  who  must  look 
at  more  than  150,000  patent  applica- 
tions a  year,"  observes  Washington, 
D.C.,  lawyer  Gary  M.  Hoffman,  who 
put  in  a  five-year  stint  as  a  patent 
examiner.  "Some  do  have  technical 
backgrotinds  [in  the  areas  they  review], 
but  they  have  quotas  to  meet,  which 
limits  their  abihty  to  be  thorough.  And 
their  files  are  not  always  complete. 
They  do  not  always  have  access  to  all 
the  prior  art." 

Chisum  beheves  that  high  turnover 
and  poor  morale  among  examiners 
compromise  some  patents.  In  addition, 
he  complains  that  some  rules  are  just 
plain  silly.  For  example,  in  Europe 
patents  are  pubHshed  18  months  after 
they  are  filed  so  that  prior  art — current 
technological  inventions — is  revealed, 
which  keeps  inventors  apprised  of 
developments  in  specific  industries.  In 
the  United  States,  inventions  remain 
secret  until  they  are  patented,  which 
sometimes  takes  years.  This  means 
many  patents  are  issued  without  full 
knowledge  of  existing  technology.  Says 
San  Francisco  lawyer  Harold  McElhin- 
ny,  "What  we  are  getting  as  a  result  [of 
the  agency's  problems]  are  very  broad 
patents  that  can  cause  a  lot  of  mis- 
chief." Adds  Chisum,  "The  PTO  has  a 
quahty-control  problem." 

From  the  looks  of  $6  bilHon  chip- 
maker  Intel,  few  would  guess  that  the 
U.S.  patent  system  has  run  amuck. 
However,  Intel  is  a  company  that  has 
employed  aggressive  patent  policing 
practices  to  gain  marketing  edge,  and  its 
new  gray  and  blue  Santa  Clara,  Calif., 
headquarters  serves  as  testament  to  this 
fact.  The  building's  cavernous  lobby 
functions  as  a  museum,  showcasing 
Intel's  scientific  accompHshments  and 
honoring  its  heroes.  The  company's 
patented  achievements,  some  of  the 
country's  technical  crown  jewels,  are 
enshrined  in  Plexiglas  cases  for  visitors 
to  admire. 
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Etched  on  the  wall  among  the 
other  displays  at  the  museum  is  a 
statement  made  in  1970  by  Robert  N. 
Noyce,  an  Intel  founder  and  semicon- 
ductor pioneer.  It  reads,  "Don't  be 
encumbered  by  history — ^go  off  and  do 
something  wonderful." 

Noyce  did  just  this  when  he  and 
seven  other  engineers  defected  from 
Shockley  Semiconductor  Labs  in  1957 
to  form  Fairchild  Semiconductor  in 
Mountain  View,  Calif.  Their  work  at 
Fairchild  revolutionized  the  electronics 
industry,  but  Noyce  was  not  content  to 
stop  there.  He  did  "something  wonder- 
ful" again  in  1968,  this  time  leaving 
Fairchild  to  create  Intel. 


Joining  Noyce  in  the  new  venture 
were  Fairchild  defectors  Gordon  E. 
Moore,  who  would  become  Intel's 
chairman,  and  Andrew  S.  Grove,  now 
Intel's  CEO.  Dozens  of  others  followed 
them.  Altogether,  recalls  a  former 
Fairchild  assistant  patent  attorney, 
some  70  to  80  people  were  gleaned  from 
Fairchild's  ranks  to  fatten  those  of  Intel. 
Adds  the  lawyer,  "And  a  lot  of  their 
ideas  went  vsdth  them  too." 

But  Fairchild  didn't  sue  Noyce, 
Moore  or  Grove.  That  wasn't  considered 
the  sporting  thing  to  do.  Nor  is  it  likely 
that  Fairchild  would  have  been  able  to 
enforce  its  patent  case  anyway.  Cases  at 
the  time  were  Htigated  in  various  federal 


Retirement  Act 
for  Patent  Lawyers 

Twenty  years  ago,  Roger  S.  Borovoy 
was  an  in-house  patent  counsel  at 
Fairchild  Semiconductor,  Moimtain 
View,  Calif.,  whose  main  job  was 
keeping  the  company  out  of  court. 
Today,  Borovoy's  mission  is  the 
opposite.  Thanks  to  a  legal  environ- 
ment hospitable  to  intellectual  prop- 
erty lawsuits,  Borovoy,  now  at  high- 
tech  law  firm  Brovinti  &  Bain,  Palo 
Alto,  Calif.,  often  counsels  compa- 
nies on  courtroom  strategies.  It's 
steady,  high-billing  work,  and 
Borovoy  is  thrilled  about  it.  "It's  like 
a  retirement  act  for  patent  lav^ers," 
he  says. 

Indeed.  While  it's  not  clear  if  this 
high-stakes  htigation  is  good  business 
for  the  electronics  industry,  it's  done 
wonders  for  the  legal  profession.  Law 
firms  like  the  work  because  it  is 
recession-proof  and  lawyer-intensive. 
Complex  intellectual  property  cases 
sop  up  extra  associates,  paralegals 
and  even  partners  who  would  other- 
wise be  idle  due  to  the  downturn  in 
the  economy. 

Intellectual  property  lawyers  are 
so  hot  these  days  that  large,  fuU-ser- 
vice  firms  from  coast  to  coast  are 
scrambling  for  talent,  paying  top  dol- 
lar to  lure  the  once-ignored,  low-paid 
speciaHsts  away  from  old-line  patent 
fums. 

The  result?  Once-venerable  bou- 
tique practices  Hke  New  York  City's 


Fish  &  Neave  and  San  Francisco's 
Townsend  &c  Townsend  have  been 
M^recked  by  partner  defections,  and 
anyone  carrying  a  high-tech  creden- 
tial can  expect  to  see  his  or  her 
income  soar.  A  mid-level  intellectual 
property  lawyer  at  a  major  firm  pulls 
down  $300,000;  top  draw  is  more 
than  a  cool  half-miUion.  Firms  that 
can't  find  experts,  meanwhile,  are 
retooling  their  own,  hoping  to  turn 
today's  product  Habihty  or  antitrust 
lawyers  into  tomorrow's  high-tech 
legal  scholars. 

Are  lawyers,  thirsty  for  billings, 
prolonging  disputes  between  elec- 
tronics rivals?  Some  practitioners 
believe  so.  "The  amount  of  htigation 
has  gone  up,  and  it's  become  drawn 
out  because  some  lawyers  are,  shall 
we  say,  more  creative  in  looking  at 
intellectual  property  on  behalf  of 
their  cHents,"  says  Wilham  L.  Antho- 
ny Jr.,  who  joined  Brobeck,  Phleger  &. 
Harrison,  Palo  Alto,  after  being  lured 
away  from  Townsend  &.  Townsend 
two  years  ago.  Adds  Morrison  &. 
Foerster's  Michael  A.  Jacobs,  "There 
is  a  lot  of  self-interest  among  patent 
lawyers  who  sense  they  are  on  a 
gravy  train.  The  work  is  enjoyable. 
It's  high  paying." 

That  may  be  true,  but  it  is  stiU 
the  industry  that  "hires  the  lawyers. 
One  of  the  biggest  legal  employers  in 
the  valley  is  superlitigious  Intel 
Corp.,  of  course.  Says  one  happy  ben- 
eficiary of  Intel's  litigation,  "For 
many  of  us  in  Sihcon  Valley,  Intel  is 
our  own  cottage  industry." 


district  courts  spread  throughout  the 
country;  some  were  far  more  likely  to 
uphold  a  patent's  validity  than  others. 
Their  standards  varied  wildly. 

This  wasn't  necessarily  bad  for  some 
U.S.  industries,  the  semiconductor 
industry  among  them.  "A  weak  patent 
poHcy  did  not  slow  things  down  in  the 
development  of  the  integrated  circuit 
and  microprocessor,"  Merges  observes. 
"In  fact,  it  sped  things  up.  The  legal 
environment  of  the  1970s  allowed 
Fairchild,  Intel  and  others  to  get  their 
start,  carrying  the  lesson  that  strong 
patents  for  every  industry  are  not 
always  good." 

These  new  technology  companies 
further  thrived  in  the  1970s  by  embrac- 
ing a  poHcy  of  broad,  long-term  tech- 
nology cross-Hcensing,  an  industry  cus- 
tom that  prevailed  for  more  than  20 
years.  Cross-hcensing  allowed  compa- 
nies not  only  to  share  their  technical 
innovations  but  to  use  each  other's 
technologies.  It  was  a  good  deal.  It  kept 
everyone  out  of  court  and  gave  every- 
one access  to  technological  advances.  It 
also  provided  innovators  with  returns 
for  their  efforts  through  a  reasonable 
royalty,  typically  one  percent  of  the 
market  value  of  the  products  made 
from  the  patent.  A  Palo  Alto,  Calif., 
patent  lawyer,  WiUiam  L.  Anthony,  Jr., 
sums  up  the  period  this  way:  "Compa- 
nies wanted  to  battle  in  the  markets, 
not  the  courts." 

But  that  mindset  vanished  in  the 
mid-1980s  as  a  number  of  external 
developments  coUided  to  make  high- 
tech  litigation  more  attractive.  For 
starters,  the  Reagan  administration's 
laissez-faire  antitrust  attitude  took  hold, 
making  it  more  acceptable  to  adopt 
strong-arm  htigation  tactics  to  enforce 
patents.  Legislation  was  also  passed  that 
signaled  increased  interest  in  protecting 
intellectual  property:  The  Computer 
Software  Protection  Act  of  1980  definied 
software  under  the  Copyright  Act,  and 
the  Semiconductor  Chip  Protection  Act 
of  1984  protected  some  patented  chip 
designs,  such  as  DRAMs  (dynamic  ran- 
dom access  memory),  that  had  been 
ripped  off  by  Asian  competitors. 

Still,  the  high-tech  run  on  the  court- 
house would  not  have  occurred  if  the 
U.S.  Court  of  Appeals  for  the  Federal 
Circuit  hadn't  been  established  in  1982 
to  handle  patent  appeals.  The  court 
streamlined  the  appeals  process  by 
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establishing  a  unified  standard  that  had 
been  lacking.  Curiously,  the  electron- 
ics industry's  outcry  over  the  need  to 
protect  intellectual  property  seems  to 
have  had  Uttle,  if  anything,  to  do  with 
the  creation  of  the  circuit  court. 
Rather,  it  was  a  pet  project  of  Carter 
administration  Attorney  General  Grif- 
fin Bell  that  was  later  shepherded 
through  Congress  by  Senator  Edward 
M.  Kennedy  (D-Mass.). 

The  circviit  coiort's  stated  intent  was 
to  create  a  uniform,  streamlined  venue 
for  patent  challenges.  The  Carter 
administration  was  also  worried  that 
the  U.S.  was  lagging  behind  other  indus- 
trial nations  because  innovators,  disillu- 
sioned by  weak  patent  protection,  had 
stopped  creating  things.  Thus,  the 
court's  "not  so  hidden  agenda"  was  to 
be  pro-patent,  says  Boston  University 
professor  Merges.  "The  original  judges 
who  sat  on  the  federal  circuit  court  had 
a  political  mission,"  adds  lawyer  McEl- 
hinny.  "They  were  picked  for  their  pro- 
patent  views,  and  they  ruled  on  them 
with  a  vengeance." 

The  new  court  quickly  showed  its 
stripes.  In  1985,  it  ruled  in  favor  of 
Polaroid  in  Polaroid  v.  Kodak,  eventual- 
ly awarding  the  company  almost  $1  bil- 
Hon  in  damages  and  interest.  The  deci- 
sion also  tossed  Kodak,  the  infringer, 
out  of  the  instant  photo  business. 

Out  With  Cross-Licensing, 
In  With  Litigation 

This  didn't  go  unnoticed  in  the  legal 
department  of  Dallas-based  Texas 
Instruments  Inc. 

TI  had  been  a  bright  light  in  the 
electronics  industry  for  dozens  of 
years.  It  created  and  patented  the  inte- 
grated circuit,  the  first  handheld  calcu- 
lator, the  first  commercially  produced 
transistor  radio  and  even  the  first  sin- 
gle-chip mictoprocessor,  an  innovation 
wrongly  associated  with  Intel.  But  by 
the  early  1980s,  TI  was  in  terrible 
shape.  It  was  reeling  from  increased 
domestic  competition  and  laboring 
under  poor  marketing  decisions.  It  had 
also  been  crippled  by  Asian  manufac- 
turers' dumping  of  cheap,  cloned 
DRAMs  on  world  markets. 

But  lawyers  and  the  courts  provided 
a  cure  for  TI's  ills.  "Texas  Instruments 
was  the  first  to  notice  the  changed  envi- 
ronment, in  terms  of  the  value  of 
patents,  that  was  brought  about  by  the 
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federal  circuit  court,"  says  Merges. 
Melvin  Sharp,  former  chief  patent  coun- 
sel for  TI  and  principal  architect  of  the 
company's  patent  strategy,  remembers, 
"For  years  we  had  a  legal  environment 
that  was  so  weak  that  we  couldn't 
enforce  patents.  That  had  materially 
changed  by  1985." 

In  1986,  TI  embarked  on  a  campaign 
to  capitalize  on  this  new  environment, 
demanding  high  royalties  on  its  patent- 
ed products.  The  new  premiums  were, 
in  some  cases,  10  times  the  old  royalty 
rate  of  one  percent  of  the  market  value 
of  the  products  made  with  the  patents. 

The  campaign  marked  a  risky  break 
with  industry  tradition,  but  TI  was  bet- 
ting that,  thanks  to  the  new  court  of 
appeals,  more  money  could  be  made  by 
suing  than  cross-Hcensing.  "The  value 
of  patents  was  clearly  going  up  in  the 
courts,  making  the  incentive  to  cross- 
license  go  down,"  Merges  explains. 
"That  would  mean  leaving  too  much  on 
the  table." 

Richard  L.  Donaldson,  current  chief 
patent  counsel  for  TI,  puts  it  this  way: 
"We  had  companies  coming  into  the 
industry  who  were  not  innovating. 
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They  were  not  investing  in  R&D.  They 
Were  just  copying  technology.  They 
cotdd  not  return  the  same  value  on  a 
cross-license  as  companies  that  con- 
tributed to  iimovation,  so  we  had  to 
come  up  with  another  way." 

TI  flexed  its  litigation  muscle  in 
1986,  suing  nine  Asian  companies  in 
U.S.  federal  court  and  before  the  Inter- 
national Trade  Commission  for  infring- 
ing on  some  of  its  DRAM  patents.  The 
nine — ^Hitachi  Ltd.,  Oki  Electric  Indus- 
try Co.  Ltd.,  Fujitsu  Ltd.,  Samsung  Co. 
Ltd.,  Toshiba  Corp.,  Matsushita  Electric 
Industrial  Co.  Ltd.,  NEC  Corp.,  Mit- 
subishi Electric  Corp.  and  Sharp  Corp. — 
were  targeted  to  pay  the  high  royalties 
because  they  could  afford  to.  When  they 
refused,  TI  sued. 

And  TI  won.  The  nine  defendants 
eventually  gave  in  and  paid  up,  though 
it  took  more  than  three  years,  29  law 
firms,  nearly  350  lawyers  and  an  esti- 
mated $10  million  (TI  isn't  saying)  to 
get  the  desired  result.  Was  it  worth  it? 
You  bet.  The  company's  aggressive  roy- 
alty program  has  put  more  than  $1  bil- 
Hon  into  its  coffers  since  1986  (almost 
$260  million  in  1991  alone),  and  has 
sopped  up  the  red  ink  on  its  balance 
sheet  for  the  last  seven  years. 

Consequently,  there's  no  end  in 
sight.  In  1990,  TI  sued  five  domestic 
chipmakers — Analog  Devices  Inc., 
Cypress  Semiconductor,  Integrated 
Device  Technology  Inc.,  LSI  Logic 
Corp.,  and  VLSI  Technology  Inc. — when 
they  refused  to  pay  increased  royalties. 
At  issue  are  fees  paid  on  a  patent  cover- 
ing the  dollop  of  plastic  in  which  some 
chips  are  packaged,  an  intellectual  prop- 
erty TI  contends  is  so  dear  that  it  felt 
compelled  to  go  to  court.  Others  see  it 
differently.  Roger  B.  McNamee,  a  Sih- 
con  Valley  investor  and  high-tech  stock 
analyst,  calls  TI's  legal  claim  "complete 
horse  pucky." 

TI  is  also  trying  to  force  its  PC  clone 
manufacturing  customers  to  pay,  for 
the  first  time,  royalties  on  some  of  its 
patented  computer  "system"  chips  that 
enable  the  machines  to  interact  with 
printers  and  keyboards  and  to  perform 
other  functions.  The  tariff  could  be  up 
to  three  percent  of  the  cost  of  the  com- 
puters containing  the  patented  sys- 
tems— ^up  to  $30  per  machine.  At  least 
one  of  TI's  PC  customers,  Tandy  Corp., 
didn't  take  kindly  to  the  gesture.  After 
a  series  of  legal  wranglings  that  includ- 
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ed  faulty  hcense  agreements,  infringe- 
ment charges  and  countersuits,  the  case 
was  settled. 

"We  realize  some  companies  feel 
our  fees  are  too  high,"  says  Donaldson. 
"But  that's  because  they've  never  had  to 
pay  for  using  our  technology  before.  We 
have  spent  miUions — ^biUions — on  R&D, 
and  we  need  to  protect  that  investment 
to  get  a  fair  return  on  our  intellectual 
property  for  our  shareholders." 

Hogwash,  cries  Cypress  Semicon- 
ductor's Rodgers.  "It's  hard  to  Usten  to 
such  high-blown  intellectual  property 
rhetoric  when  a  company  is  putting  a 
billion  dollars  in  the  bank." 

Intel  Doesn't  Always  Win — 
Does  It  Matter? 

F.  Thomas  Dunlap,  Jr.,  Intel's  general 
counsel,  isn't  well  liked  in  the  chip 
business  as  a  result  of  the  company's 
lawsuits,  but  he  doesn't  much  care.  A 
smalhsh,  balding,  briUiant  lawyer.  Dun- 
lap  is  the  perfect  front  man  for  CEO 
Andrew  Grove's  front  office,  shmgging 
off  criticism  and  chalking  it  up  to  busi- 
ness sour  grapes.  "If  Intel  wasn't  doing 
so  well,  no  one  would  care  about  its 
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lawsuits,"  he  says. 

Dunlap  says  Intel  sues  only  compa- 
nies that  steal  or  infringe  on  its  intellec- 
tual property,  companies  Intel  calls 
"copycats."  Strictly  speaking,  infringe- 
ment is  defined  as  copying  a  patented 
invention  outright — ^not  too  difficult  to 
accompHsh  since  the  patent  office  pub- 
Ushes  the  invention.  At  issue  in  many 
infringement  cases  is  w^hether  inven- 
tions are  dupHcated  or  achieve  the  same 
functionaUty  through  a  different  design. 

"We  won't  cross-license  copycat 
companies  like  Cyrix  that  make  an  imi- 
tation of  our  product,  who  don't  spend 
anything  on  R&X),"  says  Dimlap.  "This 
kind  of  company  comes  into  the  market 
saying,  'The  closer  I  get  to  Intel,  the  less 
business  risk  I  have.  I  have  no  R&iD 
costs,  so  I  can  lower  my  price  and  win.' 
But  what  we've  said  is,  'If  a  company 
does  business  this  way,  it  will  have  an 
increased  legal  risk.' 

"We  do  not  sue  companies  that 
contribute  to  the  industry  through 
R&D,"  he  adds.  "If  we  both  innovate, 
then  we  both  add  value.  But  RSiD  is  a 


bigger  investment  risk  than  ever.  Our 
first  fab  [fabrication  facility]  cost  $1 
milhon.  Now  a  fab  costs  $1  bilhon,  so 
we  can't  give  our  innovations  away. 
We  have  to  protect  our  shareholders' 
investment,  which  is  allowed  by  the 
U.S.  Constitution." 

Semiconductor  analyst  Thomas  A. 
Thomhill  HI,  like  many  on  Wall  Street, 
applauds  Intel  for  its  trusteeship  of  the 
industry's  inventions.  "It  is  absolutely 
critical  to  U.S.  competitiveness  to  pro- 
tect our  intellectual  property,"  says 
Thomhill,  of  Montgomery  Securities, 
San  Francisco.  "It  is  important  to  pro- 
tect the  value  of  R&D  funded  by  share- 
holders." 

Still,  Thomhill  suspects  Intel  isn't 
always  doing  just  that — Cyrix  being  a 
case  in  point.  "I  don't  beheve  Cyrix  is 
copying  Intel's  chip,"  he  says.  Cyrix 
board  member  and  former  TI  lawyer 
Melvin  Sharp  adds,  "We  were  careful  to 
avoid  Intel's  patents.  Cyrix  is  not  a 
copycat."  The  company  says  its  product 
is  an  original  design  that  achieves  the 
same  functionaUty  as  Intel  chips. 


Nevertheless,  Cyrix  has  been  fight- 
ing Intel  on  that  point  for  two  years.  A 
sizzling  startup  in  the  coprocessor  mar- 
ket— it  captured  20  percent  of  the  mar- 
ket in  its  first  year  and  generated  $25 
million  in  revenues — Cyrix  made  one 
critical  error:  It  claimed  its  chips  were 
"100-percent  compatible"  with  those 
from  Intel.  This  fueled  Intel's  fury.  "We 
knew  we  were  in  the  wrong,  and  we 
said  we  would  stop  [using  compatibih- 
ty]  slogans,"  says  CEO  and  president 
Jerry  Rogers.  "But  they  also  asked  us  to 
get  out  of  the  [coprocessor]  business. 
We  couldn't  do  that  because  at  the 
time,  that  was  our  entire  business." 
Intel  subsequently  played  hardball  with 
the  startup,  threatening  to  sue  its  Tai- 
wanese supplier  if  it  sold  product  to 
Cyrix,  among  other  tactics.  So  Cyrix 
hired  a  team  of  lawyers.  "We  knew  that 
Intel  would  use  the  legal  system,  so  we 
felt  we  should  get  there  first,"  Rogers 
explains.  Cyrix  filed  an  antitrust  claim 
against  Intel  in  December  1990;  Intel 
sued  for  patent  infringement  just  15 
days  later. 


When  Intel  Doesn't  Sue 

Talk  to  Dr.  Chi  Shin  Wang  and  his  colleagues  at  Integrated 
Information  Technology,  and  you  find  that  it  is  possible  to 
barge  in  and  outperform  Intel  processors  all  over  the  board 
without  arousing  the  prurient  interests  of  Intel  lawyers. 

According  to  Wang,  most  of  the  companies  that  crashed 
into  court  in  the  math  coprocessor  business  were  Aactims 
of  an  inadvertent  Intel  bait-and-switch.  When  John 
Palmer's  Intel  coprocessor  patent  apphcation  failed  because 
it  included  ideas  from  an  IEEE  floating-point  standards 
committee  that  he  chaired,  Cyrix  et  al.  jumped  to  the  con- 
clusion that  the  coprocessor  market  was  an  open  front.  But 
Intel  pruned  its  claims  and  refiled  successfully.  By  that 
time,  Cyrix,  ULSI  and  the  others  were  off  to  the  races  with 
infringing  chips. 

Started  by  Wang  and  other  defectors  from  Weitek,  the 
high-end  coprocessor  king,  HT  decided  not  to  clone  the 
Intel  part  but  to  clobber  it  technologically,  while  still  offer- 
ing 100-percent  compatibility.  Begirming  in  1987,  HT's 
engineers  devoted  some  two  years  to  duphcating  every 
Intel  287  and  387  floating-point  coprocessor  function  from 
scratch  with  entirely  new  algorithms.  On  release,  the  TIT 
chips  ran  an  average  of  some  five  times  as  fast  as  the  287 
and  nearly  three  times  as  fast  as  the  387  without  even  the 
hint  of  infringement.  UT  marketer  Vivie  Lee  explains,  "You 
can  patent  *a  mechanism  but  not  what  it  does.  You  can't 
patent  merely  'something  that  executes  a  specific  code.'" 

By  1993,  nx  commanded  between  10  and  15  percent  of 
the  math  coprocessor  market.  It  is  completing  a  486  project 


that  also  promises  100-percent  compatibility  without  using 
any  Intel  technology.  At  the  same  time,  HT  has  virtually 
driven  Intel  out  of  the  high  end  of  the  market  for  program- 
mable image-compression  chips.  Intel  announced  a  com- 
petitive device  called  V-3  with  PictureTel  and  then  aban- 
doned it  as  HT  took  some  50  percent  of  the  design-ins  for 
video  conferencing.  For  image  processing,  DT  has  now  filed 
several  patents  of  its  ov^m.  Beyond  the  Intel  repertory,  HT 
also  produces  a  Windows  accelerator  graphics  chip  that  has 
won  a  series  of  important  design-ins  led  by  Hercules. 

Although  Wang  believes  that  Intel  has  occasionally 
been  too  quick  to  sue  rather  than  settie,  he  maintains  that 
the  company  is  defending  a  soHd  patent  position.  Lee  con- 
trasts Intel  with  Stac  Electionics,  which  last  June  launched 
a  splashy  patent  suit  against  HT's  lossless  data-compression 
processor  before  anyone  had  even  seen  a  chip.  The  suit  col- 
lapsed, but  not  before  helping  to  sour  the  market  for  the  HT 
device.  Wang  says  that  he  worries  more  about  these  fanci- 
ful suits  from  out  of  left  field  than  about  suits  by  compa- 
nies like  Intel.  As  for  the  Japanese,  now  depicted  as  the 
new  patent  trolls,  Wang  beheves  that  for  pohtical  and  cul- 
tural reasons  they  are  taking  a  merely  defensive  stance. 

Talking  to  Wang  and  others,  one  gets  the  impression 
that  the  patent  threat  is  overblown.  The  real  problem  may 
be  excessive  readiness  by  the  patent  office  to  grant  protec- 
tion for  trivial  advances,  such  as  Texas  Instruments'  encap- 
sulation glue,  or  for  overly  broad  concepts,  such  as  burst- 
mode  video  transmission,  that  fail  to  pass  the  nonobvious- 
ness  test.  In  the  U.S.,  there  is  clearly  an  egregious  excess  of 
Htigation  of  aU  sorts,  but  patents  may  be  the  least  of  it. 
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The  legal  rigmarole  has  cost  Cyrix,  a 
profitable  but  still  private  company, 
several  million  dollars,  plus  "every  day 
we  have  given  it,"  says  Dennis  J.  Gor- 
man, a  partner  in  Sevin  Rosen  Funds,  a 
venture  capital  hind  that  backs  Cyrix. 
So  consuming  was  the  litigation  that 
Gorman  left  Dallas-based  Sevin  Rosen 
for  18  months  to  manage  the  lawsuits 
for  Cyrix.  "Litigation  is  very  devastating 
for  a  small  company  from  a  time-and- 
energy  point  of  view,"  he  says.  Adds 
CEO  Rogers,  "Intel  has  kept  us  in  court 
and  in  depositions.  I've  been  in  two 
depositions  in  the  last  90  days.  Our 
vice-president  for  engineering  has  been 
up  [to  court]  four  times." 

Yet  it's  effective,  even  when  Intel 
doesn't  won.  "Intel  has  a  pretty  miser- 
able record  in  court,"  observes  patent 
Htigator  Anthony.  "But  as  a  business 
pohcy,  its  legal  strategy  has  been  a  big 
winner.  It  has  managed  to  keep  com- 
petitors tied  up  in  court  and  entrepre- 
neurs away  from  the  field.  That's  why 
we  do  not  have  a  third,  fourth  or  fifth 
generation  of  chip  companies  in  this 
country.  Intel  has  scared  entrepreneurs 
to  death." 

Adds  a  San  Jose  lawyer  who  has 
fought  Intel  and  won  but  nevertheless 
declines  to  be  named,  "A  competitor 
can  win  a  case  against  Intel,  but  it 
doesn't  matter  because  it  took  five  years 
to  litigate  the  claim.  By  then,  the  mar- 
ket has  moved  on  and  the  competitor 
has  lost  out." 

Competitors  also  cried  foul  last  fall 
when  Intel  began  threatening  to  impose 
a  royalty  on  computer  manufacturers 
who  use  "system"  chips  patented  by 
Intel.  The  program  is  similar  to  the  con- 
troversial one  underway  at  Texas 
Instruments,  with  one  exception:  TI  is 
demanding  royalties  from  all  of  its  tar- 
gets, while  Intel  plans  to  command  a 
steep  royalty — as  much  as  $25  to  $30 
per  computer — only  from  computer- 
makers  that  use  competitors'  chips. 
Manufacturers  that  use  Intel's  chips  get 
what  Dunlap  calls  "an  automatic 
license,"  meaning  that  no  royalty  is 
required.  Says  Dunlap,  "This  is  not 
about  antitrust;  this  is  about  making 
no-name  clonemakers,  who  have  no 
intellectual  property,  pay." 

Nevertheless,  Advanced  Micro 
Devices  promptly  sued  Intel  for 
antitrust  violations,  and  Cyrix,  in  a 
motion  filed  in  its  pending  suit  with 
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Intel,  appealed  to  the  court  to  bar  the 
giant  chipmaker  from  collecting  fees 
from  Cyrix  customers.  "We  think  this 
is  a  direct  violation  of  the  antitrust 
laws,"  says  Thomas  B.  Brightman,  co- 
founder  of  Cyrix  and  its  vice-president 
of  business  and  technology.  "This  is  just 
another  way  for  Intel  to  intimidate  us 
and  our  customers." 

Intel  is  undaunted  by  such  accusa- 
tions and  even  its  losses  to  courtroom 
competitors.  Dunlap  compares  Intel's 
legal  record  to  that  of  the  Denver  Bron- 
cos in  that  ball  club's  bid  for  the  Super 
Bowl:  You  can't  won  'em  all.  But  the 
Broncos  would  never  have  gotten  to  the 
Super  Bowl  if  they  lost  as  many  critical 
games  as  Dunlap  has.  Intel  was  defeated 
in  the  first  round  of  its  patent  lawsuit 
with  Cyrix,  for  example,  and  it  has  an 
uneven  track  record  against  rival  AMD, 
suffering  a  key  loss  two  years  ago  in  a 
case  over  its  numerical  denotation  for 
chips,  which  has  allowed  AMD  and 
other  competitors  to  use  Intel's  386  and 
486  terminology.  (Intel  dubbed  its  latest 
chip  Pentium  rather  than  586  so  that  its 
trademarked  name  could  not  be  used  by 
anyone  else.)  To  be  fair,  Intel  has  hcked 
AMD  too.  The  latest  victory  came  last 
December,  when  a  judge  expanded  a 
ruling  barring  AMD  from  using  one  par- 
ticular Intel  chip  microcode  to  include 
use  of  any  of  Intel's  microcode. 

With  each  round  of  litigation,  the 


war  heats  up,  ensuring  that  the  feud 
will  continue. 

There  isn't  any  way  to  quantify  the 
degree  to  which  litigation  influences 
entrepreneurship  or  hampers  technical 
innovation.  "There  are  no  numbers  on 
those  who  didn't  invent,"  observes 
Boston  University's  Merges.  "There  is 
no  record  of  the  venture  capitahsts  who 
haven't  funded  innovative  companies. 
Those  of  us  who  study  the  area  have  a 
suspicion  that  the  intellectual  property 
litigation  boom  may  have  had  some 
negative  impact." 

Cyrix  CEO  Jerry  Rogers  is  not  merely 
suspicious  of  this;  he's  certain  of  it. 
"This  htigation  is  the  biggest  detriment 
to  innovation  to  come  along  in  20 
years,"  he  says.  "Companies  Uke  Intel 
gave  us  so  much  innovation,  and  now 
they  want  to  choke  it  off....  There  is  no 
longer  an  opportunity  for  a  company 
hke  Intel  to  be  created." 

By  the  letter  of  our  intellectual  prop- 
erty laws,  Intel  makes  a  plausible  case 
against  that  statement.  But  the  intent  of 
those  laws  may  be  perverted  in  the 
process.  Says  patent  lawyer  Anthony, 
"The  patent  as  hammer,  while  permit- 
ted, was  not  intended  to  keep  competi- 
tion from  doing  its  thing — that  is,  to 
improve  a  breed  of  technology. "         (^ 

Nancy  Rutter  is  an  Atherton,  Calif. - 
based  freelance  writer. 
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Only  one  thing  can  turn 
your  global  network  from 
a  burden  to  an  asset. 


Outsourcing  with  Syncordia  lets 
you  mind  your  business  better. 

A  multinational  communications  network  should  be  an 
asset  that  builds  your  business.  Not  a  burden  that  bogs  you 
down,  distracting  you  from  your  core  busioess. 

That's  why  you  need  a  partner. 

Outsourcing  with  Syncordia  lets  you  do 
what  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
network.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
and  managing  global  networks  and  allows  you  to  redeploy 
people  and  assets  against  the  business  your  company  was 
formed  to  pursue  in  the  first  place. 

With  us  as  your  partner,  managing  complex  global 
networks  isn't  so  complex,  because  that's  the  business  we 
were  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
opportunities,  not  just  solving  problems.  We'll  make  it  our 
business  to  know  your  business  and  help  you  use  informa- 
tion technology  to  get  an  edge  over  the  competition. 

We're  part  of  BT. 

Syncordia- is  the  first  company  built  from  the 
ground  up  to  provide  global  network 
outsourcing  solutions. 


A  Partner. 


We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  companies. 
So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  com- 
pany, and  retain  the  entrepreneurial  agility  to  customize 
solutions  for  your  business. 

Not  just  the  first,  but  the  finest. 

Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  Network  Control  Centers  armed  with 
Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out 
every  detail  of  what  you  can  expect  from  our  partnership. 
It  defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 

Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  the  sooner  we  become  your 
partner,  the  sooner  your  network  burden  will  become  a 
business  asset. 

For  more  information  on 
Syncordia,  in  the  U.S.  or  Canada, 
calM -800-477-5555. 


syn(^rdia 

Let  us  help  you  mind  your  business 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic. 
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WHEN  rr  COMES  TO  INVENTORY  CONTROL, 
CAN  YOU  AFFORD  ANY  WEAK  LINKS? 


Most  retailers  and  manufacturers  will  agree  that 
bar  code  technology  is  one  of  the  most  important 
inventory  control  innovations  of  the  past  two  dc' 
cades.  And  that  bar  coding  is  most  effective  when 
used  at  all  levels  of  the  supply  chain,  from  the 
manufacturer  to  the  distribution  center  to  the  final 
point-of-sale. 

They'll  also  agree,  however,  that  linking  all 
these  parts  in  the  supply  chain,  without  any 
hitches,  is  not  always  easy. 

Symbol  Technologies  is  the 
world  leader  in  bar  code-based 


data  capture  systems.  Together  with  our  network 
of  business  partners,  we've  implemented  thousand 
of  solutions  around  the  world.  Developing  not  on 
the  technological  tools,  but  also  the  experience 
needed  to  help  you  put  together  a  superior  system 
of  inventory  control.  One  that  can  manage 
inventory  more  effectively,  reduce  ordering  cycles 
and  improve  operational  efficiency.  In  short,  a 
system  with  no  weak  links. 

To  put  our  strength  to  the 
■  m®  test,  call  us  at  1-800-  SCAN- 

IH^^^f  234.  Can  you  afford  not  to? 


Changing  tfie  way  business  works. 


By    Rich    Karlgaard 


Tom  Peters  is  passionate,  profane,  com- 
pulsive, controversial,  outrageous, 
lucky,  hugely  popular  and  rich.  Some- 
how he  seems  right  for  the  time. 

The  now  50-year-old  Peters  burst  on 
the  national  scene  in  1982  when  he  and 
fellow  McKinsey  et>  Co.  consultant 
Robert  Waterman  pubhshed  In  Search 
of  Excellence.  The  book  stayed  on  the 
New  York  Times  bestseller  hst  for  3 
•  years  and  sold  more  than  2.5  milhon 
copies,  making  it  the  best-selling  man- 
agement book  of  all  time.  Peters  attrib- 
utes the  phenomenon  to  luck.  "It  was  a 
garden-variety  great  product  that  for  a 
thousand  reasons  outside  our  control 
caught  everyone's  fancy. " 

In  Search  of  Excellence  dissects  and 
analyzes  companies  and  managers  that 
thrived  despite  the  malaise  of  the 
Carter  years.  Hewlett  Packard,  Federal 
Express  and  Lockheed's  skunkworks  all 
seemed  to  provide  the  same  lesson:. 
Excellent  companies  were  passionate, 
focused,  close  to  the  customer  and 
unafraid  of  risk.  They  built  messy  pro- 
totypes and  tested  them  fast,  Peters 
reported — development  advice  that 
rings  as  true  today.  Colorful  anecdotes 
and  high-octane  commentary  filled  the 
book.  In  Search  of  Excellence  was  wide- 
ly praised,  but  drew  notable  critics  as 
well.  Peter  Drucker  derided  it  as  a  book 
for  children. 

Propelled  into  celebrity,  Peters  left 
McKinsey  and  set  about  building  on  his 
success.  Peters  appears  to  be  one  cob- 
bler who  shoes  his  children:  he  has 
managed  his  own  career  spectacularly 
well.  Three  books  have  followed  In 
Search  of  Excellence,  including  last 
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year's  768-page  tome,  Liberation  Man- 
agement. There  is  also  a  consulting  arm 
called  the  Tom  Peters  Group,  a  pubhc 
television  series  that  shows  Peters  lec- 
turing audiences  in  his  feverish,  evan- 
gehcal  style  and  a  syndicated  newspa- 
per column. 

Facts  about  Peters:  He  has  an  under- 
graduate degree  in  industrial  engineer- 
ing from  Cornell  and  an  M.B.A.  from 
Stanford.  He  Mves  on  a  1,000-acre  farm 
in  Vermont  vnth  his  second  wife  and 
two  llamas.  He  periodically  fights  a  ten- 
dency toward  stoutness,  and  his  weight 
is  known  to  fluctuate  dramatically.  He 
charges  up  to  $60,000  for  a  day's  semi- 
nar. On  stage  Peters  paces  and  sweats 
profusely,  losing  up  to  six  pounds  in  two 
hours.  Although  a  free-market  enthusi 
ast  of  the  F.  A.  Hayek  type,  he  is  also  a 
$1  million  donor  to  the  ACLU,  and  he 
voted  for  Bill  Clinton. 

ASAP  spent  several  hours  with 
Peters.  We  were  startled  to  discover 
that  he  is  even  less  inhibited  in  person. 

ASAP:  What  evidence  do  you  see  that  the 
world  is  going  bonkers? 
peters:  That  you  and  I  are  having  this 
meeting. 

ASAP:  Now  that  we're  clear  on  that,  how 
much  more  bonkers  can  the  world  get? 
peters:  Oh,  it's  barely  started.  There  is  a 
part  of  me  that,  honest  to  God,  is  sort  of 
half  happy  that  I'm  not  going  to  be  ahve 
for  the  full  impact  of  the  biotech  revolu- 
tion. There's  got  to  be  a  minimum  SO- 
SO  chance  that  whatever  the  hell  comes 
with  biotech  is  going  to  make  today's 
world  look  absolutely  like  child's  play. 
ASAP:  Child's  play  in  what  sense? 
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peters;  I  don't  know  what  the  hell  that 
means.  But  there  are  just  totally  freaky 
technologies  over  the  horizon  that  can- 
not be  controlled  by  humankind.  It's 
that  old  problem  with  the  brain.  The 
brain  has  got  its  two  halves.  One  half 
does  a  pretty  damn  good  job  of  thinking 
logically.  The  other  half  is  still  back  in 
the  cave.  When  the  cave  half  gets  ahold 
of  biotech,  you  needn't  have  large  reac- 
tors to  create  plutonium  to  destroy 
the  world.  To  imagine  that  we 
Mdll  behave  in  an  inteUigent  and 
adultlike  fashion  is  optimistic, 
to  put  it  mildly.  It's  freaky. 
ASAP:  Freaky? 

peters:  Oh,  yeah.  Absolutely 
freaky.  Incidentally,  I  think  it's 
important  to  use  words  like 
"freaky"  and  "weird"  and 
"bonkers"  rather  than  "a  time 
of  dramatic  change."  Language 
has  to  have  the  same  heat  that 
the  times  do.  I  worry  about  that 
all  the  time.  Alvin  Toffler  says, 
add  it  all  up  and  there  is  a  need 
to  reinvent  civilization.  Thanks 
to  technology,  the  world  is 
going  bonkers.  And  it's  going  to 
get  more  bonkers — bonkers 
squared  in  a  few  years  with 
bonkers  cubed  on  the  way. 
ASAP:  How  fast  wdll  this  brave 
new  world  of  bonkers  cubed 
arrive? 

peters:  There's  a  strange 
dichotomy  out  there.  On  the 
one  hand,  we've  got  [George] 

Gilder's  world  where  all  mes-    

sages  are  sent  to  everybody 
simultaneously.  On  the  other  hand,  the 
Hyatt  Regency  in  modem  San  Antonio 
has  not  figured  out  how  to  monitor 
individual-room  water  temperatures. 
All  of  us  get  the  same  cold  and  the  same 
hot  in  350  rooms  at  the  same  time.  Far 
out  for  the  Hyatt  is  to  figure  out  how  to 
control  water  temperature.  Even  when 
Hyatt  figures  it  out,  there  remains  the 
human  element — that  other  side  of  the 
brain.  I  came  down  here  [to  San  Anto- 
nio] to  speak  to  a  thousand  bankers.  On 
the  one  hand,  they  are  on  the  bonkers 
end  of  banking,  which  is  an  informa- 
tion-technology business  these  days.  On 
the  other  hand,  they  are  all  still  wearing 
N2oddamn  black  suits;  they  are  the  most 
\iservative  people  in  the  world.  You 
\ee  the  sentimental  tears  in  their 
\the  notion  of  the  marble  bank 


edifice  and  the  old  tight  collars.  When  I 
talk  to  stiffs  like  this,  I  naturally  like  to 
throw  in  a  lot  of  smart-ass  remarks  and 
see  what  happens. 
ASAP:  What  does  happen? 
peters:  One  of  the  smart-ass  remarks 
that  I  typically  make  in  a  seminar  has  to 
do  with  Hewlett  Packard,  a  cojnpany  I 
respect  in  many  ways.  My  comment  to 
people  is.  Hey,  look.  In  Sihcon  Valley, 
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^hanks  to  technology,  the  world 
is  going  bonkers.  And  it's  going 
to  get  more  bonkers — bonkers 
squared  in  a  few  years  with 
bonkers  cubed  on  the  way. 


say  you're  a  37-year-old  engineer  who 
graduated  from  MIT  at  the  age  of  21 .  You 
worked  for  HP  for  16  years.  Now  you 
decide  to  apply  for  a  job  at  Sun 
Microsystems.  Some  friend  told  you  it 
was  interesting.  The  Sun  recruiter  looks 
at  your  resume  and  says,  If  you're  so 
good,  why  in  the  hell  did  you  stay  at  HP 
for  16  years?  That  gets  a  knowing  nod  in 
Sihcon  Valley  or  Seattle.  In  Philadelphia, 
to  a  bunch  of  senior  naval  officers,  I 
could  have  been  speaking  Swahih  when 
I  said  that  same  line.  There  were  two 
reactions:  One  was  cold  sweat  from  a 
few — and  that's  terrific.  The  other  was 
absolute  incomprehension  of  what  the 
hell  I  was  saying.  It's  this  dichotomy 
between  fiber-optic  messages  and  stupid 
Hyatt  showerheads. 
asap:  As  a  lover  of  free  markets,  why 


did  you  throw  your  hat  in  with  Clinton? 
peters:  I  voted  for  Bill  Chnton  because  I 
wanted  to  see  no  more  Clarence 
Thomases  on  the  Supreme  Court — and 
I'm  half  scared  witless  of  Clinton's  eco- 
nomics. At  least  I  think  Clinton  and  his 
pals  have  some  idea  that  we  are  enter- 
ing the  21st  century. 
ASAP:  Why  are  you  half  scared? 
peters:  What  concerns  me  about  Chn- 
ton are  his  pals  like  [Labor  Secre- 
tary] Bob  Reich.  Bob  has  this 
idea  of  collective  entrepreneur- 
ship.  This  seems  to  me  to  capi- 
talize the  "C"  in  collective  and 
not  the  "E"  in  entrepreneur- 
ship.  I  mean,  Reich  just  goes  on 
the  diatribes:  no  room  for  the 
individual;  John  Wayne  is  an 
asshole;  the  notion  that  the 
great  man  or  the  great  woman 
is  bull.  Science  is  all  done  now 
in  big  groups  and  so  on.  Sure, 
you'd  be  an  idiot  not  to  be  in 
favor  of  more  teamwork  and 
more  collaboration.  But  that's 
not  the  point.  The  essence  of 
Sihcon  Valley,  the  essence  of 
every  revolution,  is  people  who 
gather  teams  around  them — 
whether  it's  military  teams, 
football  teams  of  the  Bill  Walsh 
sort,  Wal-Mart,  CNN,  Micro- 
soft. These  people  are  some- 
what bigger  than  life.  In  the 
best  and,  hell,  even  in  the  worst 
sense,  they  get  you  to  buy  into 
their  bizarre  act.  But  Bob  Reich 

doesn't  beheve  this.  He  has,  if 

not  a  strong  anti-entrepreneur- 
ial bias,  certainly  a  strong  anti-entrepre- 
neur bias.  And  it  gets  worse.  Derek 
Scherer,  who  is  Reich's  colleague, 
beheves  in  some  things  that  are  dowTi- 
right  dangerous.  I've  been  saying  to  peo- 
ple, which  is  a  half-assed  statement, 
that  it's  very  clear  to  me  that  the  infor- 
mation technology  revolution  is  going 
to  bring  its  Marx. 

Really?  Do  you  see  any  on 


the 


ASAP: 

horizon? 

peters:  Maybe  it  v^  be  Derek  Scherer. 
Maybe  it'll  be,  God  help  us,  Bill  Chnton, 
the  supposedly  pragmatic  Democrat.  But 
there's  no  reason  to  think  that  we  won't 
get  an  equally  potent  figure  who  will 
lead.  The  freaking  problem  is  that  you 
can  change  technology  in  20  or  30  years, 
but  you  can't  change  that  other  side  of 
the  brain  so  quickly.  It's  going  to  be  a 
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dicey  20  or  30  years.  The  new  technolo- 
gies have  caused  the  transition. 
ASAP:  We've  been  indulging  ourselves  in 
politics.  Let's  talk  about  how  much 
more  bonkers  the  world  of  corporate 
organizations  can  get. 
peters:  Well,  it's  barely  started.  Every- 
body writes  how  we're  flattening  our 
organizations.  What  a  crock!  Maybe  the 
ASAP  part  of  Forbes  is  flattened,  but  Bank 
of  America,  General  Motors  and 
Sears  still  have  a  long  way  to  go. 
ASAP:  The  Sears  Tower  makes 
an  interesting  visual  metaphor 
for  a  rigid  hierarchy,  doesn't  it? 
peters:  Oh,  it's  perfect.  Particu- 
larly because  the  Wal-Mart 
non-tower  is  precisely  the  alter- 
native metaphor.  It's  wonderful 
how  these  coincidences  occur. 
The  Wal-Mart  "tower"  and  the 
Limited  "tower"  are  both  two 
stories  high,  and  both  of  them 
caught  Sears  in  the  pincer 
movement:  The  Limited  was 
symbohc  of  the  speciahsts  that 
nailed  them;  Wal-Mart  was 
symboHc  of  the  generahsts  that 
nailed  them.  Both  came  out  of 
nondescript  towns  and  squeezed 
the  100-story  tower.  But  in 
terms  of  the  "bonkers  organiza- 
tion" or  whatever  you  want  to 
call  the  thing,  that's  still  20  or 
30  years  away.  We  still  will  be 
going  through  that  transition  in 
the  year  2015. 

ASAP:  Do  large  companies  have 
a  chance  in  these  hyperbusiness 
times? 

peters:  I'm  willing  to  beheve 
there  is  such  a  thing  as  viable 
big  enterprise,  but  it's  got  to  be 
an  enterprise  that  in  fact  uses 
the  new  technology  so  that  it 
doesn't  accumulate  all  the  crap 
that  goes  along  with  becoming  large, 
which  to  some  extent  Wal-Mart  has 
done.  And  that's  a  cultural  problem 
more  than  anything.  Look  at  Boeing  ver- 
sus Airbus.  A  huge  history  exists  among 
tens  of  thousands  of  engineers  at  Boeing 
that  hydraulic  Hnes  are  next  to  godh- 
ness — ^heU,  they're  one  above  godliness. 
On  the  other  hand,  the  notion  that  you 
can  control  an*  airplane  with  an  electron 
doesn't  scare  Airbus  witless  because 
they  started  up  that  way  and  have  no 
other  benchmarks.  That  just  so  fasci- 
nates me,  the  notion  of  once  a  dinosaur. 


always  a  dinosaur,  to  use  a  metaphor  in 

a  really  second-rate  way. 

ASAP:  Does  that  mean  we  should  give 

up  hope  on  dinosaurs? 

peters:  Well,  again,  my  standards  are 

high.  Irrelevance  to  me  is  a  lot  worse 

than  death.  Death  would  be  kinder.  And 

certainly,  it's  very  hard  to  kill  a  Boeing; 

it's  very  hard  to  kill  IBM;  it's  apparently 

even  hard  to  loll  a  GM.  But  the  question 
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'm  willing  to  believe  there  is 
such  a  thing  as  viable  big 
enterprise.  But  it's  got  to  be  an 
enterprise  that  uses  the  new 
technology— it  can't  just 
accumulate  all  the  crap  that 
goes  along  with  becoming  large. 
And  that's  a  cultural  problem. 


is,  will  it  lead  anybody  anywhere  in  the 
future?  In  that  sense,  one  can't  be  very 
hopeful. 

ASAP:  What  would  you  do  if  you  were 
on  IBM's  board?  Do  you  ever  dream 
about  running  IBM  as  some  people 
dream  about  batting  cleanup  for  the 
Yankees? 

peters:  Nightmares,  you're  talking 
nightmares!  What  I  would  do  if  I  were 
on  IBM's  board,  for  starters,  is  some- 
thing very  simple.  I  don't  know  if  the 
number  would  be  magjc  13  or  whether 
11  would  be  20  or  whether  it  would  be  6, 


but  I  would  break  the  damn  joint  up. 
Pure  and  simple. 
ASAP:  They've  already  done  that. 
PETERS:  They've  got  to  go  further!  I 
would  sell  partial  or  total  ownership  in 
large  pieces  of  the  thing  to  the  public. 
There  are  bits  and  pieces  of  IBM  that  I 
might  be  interested  in  buying  some 
shares  in.  I'd  no  more  buy  IBM  stock  or 
General  Motors  stock  than  fly  to  the 
moon.  I  don't  envy  those  guys  and 
their  tasks.  I'm  sure  [former 
CEO  John]  Akers  is  a  good  guy, 
but,  jeez,  what  a  burden,  what  a 
personal  burden.  Can  I  tell  you 
an  IBM  story? 
ASAP:  Be  our  guest. 
PETERS:  I  have  this  friend,  Paul, 
who  was  a  "60  Minutes"  pro- 
ducer, 20  years'  duration,  and  he 
was  just  up  in  Armonk  [N.Y., 
IBM  headquarters]  five  or  six 
months  ago  shooting  something 
with  Jack  Kuehler  [former  presi- 
dent and  now  vice-chairman]. 
Kuehler  is  apparently  a  smart 
guy  who  was  actually  able  to 
answer  questions.  But  when  my 
friend  arrived,  Kuehler's  min- 
ions, still  numbering  in  the 
freaking  dozens,  had  prepared 
answers  on  big  cards  for  the  guy 
to  questions  Uke,  What  compa- 
ny do  you  work  for?  But  that 
wasn't  the  most  telling.  This  is 
late  1992.  We  know  the  crap 
that  IBM  has  gone  through  in 
1992.  You've  been  around  the 
media  industry  for  a  large  share 
of  your  Hfe.  You  know  the  kind 
of  vans  that  independent  media 
guys  drive.  They've  got  Grateful 
Dead  stickers  all  over  them  and 
every  other  goddamn  thing. 
Paul's  guys  moved  in.  IBM  had 
given  them  some  kind  of  park- 
ing pass  right  in  front  of  where  the  big 
shots  work.  So  up  drives  Paul's  van  to 
shoot  Kuehler,  and  it  was  a  typical  dilap- 
idated independent  film  crew  van.  At 
some  point  early  in  this  process,  one  of 
the  many  minions  came  ruiming  out  to 
see  Paul  and  said.  You  are  going  to  have 
to  have  that  van  moved.  Paul  asks  why. 
The  minion  said.  Because  it  is  inappro- 
priate for  our  senior  people  to  see  this 
thing  out  the  window.  Inappropriate! 
That's  sick.  It's  unbeHevable. 
ASAP:  And  that  adequately  explains 
IBM's  current  problems? 
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PETfERS:  It  cxplains  a  lot.  Those  little 
antliiopological  tip-offs  are  as  interest- 
inj;  18  the  innards  of  the  technology  in 
M'atchjjig  tliis  great  historical  transition 
take  place. 

ASAP:  As  a  well-traveled  amateur 
anthropologist,  which  regions  of  the 
country  do  you  think  have  the  right  for- 
mula for  technology  success? 
PETERS:  In  this  age  of  hrains,  people  v^ 
go  to  places  where  there  is  a  good 
quality  of  life,  clean  air,  where 
the  K-through-12  system  is 
functioning — there's  no  ques- 
tion about  it.  Now,  if  I  were  a 
young  engineer  on  the  make,  I 
would  head  straight  to  Sihcon 
Valley.  There  still  is  a  density  of 
engineers  and  entrepreneurs  and 
venture  capital  that  can't  be 
matched  anywhere  else. 
ASAP:  Big  problems,  too:  escalat- 
ing California  taxes  and  regula- 
tions, cost  of  Hving,  traffic.  Tal- 
ent is  leaving. 

PETERS:  But  again,  Sihcon  Valley 
has  molecules  bouncing  around 
that  add  to  the  creative  tension. 
As  far  as  talent  goes,  one  of  Sih- 
con Valley's  great  secrets  is 
stealing  human  capital  from  the 
Third  World.  Maybe  the  natives 
are  leaving.  That  is  more  than 
made  up  for  by  Indians  and  Tai- 
wanese coming  in. 
ASAP:  What  other  regions  do  you 
hke? 

PETERS:  Texas.  It  feels  ahve.  I 
well  remember  in  the  wake  of 
OPEC  I  and  OPEC  n  sizable  num- 
bers of  pals  who  were  $50K-  or 
$60K-a-year  professors  at  Cor- 
nell or  maybe  even  Stanford 
being  recruited  down  here  for 
M.B.A.  kinds  of  salaries,  and  when  the  oil 
money  was  pouring  through  the  Univer- 
sity of  Texas  system.  Texas  was  really 
smart  with  that  oil  money.  It's  a  strange 
American  thing.  On  the  one  hand,  this 
Brownian  motion,  this  wildness  of 
entrepreneurship,  is  phenomenally 
important.  On  the  other  hand,  given 
what  drives  economies  these  days — that 
is,  technology — clearly  of  parallel  impor- 
tance is  the  collegiate  environment. 
Simple,  hard-boiled,  it's  called  research 
university — ^which  is  different  than  uni- 
versity without  the  adjective. 
ASAP:  Intellectual  capital  and  a  spirit  of 
enterprise.  Are  those  qualities  bound  by 


geography  or  can  they  exist  in  virtual 
communities  as  well? 
PETERS:  That's  au  interesting  debate.  I 
may  take  a  great  step  back  into  the  past 
with  my  next  book  because  I  really  want 
to  focus  on  physical  factors.  The  power 
of  an  electronic  network  to  access  data  is 
becoming  phenomenal.  On  the  other 
hand,  it  really  bugs  me  when  Nicholas 
Negroponte  [head  of  MIT's  Media  Lab] 


T 


^he  problem  with  technology 
in  corporate  America  is  that 
uptight  organizations  create 
uptight  protocols  for  their 
E-mail  systems.  Half-assed 
organizations  create  half-assed 
protocols,  and  it  works. 


says  that  in  the  future  we  will  be  able  to 
tap  into  the  information  streams  we 
want.  That  is  so  damn  wrong. 
ASAP:  Why?  That  sounds  like  the  fulfill- 
ment of  every  computer  user's  dream. 
PETERS:  The  essence  of  scientific  creativ- 
ity is  unexpected  streams  of  informa- 
tion crossing  each  other  in  oddball  ways 
at  propitious  times.  Being  organized 
about  information  collection  is  fascist. 
There  is  something  in  the  process  of 
walking  through  the  Ubrary  stacks  and 
having  your  eye  accidentally  hght  upon 
some  13th-century  treatise  that  gives 
you  the  answer  to  your  conundrum  in 
quantum  mechanics.  It's  that  exposure, 


those  eclectic  exposures.  I  mean,  find 
me  a  truly  significant  innovator  who 
doesn't  have  some  form  of  significant 
eclecticism.  It's  a  dehght  to  hear  that 
John  Sculley  and  Bill  Gates  read — and 
not  only  the  stuff  they  are  supposed  to 
read  but  a  lot  of  stuff  they  are  not  sup- 
posed to  read. 
ASAP:  You  argue  in  Liberation  Manage- 
ment that  people  leam  more  from  ran- 
dom jionky  E-mail  systems  than 
from  those  narrowly  designed 
by  companies  to  filter  out 
unwanted  data. 

PETERS:  The  problem  v^th  the 
application  of  information 
technology  in  corporate  Ameri- 
ca is  that  uptight  organizations 
create  uptight  protocols  for 
their  E-mail  systems.  Half- 
assed  organizations  create  half- 
assed  protocols,  and  it  works. 
So  once  again  we  have  the 
umpteenth  piece  of  proof  that 
the  nuts  get  richer  and  the 
bozos  get  poorer.  How  you 
organize  chatter  should  be  a  big 
part  of  any  reengineering  effort. 
ASAP:  Doesn't  E-mail  do  that? 
PETERS:  E-mail  is  great,  but  only 
if  you  permit  people  to  write 
messages  with  typos  and  don't 
go  back  and  correct  something 
that's  supposed  to  be  loose. 
That's  a  deep  cultural  thing. 
People  in  an  uptight  company 
will  write  a  letter-perfect  E- 
maU  message  and  go  back  and 
add  a  couple  of  misspellings  to 
look  loose.  There  is  a  story  that 
Jack  Welch  of  GE,  when  he 

.    took  over,  was  appalled  by  the 

^^H  amount  of  time  people  spent 
making  charts  for  presenta- 
tions. So  Welch  sent  down  an  edict  that 
all  charts  would  be  hand-drawn.  Then 
he  discovered  to  his  dismay  that  people 
were  going  through  all  the  same  rituals, 
and  on  the  last  night  before  they  were  to 
come  visit  him,  they  would  take  the 
super-prepared  charts  and  draw  them 
over  in  handwriting.  Welch  realized  he 
couldn't  solve  the  problem  by  edict.  He 
had  to  change  the  uptight  culture. 
ASAP:  Should  all  information  in  an  orga- 
nization be  made  available  to  all 
employees? 

PETERS:  Yes,  that's  correct — within  Um- 
its.  I'm  using  a  little  poetic  license. 
Obviously  there  are  issues  involving 
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Give  Your  Company's 
Decision-Makers  ThE  Support  TRey  Need 


Tt)  Make  Better  Decisions. 
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he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed,  ft  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 
company- wide  decision  making.  The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  ^  For  more 
:  than  a  decade,  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  —  grow  their  sales, 
slash  their  costs,  understand — and  serve  —  their  markets  better  We  want 
to  help  you,  too.  ft  To  find  out  more  about  how  a  decision  support 
System  can  work  for  you,  just  call  us  toll-free  at  1-800-346-3824.  Or  fax  us 
at  (415)  966-8282.    ft    Metaphor  Everywhere  smart  decisions  are  made. 
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SEC  filings  and  patent  applications  that 
it  would  be  illegal  to  share,  but  basi- 
cally, at  the  level  relative  to  the  people 
that  I  am  writing  for,  all  information 
should  be  shared. 
ASAP:  Includrag  salaries? 
PETERS:  I  dou't  scc  why  the  heU  not.  My 
hypothesis  about  salaries  has  alv^^ays 
been  that  if  people  don't  know  what 
other  people's  salaries  are,  the  things 
they  imagine  are  a  lot  worse  than 
even  the  worst  ineqtiities.  How 
we  are  valued  in  the  market- 
place is  damn  important  data.  I 
don't  see  the  difference  between 
publishing  your  salary,  my 
salary,  a  receptionist's  salary, 
and  pubHshing  Michael  Jordan's 
salary.  If  you  want  to  be 
employable  as  a  receptionist, 
you  better  be  in  the  top  decile  of 
receptionists  or  wonder  why.  I 
think  salary  information  is  an 
indicator  of  how  the  market  is 
treating  you.  It  makes  sense  for 
the  individual,  and  I  think  it 
definitely  makes  sense  for  the 
company,  because  my  theory 
has  always  been  that  if  publish- 
ing salaries  embarrasses  you, 
then  there  is  probably  a  reason 
to  be  embarrassed,  so  you  ought 
to  do  something  about  it. 
ASAP:  Will  the  knowledge  age 
create  a  tyranny  of  the  smart? 
Some  think  so. 

PETERS:  I  dedicated  Liberation 
Management  to  these  two 
teamster  guys  who  hoist  hoses, 
Tom  Strange  and  Joe  Tilli.  I 
have  no  idea  what  IQ  Tom  or  Joe 
has.  It's  probably  not  175.  It  sure 
as  hell  isn't  95.  They  are  very  decent, 
thoughtful,  inteUigent  people  who  can 
handle  95  percent  of  Bob  Reich's  sym- 
boHc  analysis  tasks.  I  think  a  large  share 
of  the  population  is  up  to  this.  Tom  and 
Joe  say  to  me  that  if  there's  an  emerging 
tyranny,  it's  because  managers  are  ass- 
holes and  haven't  allowed  the  Toms  and 
Joes  to  do  inteUigent  tasks.  The  average 
company  treats  them  like  ninnies 
because  somewhere  down  deep  they 
don't  think  they  can  do  Perato  analysis. 
That's  the  real  tyranny  of  our  time.  I 
don't  think  it  needs  to  happen.  Maybe 
we  vsoll  work  our  way  out  of  it,  but  it's 
very  troublesome. 

ASAP:  StiU,  a  Bill  Gates  would  tell  you 
that  a  great  software  programmer  may 


be  literally  worth  100  or  1,000  times 
more  than  a  merely  good  one.  Won't 
salaries  have  to  become  more  disparate 
to  reflect  the  wide  scattering  of  abrhties 
in  the  knowledge  age? 
PETERS:  The  more  interesting  question 
is,  Will  there  be,  should  there  be,  mi^t 
there  be  more  acknowledgment  of  these 
differences?  I  have  no  idea  what 
Microsoft's  poHcies  are,  but  Apple  and 
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he  average  company  treats 
workers  like  ninnies  because 
somewhere  down  deep  they 
don't  think  they  can  do  Perato 
analysis.  That's  the  real  tyranny 
of  our  time. 


Intel  have  been  willing  to  pay  semi-NBA 
prices  for  super  talent.  I  bet  you  that 
was  never  true  at  the  Watson  Labs  or 
DuPont  Labs  in  Wilmington.  I  don't 
even  know  whether  it's  good. 
ASAP:  But  it's  inevitable,  right?  For  one, 
the  knowledge  age  will  widely  scatter 
abihties.  For  two,  everywhere  one  looks 
a  free-agent  system  is  replacing  the  old 
employer-employee  relationship. 
PETERS:  I  guess  that's  fair.  It's  just  that, 
to  give  the  other  side  its  due,  there's  a 
fair  amount  of  research  on  research 
activities  which  suggests  that  when 
there  is  more  equity  in  pay  there  tends 
to  be  more  research  productivity. 
ASAP:  Are  you  talking  about  generic 
research  productivity  among  10,000  pro- 


grammers or  about  the  25  superstars 
that  BiU  Gates  says  are  critical  to  the  , 
success  of  Microsoft? 
PETERS:  Well,  even  in  this  new  world  of 
young  WiUie  Gates'  you've  got  to  exe- 
cute this  crap,  which  Microsoft  does. 
Don't  we  have  the  George  Steinbrenner 
issue?  Steinbrenner,  with  his  infinitely 
deep  wallet,  proved  beyond  a  shadow  of 
a  doubt  that  having  25  phenomenally 
high-priced  pieces  of  talent  doesn't 
necessarily  make  you  a  vdnner. 
The  more  interesting  challenge 
for  Gates  is  to  find  the  httle 
schmuck  who  is  an  honest-to- 
God  nerd  in  1993  who,  either 
for  Gates,  or  more  likely  for 
himself,  is  going  to  kick 
Microsoft's  ass  seven  ways  to 
Sunday  within  the  year.  The 
long-term  test  for  Gates  is,  in  a 
huge  institution,  not  can  he 
find  25  phenomenal  people — ^he 
can — but  can  he  create  the 
structure  where  Microsoft 
breeds  the  next  generation  of 
superstars? 

ASAP:  How  would  you  advise 
Gates  and  his  peers  to  do  that? 
PETERS:  The  key  is  to  create  an 
environment  that  creates 
superstars  who  can  become 
more  important  than  the  boss. 
Ted  Turner  is  surprisingly  good 
at  this.  Sonny  Mehta  at  Ran- 
dom House  is  more  important 
than  his  boss.  More  people  in 
publishing  know  Sonny  Mehta 
than  know  Alberto  Vitale,  who 
runs  the  joint.  Now,  at  some 
level  Microsoft  is  obviously  a 
wonderful  playpen.  But  if  you 
were,  in  your  own  mind,  the  software 
equivalent  of  Sonny  Mehta,  a  creator  of 
phenomenal  hits,  would  you  really  be 
willing  to  subjugate  your  ego  to  Bill 
Gates'  in  what  has  now  become  an 
11,000-person  company?  I  don't  think 
you  would  necessarily.  I  don't  think  you 
would,  period. 

ASAP:  Then  how  do  you  create  an 
ecosystem  that  breeds  the  next  genera- 
tion of  superstars? 

PETERS:  This  is  going  to  sound  half  nuts, 
but  I  would  submit  that  Stanford  and 
other  great  research  universities  hold 
the  key. 

ASAP:  Slow  dovm  here.  Universities  as  a 
model  for  fast  companies?  If  ever  there 
was  an  institution  vdth  its  head  in  the 


74 


Forbes  ASAP. 


sand,  it's  the  academy. 
PETERS:  Yes,  they're  bureaucratic,  and 
nobody  hkes  the  tenure  system.  But 
there's  a  lot  to  say  for  the  tenure  system. 
ASAP:  Including  the  fact  that  80  percent 
of  your  tenured  professors  fell  asleep  20 
years  ago. 

peters:  But  the  other  20  percent  or  10 
percent  or  5  percent  are  independent — 
you  can't  touch  them.  They  are  free  to  do 
radical  stuff,  which  is  the  essence. 
As  Gates  says,  you  don't  need  to 
have  a  large  share  of  the  popula- 
tion doing  violently  creative 
things.  The  power  of  the  tenure 
system  is  that  it  allows  you  to 
be  totally  wacky  as  long  as  it's 
not  totally  morally  repugnant. 
And  that's  not  a  bad  hand  in 
today's  envirorunent. 
ASAP:  Again,  this  observation 
seems  at  odds  with  everything 
you  hold  dear.  Nearly  all  of  your 
writing  talks  about  the  need  to 
blow  the  cold  winds  of  the  mar- 
ketplace into  every  nook  and 
cranny  of  an  organization. 
peters:  Seems  at  odds?  It  is  at 
odds.  So  what? 

ASAP:  You've  slid  pretty  com- 
fortably into  that  paradox. 
peters:  The  world  is  a  paradox! 
It's  the  Scott  Fitzgerald  line 
about  the  true  test  of  a  top-flight 
inteUigence  being  the  abihty  to 
hold  two  opposing  ideas  and 
still  be  able  to  function. 
ASAP:  A  test  which  Scott  Fitz- 
gerald himself  failed  in  a  sea  of 
booze. 

PETERS:  But,  my  God,  he  and 
Zelda  had  a  good  time  in  the 
process.  Oh,  my  heaven!  He  did 
flunk  it,  but  he  passed  the  Oscar 
Wilde  test:  The  only  things  one  does  not 
regret  in  the  end  are  one's  mistakes. 
ASAP:  Other^than  academics,  do  you 
have  complete  faith  in  markets? 
PETERS:  You  missed  the  point!  There  is 
a  great  market  at  work  in  the  academy. 
There  is  no  more  violently  competitive 
environment  than  the  hotbed  of  the 
academic  spectrum.  It's  a  Httle  bit  hke 
the  double-helix  thing.  You'd  pick  a 
problem.  You  would  probably  work  on 
that  problem  mostly  in  isolation  for 
two  or  three  years  and,  given  the  nature 
of  discovery,  the  odds  are  moderately 
high  that  two  to  three  weeks  before 
your  dissertation  was  submitted,  some- 


body in  India  would've  solved  your 
problem,  in  which  case  your  disserta- 
tion would  be  dead  and  you'd  have  to 
start  the  whole  goddamn  thing  over 
again.  No,  I  beheve  in  always  leaning 
radically  in  the  direction  of  the  market 
as  far  as  you  possibly  can.  The  reason  I 
get  up  on  stage  and  say  such  wild-ass 
things  is  because  I  think  that  most  of 
our  big  companies  are  really  lousy  at  it. 


I 


never  take  the  podium 
seriously.  It's  a  little  bit  like 
this  conversation.  For  whatever 
reason,  I  don't  have  any 
problem  saying  stupid  things 
and  thinking  on  my  feet.  Fll  say 
any  damn  thing. 


That's  the  goddamn  scandal  about  the 
free  market.  Almost  always,  the  last 
people  who  want  to  blow  the  cold 
wirids  of  the  market  into  every  nook 
and  cranny  of  the  company  are  the  peo- 
ple running  the  joint. 
ASAP:  Did  you  just  wake  up  one  day  and 
decide  that  you  wanted  to  be  what 
amounts  to  a  secular  evangehst? 
PETERS:  Yes,  I  did. 

ASAP:  I  assume  they  didn't  teach  you  to 
stand  up  and  preach  at  McKinsey. 
PETERS:  I  don't  know  how  it  happened. 
First  of  all,  it's  uncomfortable  to  talk 
ahout  because  it's  weird.  Doing  well  on 
a  stage  I  never  thought  about. 


ASAP:  You  mean  to  say  that  you  don't 
think  about  your  stage  act?  That's  hard 
to  beheve. 

PETERS:  The  truth  of  the  matter  is,  good 
one-liners  come  by  trial  and  error.  Some 
sentence  accidentally  pops  out  of  your 
mouth  and  1,000  people  laugh.  Given 
that  we  are  all  basically  Pavlovian  dogs 
when  you  get  down  to  it,  the  odds  signif- 
icantly go  up  that  you'U  say  it  again. 
That's  the  heart  of  the  matter.  I 
would  argue  that  everything  I 
do  is  different  than  everything 
else  I've  done,  but  there  certain- 
ly is  some  level  of  continuity  to 
it.  I  suppose  a  lot  of  it  has  got  to 
be,  if  not  genetic,  at  least  social- 
ization. My  mother  is  one  of  the 
world's  great  talkers. 
ASAP:  On  stage  you  appear  to  be 
entirely  lifted  by  your  own 
adrenaline. 

PETERS:  I  never  take  the  podium 
seriously.  It's  a  little  bit  like 
this  conversation.  For  whatever 
reason,  I  don't  have  any  prob- 
lem saying  stupid  things  and 
thinking  on  my  feet.  You 
know,  I  don't  give  a  crap 
whether  there  are  4,000  people 
out  there  or  one — ^I'U  say  any 
damn  thing.  I  have  no  sense  of 
it.  It  could  be  the  adrenaline. 
It's  fascinating  stuff,  not 
because  it's  business,-  it's  just 
that  the  whole  damn  thing  is 
about  human  beings.  This 
whole  discussion  we're  having 
about  Gates,  and  we  could  be 
talking  about  Sam  Walton,  is 
about  this  pecuhar  intersection 
of  technology  changes  and 
human  drama.  That's  why  I  say 
with  dead  seriousness  that  if 
you  want  to  understand  business  and 
run  a  business  well,  read  Chekhov,  not 
Drucker  and  Peters.  I  beheve  it.  What 
you  learn  from  decent  novehsts  is  the 
richness  and  the  chaos.  That's  why  I 
love  markets,  not  because  I  was  per- 
suaded by  F.  A.  Hayek's  arguments,  but 
because  I'm  persuaded  by  Chekhov  and 
by  Joyce  and  by  Max  Frisch  and  people 
like  that.  They're  the  ones  that  tell  you 
Ufe  is  a  game  of  chance. 
ASAP:  When  you  implore  CEOs  to  read 
novels,  what's  the  kind  of  response  you 
get? 

PETERS:  They  don't  even  read  my 
books.  The  problem  I  have  with  most 
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ui  ii;  V  -ciTiinars,  which  is  probably  why 
I  ger  rnore  outrageous  over  time,  is  that 
not  enough  people  call  me  an  asshole 
when  I  say  stupid  things.  That's  the 
problem:  I've  got  a  problem  with  brain- 
dead  people. 

ASAP:  It  is  said  that  you  make  up  to 
$60,CXX)  a  day.  Why  do  you  suppose  peo- 
ple pay  you  that  much? 
PETERS:  I  would  really  be  showing  total 
false  humility  if  I  said  that  I've 
never  reflected  on  it  all.  But  I 
was  thinking  about  it  one  time 
and  my  appeal,  I  think,  in  part  is 
that  I  can  get  away  with  murder 
because  I  give  a  damn. 
ASAP:  Let's  switch  subjects.  Dur- 
ing the  last  10  years,  bilhons  of 
dollars  were  spent  on  comput- 
ers, yet  white-collar  productivity 
did  not  go  up  correspondingly. 
Why  not? 

PETERS:  I  agree  with  what 
Michael  Hammer  says  about 
paving  over  cov^aths.  I  recently 
looked  at  productivity  numbers 
from  when  the  railroad  came 
along.  As  you  know,  the  rail- 
road was  integral  to  the  Indus- 
trial Revolution  because  it  gave 
us  a  network  that  allowed  you 
to  distribute  things  on  a  nation- 
wide basis.  The  railroad  was 
clearly  the  harbinger  of  maybe 
the  greatest  burst  of  productivi- 
ty increase  in  the  United  States 
between,  say,  1890  and  1910. 
But,  down  to  the  year,  the  first 
40  years  of  the  railroad,  like  the 
first  40  years  of  the  computer, 
gave  us  the  same  totally  screwed-up, 
ambiguous  productivity  figures — there 
was  no  improvement  in  the  railroad 
either.  Why?  Because — back  to  Tof- 
fler — you  have  to  reinvent  society  first. 
There  were  no  factories  that  could 
dehver  the  order.  There  was  not  a  dis- 
tribution system.  Eventually,  the  rail- 
road led  to  the  invention  of  department 
stores.  But  first  you  had  40  years  when 
the  country  had  to  be  reinvented  before 
the  power  of  this  phenomenal  network 
tool  called  the  railroad  could  contribute 
to  productivity.  I  suspect  we're  going  to 
have — and  I  don't  see  how  we  can 
screw  it  up — we're  going  to  see  the 
same  bloom,  with  the  United  States 
leading  the  way  in  the  productivity  sta- 
tistics of  the  service  sector. 
ASAP:  The  job  category  called  CIO 


became  popular  in  the  mid-1980s,  as 
companies  sought  to  align  corporate 
goals  with  technology's  powers.  But 
many  of  the  CIOs  failed.  Why? 
PETERS:  Companies  in  the  future  will  be 
shaped  to  a  very  significant  degree  by 
their  abihty  to  be  visionary  about  t|;ie 
apphcation  of  new  technology.  That's  a 
given.  BancOne,  Wal-Mart,  Federal 
Express,  CNN  are  marvelous  examples 
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ompanies  in  the  future  will 
be  shaped  to  a  huge  degree 
by  then  ability  to  be  visionary 
about  the  apphcation  of  new 
technology.  That's  a  given. 


of  that  today.  They  all  have  CEOs  who 
are  themselves  their  own  chief  technol- 
ogy officers,  even  though  they  have  bril- 
liant information  technologists.  Bob 
Crandall  at  American  Airlines,  for  all  its 
faults,  has  been  a  pioneer.  Even  if  it's 
now  backfired  in  a  lot  of  important 
ways,  that  doesn't  make  him  any  less  of 
a  pioneer.  The  misfires  in  the  mid-'80s 
were  chief  executive  officers  who  kind 
of  got  the  right  idea  that  technology  was 
damned  important,  but  they  couldn't 
have  given  a  damn  less  about  it  them- 
selves and  didn't  bother  to  leam  a  lot 
about  it.  They  hired  good  people, 
because  CEOs  tend  to  know  how  to  do 
that.  They  hired  some  fantastic  person 
or  promoted  somebody  to  CIO.  But 
these  CIOs  tended  to  not  have  much  of 
a  business  vision  and  tended  to  be  more 


or  less  techno-freaks.  They  promised 
the  moon.  They  said,  I'll  take  care  of  it  . 
for  you,  Mr.  CEO,  which  is  exactly  the 
v^ong  answer.  They  overpromised  and 
underdeUvered. 
ASAP:  What's  the  right  answer? 
PETERS:  Well,  the  right  answer  is  that 
if... if  you  look  at  Wal-Mart,  Federal 
Express,  CNN,  American  Airlines, 
Rosenbluth  Travel,  BancOne,  they  have 
experimented  their  way  in.  They 
never  expected  to  get  it  right 
the  first  time.  The  CEO  has 
been  involved  with  the  vision 
from  the  beginning.  It's  been 
the  CEO's  vision. 
ASAP:  Can  the  CIO  give  you  a 
technology  vision? 
PETERS:  Absolutely  not.  Peri- 
od. It's  got  to  be  the  CEO's 
technology  vision.  The  CEO 
has  got  to  have  a  workstation 
on  his  or  her  desk,  has  got  to 
love  this  stuff.  I  remember 
when  I  sat  down  with  Bill 
McGowan  at  MCI  3  or  4  years 
ago.  Every  5  or  10  minutes, 
even  when  we  were  doing  the 
interview,  McGowan  would 
tum  around  to  see  what  the 
hell  had  come  in  on  this  won- 
derfully intense  and  zany  per- 
sonal MCI  Mail  internal  sys- 
tem that  he  used.  He  was 
engaged  with  the  technology. 
Now,  Bill  was  not  a  technolo- 
gist any  more  than  Sculley  is, 
for  crying  out  loud.  But  it  was 
^^H  at  his  fingertips.  He  got  a  kick 
out  of  it.  He  smelled  it  and 
felt  it  and  touched  it  and  had  it  in  his 
gut,  even  though  I  doubt  that 
McGowan  could  have  programmed  his 
way  out  of  a  wet  paper  bag.  That's  the 
issue  to  me.  The  CEO  has  got  to  be  his 
own  chief  information  officer.  He  or 
she  has  to  be  thoroughly  engaged  in 
the  process;  the  CIO  can  only  be  his 
helper. 

ASAP:  People  criticize  you  for  inconsis- 
tency. Fair? 

peters:  I  could  give  a  damn  less,  truth 
be  known.  I  know  it  drives  some  people 
crazy.  One  of  the  things  I  v^rote  about  in 
Liberation  Management  was  that  in 
order  to  be  good  you  have  to  be  consis- 
tent, and  once  you're  consistent  you're 
going  to  get  knocked  off. 
ASAP:  Doesn't  seem  fair,  docs  it? 
pbters:  That's  Ufe  in  the  big  city.       (H 
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You  don't  have  to  read  too  far 
past  this  ad  to  find  an  article  on  how 
more  and  more  entrepreneurs  are 
looking  beyond  these  borders  for  new 
markets.  And  how  much  of  our  econo- 
my is  tied  directly  to  your  success. 

And  to  your  ability  to  seek 
international  markets  with  the  energy 
you  seek  new  ideas. 

We  understand  that  you  need 
a  telecommunications  capability  as 
unique  as  your  business  to  represent 
you  and  your  vision  to  the  world.  So  we 
offer  you  an  entire  range  of  services 
that  we  can  fit  to  your  specific  needs. 

We  know  affordable  fax  trans- 
mission is  something  you  depend  on 
every  day  So  we  at  AT&T  put  together 
our  Fax  Family  Services  to  offer  the 
lowest  rates  in  the  business*  for  inter- 
national faxes  under  three  minutes. 
The  length  most  of  your  faxes  tend 
to  be.  In  fact  the  American  Facsimile 
Association  has  awarded  AT&T  Fax 
Family  Services  the  "Best  Affordable 
Fax  Transmission  Offering  of  the  Yean" 

You've  also  made  it  clear  that 
you  don't  call  just  one  country  most 
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often.  So  our  Favorite  Nation  Option 

is  the  savings  plan  designed  for  com- 
panies who  do  business  extensively 
with  two  countries. 

You  said  you  wanted  the  buy- 
ing power  of  a  big  company  So  we 
designed  the  AT&T  Global  Contacts'" 
Program.  If  you  bill  over  $200  a  month 
internationally,  it  can  offer  you  the 
kind  of  discounts  on  hotels,  airlines, 
office  supplies  and  more  that  you 
might  have  thought  only  the  major 
corporations  got. 

And  we  understand  that  you 
could  lose  a  deal  because  of  the  diffi- 
culties of  communicating  in  a  foreign 
language.  So  we  offer  you  Language 
Line®  Services.  Providing  over-the- 
phone  interpretation  from  English  to 
over  140  languages.  And  we  can  do  it 
24  hours  a  day  7  days  a  week. 

Simply  put,  you  have  the  ideas 
and  the  ability  to  compete  internation- 
ally It's  our  job  to  make  sure  that  the 
entire  world  knows  it  as  well  as  we  do. 

For  more  information,  call 
1  800  222-0900. 
AT&T.  The  Best  In  The  Business.** 


•Compared  to  MCI  and  Sprint.  ©1993  AT&T 
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By  Richard  Rapaport 


•  ward? 

As  Goh  Chok  Tong  inherits  the  mantle  of  Lee  Kuan  Yew,  the 
Pacific  Rim's  economic  ovemchiever  must  find  a  way  to 
reconcile  the  heady  freedom  of  information  technology  and  the 
compulsive  control  of  a  Confucian  state. 


ON  A  MOONLESS  monsoon-thicaiL'ncd  IX'cemlicr  nwiln, 


AND  A  Ci 


OiMi ."  The  cmhk 


slo'j.m  sn 


tlic  air  is  stcnni-h.uh  hot.  A  crowd  i;i,uhcis  aroLiiul  a  temporary        pic's  Action  I'ariy  (I'M'),  Sin.^a pore's  p 


:a  stirroLiiulcd  on  three  sides  by  low-rise  ap.irt-  ruled  since  indepei 

ments,  small  shops  and  restatirants,  and  on  the  touith  side  h\'  hie  toi'  iranslormii- 

the  elevated  tracks  ot  Sin,i;apore's  Mass  Rapid  Transit.  Beyond  the  most  mtisctilai 

the  MRT  tracks  lie  more  blocks  of  nn)derii  governmcnt-btiilt  pore,  with  a  popul; 

mid-rise  apartments,  typical  of  the  housin.i;  in  which  S5  per-  capita  c;i)P  about  t 

cent  of  Sin.i;apore's.rl  million  people  live.  Speaker  attei   v 

At  the  rear  of  the  sta.^c,  painted  on  a  white  backdrop,  is  a  their  si.unal,  as  we 

red  lightnin.i;  bolt  throiieh  a  white  circle  rin,i;ed  in  bltie.  Ne.\l  ness.  Hecaiise  Sin,i;; 


ruled  since  independence  in  l'--'6.S  and  that  is  lar,i;cl\  responsi 
ble  tor  translormm.i;  the  smallest  republic  in  Asia  into  one  ot 
the  most  mtisctilar  technolo.uical  powers  in  the  re.uion.  Sin,i;a- 
poie,  with  a  population  one-seventh  that  ot  Taiwan,  has  a  per 
capita  c;i)l' about  twice  as  lari;e. 

Speaker  after  white-clad  siteaker  rises  to  reintoice  with 
their  signal,  as  well  as  their  words,  I'Af's  \iiiue  and  oideili 


ed  in  bltie.  Ne.\t        ness.  Hecause  Sin,i;aiioie 
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—  Technology    Islands   

sonic  in  iMalay,  and  most  in  Mandarin. 
Tnough  the  crowd  is  good-natured,  Sin- 
gaporeans have  grown  accustomed  to 
air  conditioning.  They  restlessly  await 
the  arrival  of  the  show's  star,  Prime 
Minister  Goh  Chok  Tong. 

Goh,  a  53 -year-old  former  economist 
who  became  prime  minister  in  1990, 
was  not  former  Prime  Minister  Lee 
Kuan  Yew's  first  choice  as  a  successor. 
Nevertheless,  Goh  has  quite  suddenly 
become  the  centerpiece  of  some  of  the 
most  extraordinary  and  unsettled  poHti- 
cal  activity  in  Singapore  in  decades. 
Largely  because  of  age,  illness  and  other 
factors  beyond  mortal  control,  the  usu- 
ally glacial  pace  of  change  in  one  of  the 
most  staid  and  orderly  poHtical  entities 
on  earth  has  begun  to  quicken. 

Within  months  last  year,  two  of  Sin- 
gapore's deputy  prime  ministers — one 
of  them.  Brig.  Gen.  (Res.)  Lee  Hsien 
Loong,  the  eldest  son  of  Lee  Kuan  Yew, 
and  the  heir  apparent — ^were  diagnosed 
with  life-threatening  cancer.  The 
announcement,  held  back  by  Singa- 
pore's controlled  media,  was  neverthe- 
less universally  disseminated  by  word 
of  mouth.  (This  tiny,  talkative  country 
has  one  of  the  highest  per  capita  rates  of 
cellular  phones  in  the  world.)  The  news 
precipitated  a  scare  on  the  country's 
stock  exchange. 

The  grieving  LKY,  as  Lee  is  known  in 
acronym-happy  Singapore,  quickly 
turned  over  the  all-important  PAP  secre- 
tary-generalship, a  post  he  had  held 
since  1954,  to  Prime  Minister  Goh. 
Within  days,  Goh  called  for  an  election, 
as  is  his  privilege  in  Singapore's  essen- 
tially one-party  democracy,  but  only  in 
Marine  Parade,  the  district  he  and  his 
hand-picked  team  of  three  other  mem- 
bers of  parHament  represent.  As  Goh 
intended,  the  December  1992  election 
had  the  appearance  of  a  referendum  on 
his  emergence  from  the  shadow  of  Lee. 
Under  Lee's  stem  tutelage,  this  tiny, 
nearly  resourceless  island  had  become 
one  of  the  world's  most  important  and 
hellbent-for-the-future  centers  of  tech- 
nology. Now  everything  was  about  to 
change. 

Since  independence  in  1965,  the  PAP 
has  favored  two  clear — and  apparently 
opposed — ^policy  themes,  authoritarian 
and  Hbertarian.  What  might  be  called 
the  Singaporean  paradox  captures  the 
contradictory  essence  of  the  East  Asia 
miracle  of  low  taxes,  love  of  technology 


and  teeming  enterprise,  spurring  world- 
beating  economic  growth,  accompanied 
by  a  doggedly  world-lagging  refusal  to 
accept  the  claims  of  western  cultural 
modernity. 

The  tall,  western-appearing  Goh  rep- 
resents a  new  poHtical  generation  tl^at 
no  longer  feels  obUged  to  follow  the  ear- 
her  leadership's  economic-siege  mental- 
ity. More  importantly,  the  transition  is 
an  assertion  of  personal  power  by  a  man 
generally  perceived,  until  now,  as  a 
transitional  figure  and  a  poHtical  Hght- 
weight.  But  still,  no  one  is  quite  sure 
just  what  this  new  independence  will 
mean.  Will  Singapore  change?  And 
more  controversiaUy  still,  should  Singa- 
pore change?  Can  Singapore  be  a  center 
of  the  most  advanced  information  tech- 
nology while  banning  the  free  flow  of 
information? 

The  transition  that  rocked  the  Singa- 
pore estabhshment  in  December  1992 
caused  much  head  shaking.  "The  whole 
format  of  the  poHtical  life  of  this  coun- 
try has  changed  in  a  week"  was  the 
astonished  comment  of  Ian  Ward,  Sin- 
gapore-based publisher  and  former 


and  beheves  people  are  good,  that  they 
have  a  right  to  argue  and  to  disagree." 

Rajarattnam's  point  is  a  crucial  one. 
The  right  to  oppose  and  question,  and  to 
create,  has  become  more  than  an  eso- 
teric subject  politely  discussed  over 
drinks  at  the  posh  Tanglin  Club,  in  the 
think  tanks  at  the  National  University 
of  Singapore  or  in  the  myriad  govern- 
ment ministries.  In  planning  for  the 
island's  economic  future,  the  issues  of 
openness  and  creativity  have  become 
matters  of  profound  national  interest. 
Indeed,  these  are  the  ingredients  now 
accepted — if  grudgingly — as  necessary 
for  Singapore  to  progress  to  the  next 
level  of  economic  development.  That 
next  step  wiU  take  Singapore  past  the 
cheap-and-dirty  manufacturing  that 
saved  the  toddling  repubHc  in  the  1970s 
and  beyond  the  high-tech  manufactur- 
ing that  made  it  a  rich  adolescent  in  the 
1980s.  Goh  has  spoken  about  the  need 
to  enter  "the  economic  superleague,"  to 
become  what  party  sloganeers  had 
dubbed  the  InteUigent  Island,  and  to  do 
it  through  a  plan  the  government  calls 
IT2000. 


Net  Worker  Tommi  Chen,  deputy  director  of  the  Computer  Center  at  NUS,  want:,  more  of 
his  compatriots  to  have  access  to  the  worldwide  InterNet  universe. 


Daily  Telegraph  correspondent.  S. 
Rajarattnam,  the  77-year-old  former  for- 
eign and  senior  minister — and,  after  Lee 
himself,  possibly  the  grandest  of  Singa- 
pore's grand  old  men — put  the  funda- 
mental change  of  leadership  philosophy 
into  the  requisite  BibHcal  terms.  "Lee," 
Rajaratmam  says,  "is  Hke  an  Old  Testa- 
ment prophet;  he  beHeves  men  are  sin- 
ful. Goh,  he's  a  New  Testament  man 


Announced  in  March  1992,  IT2000  is 
a  far-reaching  and  expensive  initiative 
calling  for  the  transformation  of  Singa- 
pore into  the  information-technology 
hub  of  Asia,  the  technological  center  of 
the  world.  IT2000  proposes  the  blurring 
of  computer  and  communications  tech- 
nologies to  create  an  information  tech- 
nology oasis  where  information — audio, 
video  and  text — and  analysis  would  be 
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easily  available  and  malleable  as  well  as 
sweetly  profitable.  The  IT2000  report 
proclaims  that  "Information  is  the  cur- 
rency of  the  new  age."  Its  vision  is  of  a 
Singapore  where  the  technological  West 
telecommutes  to  the  productive  East, 
where  "virtual  corporations"  would  use 
fiber-optic  connections  to  broker  design, 
research,  engineering,  manufacturing, 
distribution,  sales  and  marketing  to  the 
places  around  the  globe  where  each 
function  can  best  be  accomphshed. 

Here,  then,  is  the  crux  of  the  Singa- 
pore technological  paradox:  how  to 
inculcate  the  open,  innovative  and  per- 
haps even  messy  mindset  needed  to 
attain  leadership  in  the  next  century  in  a 
society  that  still  largely  accepts  the 
ancient  Confucian  dictum  that  "the  nail 
that  sticks  out  gets  hammered  down." 
What  Prime  Minister  Goh  seems  to  be 
promoting  through  rr2000  is  a  paradigm 
shift  that  will  test  whether  a  society 
largely  content  to  follow  rules  can  adopt 
an  organizational  model  where  the  rules 
by  necessity  must  be  improvised  as 
things  go  along. 

It  is  a  shift  that  is  already  sorely  try- 
ing the  patience  of  Singapore's  educated 
ehte.  One  middle-level  manager  spoke 
in  an  unguarded  moment  more  with 
hope  than  with  experience  about  "learn- 
ing how  to  manage  technologists."  It  is 
a  shift  being  watched  in  minute  detail 
by  the  nearly  weekly  delegations  from 
China  who  are  eager  to  see  if  Singapore 
holds  the  key  to  creating  an  open  econo- 
my in  a  still  tightly  controlled  society. 

To  Net  or  Not  to  Net? 

Show  time  for  the  computer  jocks  at 
the  National  University  of  Singapore 
came  late  one  morning  in  July  1991, 
when  Senior  Minister  Lee  Kuan  Yew 
arrived  for  a  demonstration  of  several 
promising  computer  systems  being 
developed  and  used  at  the  Kent  Ridge 
campus.  Lee  was  no  stranger  to  the 
high-technology  types  at  NUS.  During 
his  years  as  prime  minister,  he  had  pep- 
pered researchers  with  suggestions  for 
the  use  of  various  kinds  of  apphed  tech- 
nology. Lee  was  an  early  proponent  of 
the  educational  use  of  CD-ROMs.  He 
had  champior>ed  a  globe-spanning  inter- 
active video  network  that  would  permit 
students  in  Singapore  to  audit  lectures 
given  by  leading  professors  at  institu- 
tions such  as  Harvard  University  and 
Cambridge  University. 


That  day,  however,  things  didn't  get 
off  to  a  particularly  good  start.  Lee  made 
his  first  stop  at  the  Central  Library  to 
inspect  the  new  LawNet  system.  Over 
six  months,  most  of  Singapore's  case 
law  had  been  entered  into  a  database 
that  promised  to  simplify  the  Hves  of 
lav^^ers  who  previously  had  to  spend 
weeks  researching  the  arcana  of  local 
codes.  Walter  Woon,  the  brilliant,  com- 
bative vice-dean  of  the  law  school,  and 
like  Lee  a  Cambridge  man,  had  been 
designated  to  show  off  the  system  and 
field  what  undoubtedly  would  be  Lee's 
tough  questions. 

Woon  was  not  burdened  with  the 
ominous  belief  that  to  say  something 
Lee  didn't  Hke  meant  "bad  things  would 
happen."  Nor  did  Woon  avoid  counter- 
ing Lee,  who  was  well  known  for  his 
distaste  for  Singapore's  independent 
judiciary.  Lee  proceeded  to  question  the 
reasons  for  even  quoting  local  case  law, 
let  alone  computerizing  it.  Observers 
were  amazed  as  Woon  did  what  few  in 
Singapore  could  ever  do:  He  matched 
the  steely  senior  minister  argument  for 
argument. 


tion.  Very  few  Singaporeans  were  yet 
allowed  on  InterNet.  Only  a  few  profes- 
sors, a  handful  of  graduate  students  and, 
ironically,  Lee's  computer-whiz  young- 
est son  had  access  to  the  open  interna- 
tional system.  Chen  wanted  to  expand 
that  base  of  users.  He  was  already  in  the 
midst  of  a  low-intensity  guerrilla  war 
with  Singapore  Telecom  and  Singapore 
Network  Services,  the  quasi-govern- 
mental company  that  controls  commer- 
cial IT  networks,  over  the  installation  of 
an  open,  pubHc  international  computer 
network. 

Chen's  demonstration  clearly 
impressed  Lee  and  the  other  govern- 
ment officials  on  the  tour.  Everything 
seemed  to  go  swimmingly  for  Chen 
until  a  nagging  question  emerged  and 
seemed  to  hover  in  the  air,  unspoken 
but  impUcit  in  the  hne  of  discussion: 
How  do  you  control  it? 

It  was  a  crucial  question  that  cut  to 
the  heart  of  the  dilemma  confronting 
Singapore's  information  technocrats: 
Who,  if  anyone,  could  or  should  control 
the  networks  that  were  the  key  to  the 
success  of  IT2000?  Among  traditional 


Legal  Ease  When  the  formidable  Lee  Kuan  Yew  doubted  the  wisdom  of  computenzmg  local 
case  law,  Walter  Woon,  vice-dean  of  Singapore's  law  school,  refused  to  back  down. 


Unruffled,  Lee  pushed  on  to  the  sci- 
ence facihty.  There,  Dr.  Tommi  Chen, 
the  34-year-old  deputy  director  of  the 
NUS  Computer  Center,  showed  Lee  var- 
ious networking  capabihties,  catching 
his  imagination  by  tapping  into  the 
Ubrary  computer  at  Lee's  British  alma 
mater.  Chen,  who  also  ran  the  Singa- 
iiore  branch  of  the  InterNet  computer 
network,  was  happy  to  have  Lee's  atten- 


leaders,  the  idea  of  opening  Singapore  to 
international  computer  networks  was 
seen  as  a  plunge  into  dangerous  techno- 
democratic  waters.  It  was,  in  a  sense, 
the  truest  test  of  v^dll  for  a  nation  that 
has  set  itself  the  task  of  becoming  an 
international  manager  of  the  21st-cen- 
tury infosphere. 

Half  of  the  test  is  complete.  Singa- 
pore has  already  spent  bilHons  on  net- 
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working  capabilities,  resulting  in  an 
abundimce  of  nets  that  span  the  range  of 
govemniental  and  business  services.  In 
addition  to  LawNet  there  was  PortNet 
(for  shipping),  TradeNet  (for  import- 
export),  StarNet  (for  air  cargo),  MediNet 
(for  hospitals,  clinics  and  insurance 
companies)  and  CoiNet  (for  the  con- 


not  be  hooked  into  any  of  the  interna- 
tional nets,  and  Singapore  Network  Ser- 
vices reserved  the  right  "to  decide  what 
goes  on  the  network."  That  meant  the 
outright  exclusion  of  areas  of  possible 
pohtical,  reUgious  or  moral  controver- 
sy, unless  discussions  on  those  issues 
were  run  by  what  SNS  defined  as 
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Marky  Marketing  A  sign  of  the  change  in  Singapore's  once  staid  advertising  environment  is 
this  slightly  mad,  lightly  clad  pitch  for  the  home-grown  Datamini  PC. 


struction  industry).  Each  system  was,  in 
its  own  way,  an  important  cog  in  Singa- 
pore's drive  for  IT  supremacy.  Each  con- 
nected private  industry  and  relevant 
government  agencies  and  had  the  capa- 
bihty  to  shave  days  off  critical  interac- 
tions. In  the  case  of  PortNet,  the  various 
computer  and  telecommunications  sys- 
tems gave  Singapore's  container  opera- 
tions, the  largest  in  the  world,  a  com- 
petitive advantage  that  other  world- 
class  ports  could  only  try  to  emulate. 

In  mid- 1992,  Singapore  Network  Ser- 
vices decided  that  the  time  had  come 
for  Singapore  to  have  its  own  public- 
access  network.  Called  Comet,  this  net- 
work would  let  users  talk  to  each  other 
and  tap  into  volunteer  legal  and  medical 
advice.  It  would  even  provide  a  forum 
for  the  discussion  of  ideas. 

There  was  a  catch:  Comet  would 


"respectable  people." 

Though  Tommi  Chen  kept  quiet  on 
the  issue  of  who  would  control  comput- 
er networks,  he  remains  confident  that 
"InterNet  will  open  up  Singapore." 
Chen's  friend  Walter  Woon  is  also  opti- 
mistic. Talking  about  the  issues  facing 
the  current  masters  of  information  in 
Singapore,  Woon  contends  that  "they 
know  it's  only  a  matter  of  time  before 
there  is  an  open  flow  of  information. 
They  resist,  but  they  know  you  simply 
can't  insulate  a  country  anymore." 

New-Age  Arbitrageur 

Those  who  come  to  Singapore 
expecting  a  world  out  of  Joseph  Conrad 
often  leave  disappointed,  having  experi- 
enced something  more  akin  to  a  tale  by 
Isaac  Asimov.  Aside  from  a  few  fra- 
grant, colorful  streets  in  Indiatov^m  and 


old  Chinatown  where  businessmen  still 
eat  their  lunches  in  the  noisy  chicken- 
rice  stalls  (while  keeping  in  touch  with 
their  offices  on  cellular  phones),  Singa- 
pore is  as  efficiently  modem  as  any  city 
gn  the  planet. 

Modernism  is  etched  on  the  major 
streets  in  town,  like  Scotts  and  Orchard 
roads,  where  Singapore  seems  to  be  one 
giant  Asian-American  shopping  mall 
filled  with  blue-jean-clad  teenagers,  styl- 
ish office  workers  and  dark-suited  exec- 
utives buying  Singapore-made  comput- 
ers, video  games  and  calculators.  When 
not  shopping,  they  are  downing  lunches 
at  one  of  the  country's  44  McDonald's, 
39  Kentucky  Fried  Chicken  or  18  Burger 
King  restaurants. 

Singapore's  love  affair  with  nevmess 
is  not  new.  In  fact,  the  search  for  the 
"next  thing"  has  long  been  a  key  part  of 
hfe  in  a  country  whose  people  instinc- 
tively understand  that  its  survival 
depends  on  being  nimble  enough  to 
continually  leap  ahead  of  the  world  eco- 
nomic curve.  As  Brig.  Gen.  George  Yeo, 
minister  for  information  and  the  arts, 
and  second  minister  for  foreign  affairs, 
puts  it,  "People  who  came  to  Singapore 
were  driven  by  profit  and  adventure. 
The  Uving  culture  of  the  place  is  sus- 
tained in  the  daily  life  of  commerce." 

As  Yeo  talks,  he  is  sitting  uncom- 
fortably in  a  comfortable  chair  in  the 
elegant  37th-floor  office  he  occupies  for 
one  of  his  jobs.  One  of  the  PAP's  bright- 
est hghts,  the  conscience  of  the  party, 
keeper  of  Singapore's  informational  gate 
and  a  man  mentioned  as  a  future  prime 
minister,  the  balding  38-year-old  Yeo 
also  served  as  Prime  Minister  Goh's 
campaign  manager.  Like  most  of  Singa- 
pore's leaders,  Yeo  has  gone  to  school 
overseas,  and  Uke  Lee,  he  is  a  double 
first  at  Cambridge  who  went  on  to  earn 
an  M.B.A.  from  Harvard. 

Yeo  contends  that  Singapore  has  sur- 
vived and  prospered  over  the  years  large- 
ly because  "since  the  days  of  Raffles  [Sir 
Thomas  Stamford]  we  have  learned  not 
to  have  any  particular  attachment  to 
goods  or  services,  spices,  opium,  tin  or 
rubber."  The  view  from  the  office  win- 
dow of  the  gleaming  high-rises  that 
dwarf  what  little  remains  of  colonial 
Singapore  proves  that  this  instinct  to 
separate  from  the  past  is  always  energet- 
ically at  work. 

Viewing  this  detachment  as  neces- 
sary, Yeo  describes  how  the  trade  in 
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In  the  end,  you  get  a  phone 
systenn  that  works  harden  And 


Their  revenues  are  tied 

many  calls  a  day 

Jm 

IVr 

directly  to  the  efficiency  of  their 

Revenues      ^^■^ft 

fc 

Jr 

^Pu    a  business 

phone  system.  But  with  a  merely 

instantly     (fKm     ^ 

k 

)^K§  that  works  more  efficiently  Give 

ordinary  phone       ^Hl^k 

m^F  shot 

^ 

^       us  a  call  at  l-800-ROLM-l  23. 

system  and         ^^^^^  ^^^B 
a  tedious         ^MK                  ^ 

^      ^^^^  up  from 

We'll  send 

you  a  free  video 

1    '    1    r     1  j_'                             1 

'^■m      $1.4  million 

highlighting  a  number 

WJKM^  set  of  manual 

annually  to  $5 

^h 

of  impressive  ROLM 

^i^r  procedures, 

million. 

ROLMi 

5  part  of  the  Siemens 

success  stories. 

^^^^^  processing  accounts 

Not  too  shabby 

family. 

The  worid's  largest 

Of  course,  you 

private  communication 

^t^    was  painfully  slow- 

—  for  a  phone 

systems 

manufacturer,  serving 

will  be  even  more 

^U 

you  in  over  132  countries 

^1    going. 

system. 

around  the  worid. 
Talk  about  big  families. 

impressed  when  you 

They  knew  there  had  to  be  a 

You  see,  at 
ROLM,  we  insist  on  lea 

see  what  we'll  do 

/ 

better  way  So  they  called  ROLM. 

rning 

for  your  business. 

And  we  did  something 
different.  We  asked  questions. 


every  last  detail  about  your 


business.  Who  calls  whom  at 


A  Siemens  Company 


We  observed  their  business.  And         what  time?  What  happens  if 
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—  Technology    Islands   

rubber  and  tin  was  taken  away  from 
Singapore  in  the  1940s  and  1950s  by 
puxiucer  nations  such  as  Malaysia  and 
Indonesia.  Instead  of  getting  mad,  Singa- 
pore got  on  with  it,  turning  its  attention 
to  new  fields:  petrochemicals,  banking, 
tourism  and  ultimately  sophisticated 
high-technology  manufacturing.  "We 
deal  in  the  commodities  where  we  have 
an  advantage  and  where  returns  are  pos- 
itive," Yeo  says.  "It's  almost  an  instinct 
of  the  people." 

This  drive  for  acquisition  and  trade 
is  a  cultural  heritage  fueled  by  the  need 
for  intelligence.  "To  make  money," 
Yeo  explains,  "you  need  information 
that  someone  else  has.  In  Singapore 
there  has  always  been  a  ceaseless  drive 
to  get  that  information  advantage." 
Historically,  this  has  led  to  what  Yeo 
describes  as  "a.  private  information 
net/'  a  bush  telegraph  stretching  across 
Asia.  "Here  in  Singapore,"  he  suggests, 
"information  streams  passing  through 
have  allowed  our  businesses  and  traders 
to  arbitrage  it." 

The  talent  for  arbitrage  is  what  drives 
Yeo  and  other  leaders  who  are  con- 
vinced that  information  itself  will  be 


ties  that  found  their  way  to  the  free  port 
of  Singapore. 

BOOTSTRAP  Inc. 

In  1965,  following  Singapore's  sur- 
prise expulsion  from  Malaysia  because 
the  city's  two  milhon  industrious  Chi- 
nese threatened  to  dominate  the  Federa- 
tion, little  of  anything  that  brought 
either  profit  or  advantage  was  moving 
through  the  new  republic.  The  local 
civilian  pay  from  the  British  mihtary 
presence  was  the  largest  single  contribu- 
tion to  Singapore's  meager  purse,  and 
Britain,  beset  by  economic  problems  at 
home,  was  planning  to  pull  out  of  Sin- 
gapore after  146  generally  profitable 
years  of  overlordship.  Politically,  the 
PAP  and  other  parties  had  spent  their 
entire  existences  preaching  that  Singa- 
pore and  Malaysia  were  linked  and 
could  not  exist  apart.  In  a  single  day, 
Singapore's  founding  fathers  had  to 
change  the  behefs  of  a  lifetime. 

Being  a  British  subject  one  day,  a 
Malaysian  the  next  and  a  Singaporean 
the  day  after  was  psychologically 
v^rrenching.  Yet  starting  a  national  exis- 
tence from  scratch  was  also,  in  a  strange 


Occidental  on  Purpose  A  taste  for  Amehcan  fast  food  has  brought  39  Kentucky  Fried  Chick- 
en outlets  and  44  McDonald's  to  Singapore's  teeming  streets.  Can  MTV  be  far  behind? 


the  rubber,  tin  and  oil  of  the  21st  centu- 
ry. If  the  1X2000  plan  comes  to  pass,  Sin- 
gapore will  be  the  information  arbi- 
trageur to  the  world.  In  the  vision,  an 
Intelligent  Island  staffed  by  highly 
trained  and  creative  IT  professionals 
wiU  manage,  control  and  trade  in  ideas 
and  communications  as  previous  gener- 
ations of  traders  brokered  the  commodi- 


way,  Uberating.  "We  had  to  eat  our  own 
words  to  prove  Singapore  did  exist,"  S. 
Rajarattnam  recalls.  And  prove  it  first  of 
all  to  the  tens  of  thousands  of  newly 
minted  Singaporeans  who,  questioning 
how  such  a  tiny  place  could  survive, 
had  packed  and  were  prepared  to  flee  to 
more  lucrative  pastures.  To  keep  Singa- 
pore alive,  the  new  government  was 


forced  to  create  a  going  economic  con- 
cern overnight. 

The  pragmatism  that  allowed  a 
nation  to  be  invented  from  scratch  also 
created  a  facihty  for  discarding  pohtical 
and  ideological  baggage.  Lee  Kuan 
Yew's  PAP,  once  regarded  by  Malaysia 
as  leftist,  enacted  a  series  of  highly 
unsocialistic  measures.  These  included 
crushing  communist-led  unions,  length- 
ening work  weeks,  cutting  hohdays,  and 
offering  pioneer  status  and  tax  hoUdays 
to  multinational  corporations  willing  to 
take  a  chance  on  Singapore. 

The  newly  formed  Economic  Devel- 
opment Board  was  charged  with  shap- 
ing an  infrastructure  that  would  enable 
multinational  corporations  to  get  facto- 
ries running  in  a  fraction  of  the  time 
needed  in  other  parts  of  the  world. 
"With  15-percent  unemployment,  we 
were  forced  to  adopt  outside  approach- 
es, to  become  as  international  as  possi- 
ble," says  Tan  Chin  Nam,  current  man- 
aging director  of  the  Economic  Develop- 
ment Board. 

The  country  suffered  Third  World 
disapproval  for  courting  multinationals, 
but  companies  like  National  Semicon- 
ductor, General  Electric,  Texas  Instru- 
ments and  Hewlett  Packard  found  what 
they  were  looking  for:  low  taxes  and 
inexpensive  manufacturing  in  a  user- 
friendly,  Enghsh-speaking  environment. 

By  the  late  1970s,  hundreds  of  firms 
were  producing  color  televisions,  calcu- 
lators and  various  electronic  compo- 
nents, ending  Singapore's  employment 
pinch  and  causing  nations  around  the 
world  to  condemn,  envy  and,  most  of 
all,  try  to  emulate  what  was  being 
called  the  Singapore  Miracle.  Yet  nearly 
full  employment  and  a  strengthening 
Singapore  dollar  brought  a  fresh  set  of 
problems.  Dramatic  rises  in  wages  and 
the  national  Uving  standard  meant  that 
the  country  ^vas  less  able  to  compete 
with  lower  labor  costs  in  Indonesia, 
China,  Thailand  and  Malaysia.  As  a  cut- 
rate  manufacturing  center,  Singapore 
could  survive  but  not  prosper. 

In  1980,  the  government  called 
together  the  country's  best  minds,  and 
the  Committee  on  National  Computer- 
ization (CNC)  was  formed  to  facilitate 
the  massive  reordering  of  priorities  nec- 
essary to  achieve  continued  economic 
growth.  The  result  was  a  new  national 
economic  plan  focused  on  data  process- 
ing and  computers,  which  Goh  Chok 
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Tong,  then  minister  for  trade  and  indus- 
try, referred  to  as  Singapore's  "second 
industrial  revolution."  The  CNC's 
report  called  for  several  thrusts,  includ- 
ing increasing  funding  for  computer  Ut- 
eracy  in  the  schools,  promoting  the 
development  of  an  indigenous  softw^are 
industry  and  urging  the  government  to 
take  the  lead  by  computerizing  the 
entire  civil  service.  At  the  same  time,  to 
promote  entrepreneurial  initiative  and 
to  relieve  the  effects  of  burdensome 
income  taxes,  Goh  urged  lower  taxes  for 
foreign  investors. 

In  September  1981,  the  Singapore 
Parhament  created  the  National  Com- 
puter Board  to  oversee  the  computeriza- 
tion. The  initial  plans  were  bold  indeed, 
considering  how  few  computers  were  in 
use  at  the  time.  As  Dr.  Juziwar  Moti- 
walla,  who  later  headed  the  Institute  for 
Systems  Science,  recalls,  "We  needed  to 
raise  the  collective  consciousness,  to  get 
government  and  other  organizations  to 
even  understand  computers  and  how  to 
handle  them."  The  ISS  organized  inten- 
sive computer  Hteracy  seminars  for  all 
government  ministers,  members  of  par- 
hament and  union  leaders  as  well  as  the 
heads  of  Singapore's  major  companies. 

One  executive  in  little  need  of  a 
computer  seminar  was  Johnny  Moo,  a 
mathematician  and  computer  scientist, 
and  co-founder,  in  1970,  of  CSA,  one  of 
Asia's  first  systems-integration  compa- 
nies. Beginning  with  a  $300,000  con- 
tract from  the  United  Nations,  Moo 
continued  to  expand  CSA  until,  by  1991, 
it  was  a  pubhcly  held  company  doing 
$70  to  $80  milhon  all  over  the  world. 
The  ebuUient  Moo,  widely  regarded  as 
Singapore's  Ross  Perot,  lent  crucial 
expertise  through  the  1980s  to  the  plan 
to  computerize  Singapore,  though  in  the 
1970s  he  had  difficulty  gaining  the  ear 
of  government  officials  or  the  attention 
of  local  bankers  not  initially  tuned  into 
the  importance  of  computerization. 
Moo  persisted  and  eventually  got  his 
business  plan  in  front  of  an  old  universi- 
ty colleague  named  Tony  Tann,  a 
banker  with  the  Overseas  Chinese  Bank 
Corp.,  Singapore's  leading  bank.  Taim 
liked  what  he  saw  and  convinced  the 
bank  to  buy. 60  percent  of  CSA  and 
appoint  him  chairman. 

Not  only  was  this  the  establish- 
ment's first  real  plunge  into  the  nascent 
home-grown  computer  industry,  but  it 
also  opened  a  crucial  personal  connec- 


tion. When  Tann  became  a  leading  fig- 
ure on  the  National  Computer  Board, 
he  quickly  brought  in  Moo  as  one  of  the 
few  Singaporeans  who  understood  the 
growing  global  computer  marketplace. 
Eventually,  Tann  went  into  pohtics  and 
later  became  one  of  Lee  Kuan  Yew's 
choices  to  replace  him  as  prime  minis- 


The  result  was  the  National  Eco- 
nomic Plan,  which  argued  that  for  con- 
tinued success,  Singapore  needed  to 
move  beyond  manufacturing  and  trans- 
form itself  into  the  regional  multina- 
tional headquarters  for  all  of  South  Asia. 
The  idea  was  to  sell  a  "total  business 
service  center"  from  which  companies 
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YeoMan  of  the  Guard  As  minister  for  information  and  the  arts,  Brig.  Gen.  George  Yeo  will 
play  a  crucial  role  in  deciding  how  much  government  censorship  will  be  eased. 


ter.  Moo  won  the  nickname  Mr.  IT. 
Both  have  both  played  large  and  inter- 
locking roles  in  adding  fuel  to  Singa- 
pore's technological  bonfire.  Moo's 
premise — "in  the  future  people  won't 
buy  boxes,  they'll  buy  solutions" — ^was 
gritical  in  steering  the  country  away 
from  manufacturing  and  into  informa- 
tion technology. 

The  early  1980s  were  a  boom  time 
for  Singapore  high-tech  manufacturing, 
with  wages  increasing  at  a  rate  of  nearly 
10  percent  a  year.  Yet  the  nuracle  of 
near  double-digit  annual  grov^^th,  which 
saw  the  country's  computer-related 
manufacturing  expand  from  (S)  $69  mil- 
Hon  in  1981  to  nearly  (S)  $1  biUion  by 
mid-decade,  did  not  last.  Largely  the 
result  of  runaway  pubhc  spending  and 
forced  pension  savings,  the  1985  reces- 
sion hit  hard.  The  economy  shrank  for 
the  first  time  in  a  decade,  and  even 
high-tech  manufacturing  could  not 
insulate  the  still  small  economy  from 
the  chill  of  worldwide  downturn.  In 
1986,  another  gathering  of  Singapore's 
ehte  was  convened  to  develop  another 
iteration  of  Singapore's  future.  This  was 
]ed  by  the  new  trade  and  industry  min- 
ister, Lee's  ffrst  son,  Lee  Hsien  Loong. 


coiild  design,  develop,  produce,  market, 
service  and  export  products  even  as  they 
continued  to  move  manufacturing  oper- 
ations to  less  expensive  countries  else- 
where in  the  region. 

One  of  the  most  important  compo- 
nents of  the  overall  plan  was  the 
National  Information  Technology  Plan. 
This  was  the  first  strategy  to  broach  the 
subject  of  developing  an  integrated  com- 
puter and  commtmications  infrastruc- 
ture as  the  key  to  keeping  multinational 
corporations  in  Singapore. 

It  was  clear  to  the  vmters  of  the  NTTP 
that  if  the  forward  thrust  of  technology 
meant  anything,  it  was  that  the  entire 
nature  of  the  workplace  would  be  chang- 
ing. But  it  was  as  yet  vinclear  whether 
Singapore's  government,  no  matter  how 
competent,  could  inject  the  necessary 
creative  content  into  the  soul  of  a  Con- 
fucian society.  But  then,  maybe  creativi- 
ty best  springs  from  the  individual. 

Sound  Blaster  Master 

When  asked  his  age,  Sim  Wong  Hoo 
will  tell  you  proudly  that,  at  37,  he  is 
"one  month  older  than  Bill  Gates."  But 
Sim  is  really  more  of  a  Steve  Jobs  type,  a 
Renaissance  computer  man  whose 
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internaiionaiiy  marketed  product, 
Somui  Blaster,  combines  hardware,  soft- 
ware and  marketing  savvy.  The  block- 
buster success  of  Sound  Blaster  has 
made  Sim's  firm,  Creative  Technology, 
one  of  Singapore's  most  notable  recent 
successes,  and  Sim  the  country's  most 
famous  and  richest  young  entrepreneur. 
None  of  this  is  apparent  when  talk- 


ing with  Sim.  His  simple  needs  are  the 
stuff  of  high-tech  legend  in  Singapore 
and  derive  from  an  upbringing  as  one  of 
12  children  from  a  poor  Bukit  Panjang 
district  village  called  Coconut  Hill  Tail. 
Urmiarried — "I  haven't  had  a  chance  to 
upgrade  yet,"  he  says  dryly — and  unfil 
recently  hving  in  his  brother's  house, 
Sim  tends  to  pad  around  Creative  Tech- 


Goh  on  Going  Forward 


ASAP:  In  your  economic  program  for 
the  coming  years,  what  priority  do 
you  give  technology  in  general  and 
the  172000  plan  specifically? 
GOH:  Near  the  top.  We  use  technology 
to  overcome  the  disadvantages  of  a 
limited  labor  force,  small  domestic 
market  and  lack  of  natural  resources. 
Singapore  aims  to  be  a  developed 
country  by  the  end  of  this  century. 
We  can  succeed  only  if  we  harness 
technology  effectively  for  the  econo- 
my. Information  technology  is  a  cru- 
cial component  of  our  economic 
vision.  Its  impact  is  pervasive. 

ITZOOO  v^  bmld  up  our  national 
information  infrastructure,  making 
our  economy  more  efficient  and  our 
people  more  productive.  It  v^  posi- 
tion Singapore  as  a  hub  to  serve  the 
Pacific  Rim  and  the  rest  of  the  world. 
ASAP:  Do  you  see  a  continuum 
between  Singapore's  historic  abihty 
to  arbitrage  goods  and  services  and 
ITZOOO's  plan  to  arbitrage  informa- 
tion? 

goh:  Yes.  Several  foreign  newspapers 
are  printed  here.  Electronic  mail  and 
faxes  have  become  essential  business 
tools.  As  a  financial  center,  a  quick 
flow  of  information  is  necessary. 
ITZOOO  provides  information  linkages 
to  generate  business  globally. 
ASAP:  If,  as  is  widely  beheved,  open- 
ness and  creativity  are  necessary  fac- 
tors for  success  in  an  IT  society,  how 
do  you  plan  to  foster  those  quahties 
in  a  country  that  still  seems  to  Hve 
by  the  maxim  "The  nail  that  sticks 
out  gets  hammered  down"? 
GOH:  For  a  society  to  function  well, 
there  has  to  be  respect  for  law  and 
order.  The  rights  of  individuals  must 
be  balanced  against  the  collective 
interests  of  society.  We  are,  by  and 


large,  a  conformist  Asian  society 
given  to  discipline  and  respect  for 
elders  and  the  government.  This  is 
our  strength.  People  work  hard  as  a 
team. 

To  foster  the  greater  creativity  and 
entrepreneurship  necessary  in  our 
next  phase  of  development,  we  are 
loosening  up  on  rules  and  regulations 
which  impede  their  development. 
We  have  done  so  for  the  schools,  the 
arts  and  now  business.  The  govern- 
ment encourages  feedback,  debates 
and  pubhc  forums. 

ASAP:  Do  you  think  Singapore's  popu- 
lation has  matured  to  a  point  where 
self-discipline  can  take  the  place  of 
restrictions  on  information?  Are  you 
actively  working  toward  that  point? 
GOH:  There  is  Httle  information  that 
Singaporeans  cannot  gain  access  to. 
There  are  8,000  foreign  and  domestic 
pubhcations  in  at  least  18  languages 
circulating  here.  The  BBC  World  Ser- 
vice can  be  received  on  FM  instead  of 
shortwave  because  we  allow  the  BBC 
a  booster  station  in  Singapore.  CNN 
is  available  through  a  commercial 
cable  company  to  all  subscribers.  The 
financial  and  business  community, 
and  anyone  who  wishes  to  subscribe, 
has  on-line  access  to  major  financial 
wire  services  like  AP,  Dow  Jones  and 
Reuters.  But  some  restrictions  wiU 
always  be  necessary.  The  line  we 
draw  is  over  materials  that  erode  our 
core  values  of  family  or  which  threat- 
en racial  and  reU^ous  harmony.  So 
magazines  hke  Playboy  or  rehgjous 
hterature  that  inflames  feelings  will 
not  be  allowed.  We  also  take  excep- 
tion to  any  foreign  pubUcation  if  it 
attempts  to  engage  in  domestic  polit- 
ical debate.  Domestic  poUtics  is  for 
Singaporeans  only. 


nology's  office/factory  garbed  in  high 
computer-nerd  fashion:  glasses,  white 
smock  and  a  very  cheap  digital  watch. 
Even  though  he  now  drives  a  Lexus  and 
owns  a  condominium,  Sim  says  he  can 
live  on  the  $200  a  month  that  kept  him 
ahve  in  the  early  days. 

After  graduating  from  Ngee  Ann 
Polytechnic  with  a  degree  in  electrical 
engineering,  Sim  did  his  obhgatory  rmh- 
tary  service  as  a  radar  technician.  In  his 
spare  time,  he  built  an  acupuncture 
device  that  was  a  technical  advance- 
ment but  a  marketing  bust.  Gravitating 
toward  entrepreneurial  situations  after 
leaving  the  mihtary,  he  worked  as  a 
designer  of  seismic  equipment  for  a 
small  firm,  and  there  saw  his  first  per- 
sonal computer,  a  Radio  Shack  TRS-80. 
He  was  instantly  hooked.  "From  that 
moment,"  he  says,  "I  wanted  to  design 
Singapore's  first  computer." 

After  buying  a  set  of  manuals,  Sim 
spent  his  off-hours  building  add-on 
devices  to  improve  the  performance  of 
the  TRS-80.  The  next  step  was  to  design 
his  own  personal  computer,  which  he 
offered  to  his  boss  at  the  time.  Before 
anything  came  of  it,  Sim  grew  tired  of 
the  lack  of  individual  freedom  typical  of 
many  family-run  Singaporean  business- 
es. "Here  I  was  the  key  technical  guy," 
he  says,  "doing  all  the  engineering, 
hardware  and  software  design,  and  I 
didn't  even  have  a  key  to  the  office." 

Sim  quit  with  Uttle  but  the  simple 
desire  "to  do  R&D  for  myself  in  my  own 
room."  He  made  some  rocky  attempts 
to  start  several  small  businesses  (one 
was  scuttled  when  a  partner  took  off 
with  the  company  funds).  In  1 98 1,  still 
determined  to  build  Singapore's  first  PC, 
Sim  looked  around  for  a  loan,  but  "with 
no  powerful  friends,"  he  recalls,  "there 
was  no  venture  capital,"  especially  for  a 
polytechnic  grad  with  a  single  degree  in 
electrical  engineering.  "They'd  say, 
'Who  do  you  think  you  are  to  design  a 
computer?'"  Sim  remembers. 

In  1984,  Creative  Technology  finally 
amassed  enough  capital  to  put  out  its 
first  computer.  The  Cubic  99  was  a  128- 
kHobyte  machine  that  was  both  CP/M 
and  Apple  compatible,  and  had  built-in 
sound.  The  Cubic  99  was  the  first  inter- 
compatible,  talking  PC,  and  one  that 
could  also  speak  Chinese.  Although  the 
reception  was  not  overwhelming,  Sim 
was  grateful  to  be  selling  a  couple  hun- 
dred machines  a  month. 
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By  1986,  with  the  price  of  the  ffiM  PC 
coming  down  close  to  that  of  the  Cubic 
99,  Sim  decided  it  was  time  to  begin 
work  on  a  super-PC.  In  less  than  six 
months,  his  small  team  built  the  com- 
puter they  called  the  Cubic  CT,  both  for 
Creative  Technology  and  for  Chinese 
Talking.  Sim  felt  the  Cubic  CT  was 
"very  rational  and  very  small,"  and  was 
better  than  an  IBM.  Here  was  Sim's 
dream  machine,  incorporating  "all  the 
best  ideas  of  what  a  good  computer 
should  be."  The  marketing  slogan  was 
"Beyond  your  wildest  dreams."  This 
was  both  a  blessing  and  a  curse.  Years 
ahead  of  his  time,  Sim  had  invented  the 
first  multimedia  PC,  long  before  people 
even  knew  what  multimedia  meant.  At 
stores  in  Funan  Center,  sales  representa- 
tives could  not  figure  out  how  to  sell 
the  computer;  it  took  them  hours  to 
explain  all  its  features.  Regional  distri- 
bution collapsed  when  it  became  obvi- 
ous that  there  wasn't  enough  free  soft- 
ware to  support  the  computer. 

This  is  where  Sim  ran  into  one  of  the 
major  problems  confronting  the  Asian 
computer  market:  the  lack  of  any  tradi- 
tion for  protecting  intangible  properties. 
Part  of  the  problem  was  cultural.  In  the 
Confucian  system,  an  idea  is  something 
everyone  shares.  Software  is  essentially 
ideas  in  code,  and,  with  diskettes,  those 
ideas  are  simple  to  copy.  "In  Asia,"  says 
Claire  Leow,  a  reporter  with  the  Singa- 
pore Business  Times,  "the  idea  of  own- 
ing intellectual  property  is  nonexistent." 
This  was  a  formidable  problem  for  Sim. 
"People  could  just  buy  an  IBM  and  copy 
the  software  for  free,"  he  says.  Or  they'd 
see  his  talking,  music-playing  computer 
and  ask,  "Where's  the  free  software? " 

With  sales  marginal,  and  having 
spent  all  of  his  company's  money  on  the 
new  computer,  Sim  sat  down  and 
"started  to  do  a  lot  of  soul-searching." 
Creativity  was  not  the  problem.  "I 
knew  we  had  world-class  technology," 
Sim  says.  "We  were  all  very  hard-work- 
ing, very  aggressive,  and  yet  still  didn't 
make  money.  What  was  wrong?"  Since 
the  market  for  clones  was  saturated, 
Sim  knew  he  was  not  going  to  get  rich 
building  another  computer.  What  he 
needed  was  a  quick  fix,  some  element  of 
the  advanced  technology  that  he'd  put 
into  the  Cubic  CT  and  that  he  covild  sell 
to  millions  of  computer  owners. 

Initially  he  thought  the  company 
should  go  into  software  production.  Yet 


he  already  knew  Singapore  would  not 
support  software,  and  to  go  after  the  U.S. 
market  meant  competing  with  all  of  the 
thousands  of  software  writers  in  the 
United  States.  "We  had  to  look  at  the 
cultural  issue,"  he  remembers,  "of  how 
you  could  fight  in  an  aUen  market." 

Then  Sim  had  a  flash.  "I  realized  that 
music  is  international,"  he  says,  "that 
there  is  no  specific  culture."  One  of  the 
best  pieces  of  technology  on  the  Cubic 
CT  was  its  sound  card.  The  U.S.  might 
not  be  interested  in  a  computer  that 
spoke  Chinese,  but  what  about  music? 
The  sound  card  actually  solved  a  lot  of 
problems.  It  utilized  both  hardware  and 
software,  which  would  make  it  useless 
for  anyone  to  steal  the  codes.  Offering 
the  best  of  both  worlds,  his  product  was 
safe  from  Asian  pirates  and  interesting 
enough  for  American  techies. 

Sim  quickly  refined  his  music  card 
and  called  it  the  Creative  Music  Sys- 
tem. With  the  system,  an  owner  of  a 
mute  PC  could  instantly  produce  good 
orchestration  by  playing  tunes  with  one 
finger.  The  card  sold  well  in  Singapore. 
Sim  was  ecstatic  when  he  realized  that 
"for  every  card  we  sold,  we  made  the 
equivalent  of  a  PC."  Still,  he  knew  that 
to  be  really  successful,  he  would  have  to 
take  his  product  to  the  U.S.  In  August 
1988,  Sim  turned  the  company  over  to 
his  partners  and  left  for  the  States.  "I 
had  to  bum  my  bridges,"  he  says.  "I  had 
to  create  a  market." 
.  Sim  rented  an  anonymous  town- 
house  in  unglamorous  South  San  Fran- 
cisco and  began  to  tout  his  product. 


After  trying  mail  order,  direct  mail  and 
personal  calls  on  dozens  of  distributors, 
he  hit  on  the  right  strategy  by  hooking 
up  with  software  companies  working 
on  games,  including  Broderbund  Soft- 
ware (Where  in  the  World  is  Carmen 
Sandiego?)  and  Activision  (Ghost- 
busters).  As  Sim  recalls,  both  companies 
understood  that  "in  order  to  have  good 
games,  you  need  good  sound."  If  Sim's 
card  could  do  music,  it  certainly  could 
do  sound  effects  as  well. 

Over  a  period  of  months,  Sim  went 
back  and  forth  with  the  game  compa- 
nies, utilizing  his  nascent  version  of  an 
IT  network  to  get  things  done.  When  he 
was  asked  for  a  new  software  code,  Sim 
would  astonish  his  cHents  by  promising 
to  have  it  completed  by  the  following 
moming.  He  would  get  on  the  phone  to 
Singapore,  where  the  day  was  just 
beginning,  and  ask  his  software  writers 
at  Creative  Technology  to  whip  up  the 
code.  When  they  were  done,  the  soft- 
ware would  be  sent  by  modem  to  Sim's 
office  in  Cahfomia.  By  whipsawing  the 
time  difference  between  the  U.S.  and 
Asia,  he  was  able  to  fit  two  days'  work 
into  one. 

After  several  months,  Sim  had  a 
sound  card  that  he  called,  with  classic 
American  hyperbole,  Sound  Blaster. 
When  he  took  it  to  the  1989  COMDEX 
show  in  Las  Vegas,  Sim  was  stunned  by 
the  reaction.  He  took  600  orders  in  five 
days.  Mass  shipment  began  in  February 
1990,  and  within  six  months  sales  hit 
10,000  a  month. 

Computer  stores  throughout  the 


Hoo's  Who  A  symbol  of  the  island  nation's  new  entrepreneurial  spirit,  Sim  Wong  Hoo  par- 
layed a  bright  idea,  an  un-Confucian  attitude  and  sheer  energy  into  a  major  fortune. 
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world  .simply  could  not  get  enough 
Sound  Blasters,  and  by  mid- 1990,  ven- 
ture capitalists  were  begging  Sim  to  go 
public.  When  he  did,  it  was  not  on  the 
Singapore  stock  exchange  or  even  the 
Hong  Kong  exchange  still  favored  by 
Asian  investors.  Instead,  Sim  took  the 
big  gamble  and  hsted  on  NASDAQ  in 


sirable  material  and  ideas.  To  try  to  stop 
or  censor  this  creative  flow  was  not  only 
increasingly  problematic,  it  clearly 
would  be  destructive  to  the  govern- 
ment's plan  of  estabUshing  Singapore  as  a 
world  center  of  information  technology. 

As  is  de  rigueur  in  a  nation  that^  is 
studious  above  all  else,  another  high- 


Tbe  China  Syndrome  Foimei  prime  minister  Lee  Kuan  Yew  fr)  with  Chinese  premier  Li  Peng 
during  a  visit  to  the  People's  Repubhc  to  spread  the  gospel  of  free  markets  and  social  control 


1992.  By  the  time  the  deal  was  cut, 
Sim  wasn't  sure  that  Creative  Technol- 
ogy even  needed  the  money.  Regard- 
less, he  had  a  market  capitalization  of 
nearly  $500  million.  His  one-third 
share  made  him  one  of  the  richest  men 
in  Singapore. 

Sim  wonders  if  Singapore  can  make 
the  kind  of  creative  leap  he  made  with 
Creative  Technology  to  become  a  world 
leader  in  the  field.  The  pervasive  atti- 
tude seems  to  be,  according  to  Sim, 
"No,  Singapore  can't  be  number  one. 
We  have  to  go  in  with  the  big  multina- 
tionals, and  whatever's  left  over  we'U 
do.  At  Creative,  we  don't  believe  in 
that.  We  beheve  in  doing  it  ourselves." 

The  Grand  Contradiction 

As  early  as  May  1991,  it  seemed  to 
many  in  Singapore's  information  ehte 
that  the  need  for  openness  on  the  one 
hand  and  the  need  to  maintain  accept- 
able public  morals  on  the  other  were  at 
loggerheads.  The  country  was  open; 
increasingly  wealthy  citizens  could  and 
did  travel  freely  in  huge  numbers  and 
were  as  worldly  as  anyone  on  earth.  It 
was  also  a  given  that  technology  was 
daily  making  it  harder  to  keep  out  unde- 


level  commission  was  appointed  in 
May  1991.  This  one  was  charged  with 
studying  potential  hberalization  of  the 
strict  censorship  laws  that  would  even- 
tually prevent  Singapore's  information 
revolution  from  reaching  critical  mass. 
The  Censorship  Review  Committee 
was  an  extraordinarily  high-level  body 
headed  by  former  United  Nations  repre- 
sentative, current  arts  council  chairman 
and  roving  ambassador  Tommy  Koh.  It 
reported  directly  to  the  information  and 
arts  minister,  George  Yeo,  the  man 
widely  regarded,  as  one  observer  sug- 
gested, "as  the  keeper  of  Singapore's 
morals." 

The  committee  met  for  more  than  a 
year  and  reported  back  to  Yeo  in  Sep- 
tember 1992  with  several  painfully  rea- 
soned and  dehcately  balanced  proposals. 
The  committee  recommended,  for 
example,  allowing  "more  scope  for 
intellectual  pursuit,"  permitting  "seri- 
ous" films  to  be  "screened  by  bona  fide 
film  or  cultural  organizations"  and  let- 
ting publications  "with  educational 
value  or  research  merit  be  less  strin- 
gently censored." 

Even  if  censorship  was,  officially,  no 
longer  the  only  answer,  Yeo  was  by  no 


means  convinced  that  it  could  be  done 
away  v^dth  entirely.  In  response  to  the 
report,  he  argued  that  "we  should  not 
hberalize  in  an  unthinking  manner  just 
because  other  countries  are  also  Hberal- 
.izing."  Then  Yeo  hurled  the  thunder- 
bolt that  could  stand  as  the  final  answer 
to  those  who  felt  liberalization  was 
inevitable  and  inevitably  beneficial: 
"We  ignore  at  our  peril  the  link 
between  moral  depravity  and  the 
decline  of  civilization,"  he  wrote  in  a 
cover  letter  to  the  report. 

Yeo  had  not,  as  he  would  later  tell 
ASAP,  "resolved  in  my  own  mind  that 
to  allow  space  for  creativity  you  must 
allow  it  to  encroach  on  tradition." 

The  grand  contradictions  of  Singa- 
porean prosperity  may  best  be  recon- 
ciled in  the  culture  of  enterprise.  Singa- 
pore should  be  compared  to  Hong  Kong, 
a  similarly  Chinese  island  nation  long 
run  by  the  British  and  also  technologi- 
cally advanced,  culturally  Confucian 
and  dubiously  democratic.  Singapore 
invests  more  than  two  times  as  much 
as  Hong  Kong  to  get  the  same  rate  of 
economic  growth.  And  Singapore's  tax 
rates  are  about  one-third  higher  and  yet 
yield  no  faster  growth  of  government 
revenues.  For  all  the  cultural  contradic- 
tions of  Singaporean  society  and  the 
imperatives  of  free  information  in  the 
Information  Age,  it  may  weU  be  most 
important  to  reconcile  the  economic 
contradictions. 

This  is  the  true  promise  of  the  Goh 
regime.  Back  in  1980,  Goh  summed  up 
his  attitude  in  a  speech  to  Parhament: 
"Several  advanced  countries,  like 
Britain,  have  been  hypnotized  by  a  sin- 
gle 'soak  the  rich'  slogan,  only  to  dis- 
cover that  by  heavy  taxes  on  personal 
incomes  they  have  stifled  the  drive  to 
excel  and  succeed."  This  strong  supply- 
side  appeal  has  reverberated  through 
Singapore's  pohcy  ever  since  and  is  cen- 
tral to  the  message  this  robust  econo- 
my offers  to  the  West  and  to  its  own 
entrepreneurs. 

To  continue  its  sensational  record  of 
growth,  Singapore  does  not  have  to  give 
up  Confucius.  But  it  will  have  to  give 
up  authoritarian  controls  both  on  the 
flows  of  information  uniquely  offered 
by  markets  and  on  the  fits  of  contrarian 
creativity  imparted  by  innovators  and 
entrepreneurs.  As  the  new  era  dawns, 
the  portents  could  be  far  worse,  both  for 
Singapore  and  the  world.  IKI 
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In  a  revealing  discussion,  America's  foremost  managem 


In  1939,  the  same  year  Hitlei  invaded 
Poland  and  moviegoers  lined  up  for 
Gone  With  the  Wind,  Peter  Drucker 
published  his  first  book,  The  End  of 
Economic  Man.  Twenty-six  books  have 
followed.  Astonishingly,  his  latest  may 
be  his  best:  Post  Capitalist  Society 
(New  York,  HarperCollins;  London, 
Oxford,  Butterworth/Heinemann). 

ASAP  recently  chatted  v^th  Drucker 
at  his  home  in  Claremont,  Cahf.,  about 
the  information  revolution. 

Information  Bases,  Not  Databases 

The  greatest  challenge  of  the  comput- 
er industry  is  to  learn  how  to  build 
information  bases,  not  databases.  The 
really  important  information  cannot  be 
easily  quantified  and  exists  outside  the 
organization.  Even  when  such  informa- 
tion exists,  however,  most  people  in 
business  don't  even  know  about  it. 

In  certain  ways,  some  of  the  large 
brokerage  houses  have  done  a  better  job 


of  building  computerized  systems  than 
anyone  else  has  done.  They  have  an 
enormous  amount  of  ready  data  on 
immediate  transactions.  They  have 
information  about  what  customers 
bought  in  the  last  18  months.  But  most 
don't  use  it  because  they  are  transac- 
tion-focused and  transaction-driven. 
The  easiest  sale  is  the  old  customer,  but 
they  are  focused  on  the  new  customer. 

I  know  two  groups  that  do  use  the 
information,  and  everyone  in  the  indus- 
try always  asks,  "How  come  those  peo- 
ple show  such  incredible  results?"  Well, 
they  just  use  the  information  they  have. 

What  information 
Do  I  Owe? 

"What  information  do  I  owe?"  is  the 
question  all  knowledge  workers  must 
leam  to  ask.  Yet  this  is  a  counterintu- 
itive question  because  the  human  race 
intuitively  hoards  information.  Our  first 
instinct  is  that  what  we  don't  tell  isn't 


going  to  cause  trouble. 

Information  has  always  been  power. 
The  great  revolution  in  warfare  that 
made  the  Prussian  army  invincible 
would  almost  cost  Helmuth  Moltke  his 
professional  life.  For  when  Moltke,  the 
man  who  transformed  the  Prussian 
army,  was  a  young  officer  in  1850,  he 
proposed  that  it  was  the  duty  of  the 
staff  officer  to  make  sure  that  every  offi- 
cer down  to  the  youngest  lieutenant 
knew  the  battle  plan.  He  shaped  the 
army  that  first  defeated  Austria  and 
then  France  in  the  Franco-Prussian  War. 
Disseminating  knowledge  was  a  radical 
idea.  It  used  to  be  that  the  colonel's 
power  lay  in  the  fact  that  he  knew  the 
plan  and  nobody  else  did,  not  even  the 
commanding  general. 

Today,  this  idea  of  owing,  or  sharing, 
information  means  not  only  that  the 
middle  manager  owes  it  or  that  the 
supervisor  owes  it.  Everyone  at  every 
level  owes  it.  Despite  this  necessity, 
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expect  the  idea  to  be  resisted.  Remember 
the  early  days  of  factory  automation? 
Factories  put  in  all  this  beautiful  equip- 
ment, and  it  didn't  work,  because  the 
papermaker  knew,  though  he  didn't  tell 
anyone,  that  when  the  wind  blows  from 
the  east,  the  machines  have  to  be  slowed 
down.  That  was  his  power.  He  knew 
that  as  long  as  he  didn't  tell  anybody, 
"the  sons-of -bitches  can't  fire  me." 

Hands-On  Still 

A  MUST 

Technology  often  gives  people  a  sense 
of  false  security,  leading  them  to  think 
they  know  more  than  they  do.  This  is 
nothing  new.  The  arrogance  of  the 
learned  was  commented  upon  by  Aris- 
tophanes. You  know  that  famous  play. 
The  Clouds' hy  Aristophanes  about 
Socrates?  In  that  play,  Socrates  talked 
learnedly  about  what  the  shipmaster 
did,  but  had  never  looked  at  what  the 
shipmaster  had  done. 


The  archbishop  of  the  Catholic 
dhurch  is  still  expected  to  say  Mass  in 
pubhc  every  Sunday  and  to  give  com- 
munion. The  commander  of  the  battal- 
ion is  expected  to  taste  the  men's  food 
in  a  different  platoon  every  night.  The 
team  captain  is  expected  to  be  on-site 
when  the  crew  digs  a  ditch  and  to  help 
dig  the  ditch — not  simply  to  know  what 
it's  Uke,  but  also  to  show  by  example. 
The  moment  managers  forget  that,  they 
make  mistakes. 

Drucker's  Own  Most  Important 
Management  Lesson 

The  most  enduring  lesson  I've  ever 
learned  came  from  an  old  janitor  at  New 
York  University,  which  had  completed 
a  new  magnificent  graduate-school 
building  that  had  no  windows  on  the 
first  nine  stories.  We  moved  in,  and,  you 
know,  there's  always  a  short,  brutal  heat 
wave  in  New  York  at  the  end  of  April. 
The  temperature  went  from  80  to  90  to 


100,  and  everybody,  the  women  includ- 
ed, stripped  down  to  the  barest  essen- 
tials. It  continued  to  get  hotter,  and  my 
patience  wore  out.  I  went  dovyni  to  hunt 
up  the  janitor  and  scream  at  him.  Way 
down  in  the  third  basement,  I  found  an 
old,  toothless  man  and  I  yelled  at  him, 
"Can't  you  read  a  thermometer?"  He 
looked  at  me  and  said,  "Mister,  if  I  could 
read  a  thermometer,  what  would  I  be 
doing  as  a  janitor?" 

I  think  that's  the  best,  most  important 
lesson  I  learned.  The  janitor's  job  was  to 
go  by  the  calendar.  In  New  York,  through 
the  15th  of  May,  you  heat  the  building. 
Around  the  1 5th  of  May,  you  turn  on  the 
air  conditioner.  Period.  He  followed  the 
orders  he  had.  Period.  If  he  had  been  able 
to  read  a  thermometer,  as  I  had  expected 
him  to  do,  he  wouldn't  have  been  down 
in  the  basement  working  as  a  jarutor. 
You  have  to  look  for  that.  To  make 
things  effective,  you  have  to  remember 
that  decisions  are  carried  out  by  people. 
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IBM'S  Problem 

Believe  me,  IBM's  biggest  problem  is  that 
the  company  beUeves  that  there  is  still 
such  a  thing  as  one  market.  There  are 
very  different  markets.  What  fits  the 
university  lab  does  not  fit  the  bank. 
IBM's  managers  have  to  move  beyond 
abstract  ideas  to  concrete  information 
about  their  markets. 

I  think  people  at  IBM  got  technology- 
focused  instead  of  market-focused.  You 
don't  get  a  feel  for  the  market  out  of 
reports.  You  get  that  only  by  going  out- 
side and  looking  at  what  people  do  with 
their  computers.  When  you  look  at  that, 
you  see  installation  after  installation 
where  the  users  have  surrounded  the 
mainframe  with  six  perimeters  of  PCs. 
They  don't  use  the  mainframe  the  way 
IBM  thinks  it  should  be  used. 

The  Challenge  of 
Distributed  Computing 

It's  fairly  easy  to  see  that  if  you  change 
a  process,  you  have  got  to  record  the 
change.  That's  easy.  Whether  it's  going 
to  be  done  is  another  matter.  To  main- 
tain both  the  unity  of  the  system  and 
the  random  access  is  a  major  challenge 
for  IS  managers  today.  One  way  is  to 
give  up  the  mainframe.  But  then  you 
have  no  database.  Or  you  can  say  that 
all  transactions  are  automatically 
recorded — a  nightmare!  How  do  you 
balance  the  enormous  flexibility  of  an 
open-ended  distributed  computing  sys- 
tem, which  has  become  a  tool  of  people, 
with  the  need  to  learn  from  your  own 
achievements?  How  do  you  build  learn- 
ing into  that  system?  I'm  not  even  talk- 


ing about  recording.  Sure,  contracts  and 
the  like  are  properly  recorded,  but  what 
about  the  random  discussion  that  went 
into  them?  One  of  the  disadvantages  of 
centralized  information  systems  was 
the  slowness  and  the  poor  flexibihty. 
But  one  of  the  advantages  was  that  you 
knew  that  you  had  to  record  change  to 
learn,  and  that's  missing  today. 

The  Problem  with 
Computer  People 

The  next  10  or  15  years  are  the  years  of 
moving  from  computer  Hteracy  to  infor- 
mation hteracy.  Information  is  my  tool, 
but  also  my  responsibihty.  How  do  I  get 
the  information  about  the  market  into 
the  computer,  which  is  very  largely  out- 
side information?  What  do  I  need  to 
compete?  Competition  is  not  only 
about  technology,  but  about  markets, 
about  poUtical  conditions — it  isn't  sci- 
entific. In  many  cases  all  you  really 
need  is  a  plus  or  minus  20  percent  indi- 
cation, not  precision.  So  how  do  you 
define  what  you  need?  How  do  you 
build  it  in?  How  do  you  bring  it  togeth- 
er? Computer  people  don't  seem  to  be 
interested  in  this  because  it's  not  con- 
nected to  speed. 

Cross-Functional  knowledge  and 
THE  History  of  the  Computer 

One  example  of  how  cross-functional 
knowledge  comes  together  is  the  gene- 
sis of  the  computer.  Its  earhest  root  is 
the  binary  system — that  is,  the  realiza- 
tion of  a  17th-century  German  mathe- 
matician-philosopher, Gottfried  Leib- 
niz, that  all  numbers  can  be  represented 


by  just  two:  0  and  1.  The  second  root  is 
the  discovery  by  a  19th-century  EngUsh 
inventor,  Charles  Babbage,  that  toothed 
wheels — that  is,  mechanics — could  rep- 
resent the  arithmetic  functions  of  addi- 
tion, subtraction,  multiplication  and 
division,  which  led  to  the  discovery  of  a 
genuine  computing  machine. 

Then  in  the  early  years  of  this  centu- 
ry, two  Enghsh  logicians,  Alfred  North 
Whitehead  and  Bertrand  Russell,  in 
their  Phncipia  Mathematica,  showed 
that  any  concept,  if  presented  in  rigor- 
ously logical  form,  can  be  expressed 
mathematically.  From  this  discovery  an 
Austrian  American,  Otto  Neurath, 
working  as  statistician  for  the  U.S.  War 
Production  Board  of  World  War  I,  came 
up  with  the  notion  of  data.  Neurath's 
notion  was  that  all  information  from 
any  area,  whether  from  anatomy  or 
astronomy,  from  economics,  history  or 
zoology,  is  exactly  the  same  when  quan- 
tified, and  can  be  treated  and  presented 
the  same  way  (the  idea,  by  the  way,  that 
also  underlies  modem  statistics).  It  was 
a  brand-new  and  heretical  notion. 

A  Uttle  earlier,  just  before  World  War  I, 
an  American,  Lee  De  Forest,  invented 
the  audion  tube  to  convert  electronic 
impulses  into  sound  waves,  thus  mak- 
ing possible  the  broadcasting  of  speech 
and  music.  Twenty  years  later,  it 
occurred  to  engineers  working  at  a 
medium-sized  punch-card  manufacturer 
called  IBM  that  the  audion  tube  could  be 
used  to  switch  electronically  from  0  to  1 
and  back  again. 

If  any  of  these  elements  had  been 
missing,  there  would  have  been  no 
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At  Racal'Datacom,  we  want  to 
solve  your  business  problems,  not 
just  your  network  problems. 
.  That's  the  single  vision  behind  our 
approach  to  network  integration.  An 
approach  we've  taken  for  more  than 
three  and  a  half  decades,  while  serving 
thousands  of  customers  worldwide. 

We  have  more  networking  tools 
at  our  disposal  than  any  other  data 
communications  company  —  more 
than  350  different  products  and 
systems  for  LANs,  WANs,  and 


Racal-Datacom'' 


internetworking.  From  workgroup 
systems  to  enterprise-wide  solutions. 
Designed,  manufactured,  and 
warranted  by  Racal-Datacom.  And 
controlled  by  one  of  the  industry's 
most  comprehensive,  distributed 
network  management  systems. 

We'll  help  you  build  a  network 
that  supports  your  company's 
business  vision. 

We'll  design,  fully  integrate,  and 
maintain  your  network.  If  you 
prefer,  we'll  even  operate  it  for  you. 


With  operations  in  more  than  80 
countries,  we  truly  are  a  global 
networking  company. 

To  see  how  we've  helped  compa- 
nies like  yours  achieve  their  unique 
networking  objectives,  call  us  at 
1'800'RACAL'55.  Consultant 
inquiries  are  also  welcome. 

We'll  send  you  a  complete  infor- 
mation package.  It  could  give  you 
a  whole  new 
perspective  on 
networking. 


WE   UNDERSTAND  NETWORKING   INSIDE  AND  OUT 
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computer.  No  one  can  say  which  of 
these  was  the  critical  element,  but  with 
all  of  them  in  place,  the  computer 
became  virtually  inevitable. 

How  Value 
Is  Created 

Today,  the  real  and  controlling 
resource  and  absolutely  decisive  factor 
of  production  is  neither  capital  nor  land 
nor  labor.  It  is  knowledge.  Value  is  now 
created  by  productivity  and  irmovation, 
both  appHcations  of  knowledge  to  work. 

The  Productivity 
Revolution  is  Dead 

Productivity  today  can  be  increased 
only  by  applying  knowledge  to  work. 
Neither  machines  nor  capital  can  do 
it — indeed,  if  apphed  alone  each  is  Uke- 
ly  to  impede  rather  than  to  create  pro- 
ductivity. 

When  Frederick  Winslow  Taylor 
started  his  work,  9  out  of  every  10 
working  people  did  manual  work,  mak- 
ing or  moving  things,  in  manufacturing, 
in  farming,  in  mining,  in  transportation. 
The  productivity  of  people  engaged  in 
making  and  moving  things  is  still  going 
up  at  the  historical  rate  of  3  to  4  percent 
annually,  and  is  going  up  even  faster  in 
American  and  French  agriculture.  But 
the  productivity  revolution  is  over. 
Forty  years  ago,  in  the  1950s,  people 
who  engaged  in  work  to  make  or  to 
move  things  were  still  a  majority  in  all 
developed  covin  tries.  By  1990  they  had 
shrunk  to  one-fifth  of  the  work  force.  By 
2010  they  will  be  no  more  than  one- 
tenth.  Increasing  the  productivity  of 


manual  workers  in  manufacturing,  in 
farming,  in  mining,  in  transportation 
can  no  longer  by  itself  create  wealth. 

The  productivity  revolution  has 
become  a  victim  of  its  own  success.  From 
now  on  what  matters  is  the  productivity 
of  nonmanual  workers.  That  requires 
applying  knowledge  to  knowledge. 

Work  vs.  Chore 

Knowledge  workers  and  service  work- 
ers should  always  be  asked,  "Is  this 
work  necessary  to  your  main  task? 
Does  it  contribute  to  your  performance? 
Does  it  help  you  do  your  job?"  If  the 
answer  is  "no,"  the  procedure  or  opera- 
tion is  a  chore  rather  than  work.  It 
should  either  be  dropped  altogether  or 
be  engineered  into  a  job  of  its  own. 

Secrets  of  the 
Super-Rich 

The  super-rich  of  the  old  capitalism 
were  the  19th-century  steel  barons.  The 
super-rich  of  the  post-World  War  II 
boom  are  computermakers,  software- 
makers,  producers  of  television  shows 
or  Ross  Perot,  the  builder  of  a  business 
installing  and  running  information  sys- 
tems. Great  fortunes  such  as  those 
made  in  retailing — those  of  Sam  Walton 
of  Wal-Mart  in  the  United  States,  of 
Masatoshi  Ito  of  Ito-Yokado  in  Japan  or 
of  the  Sainsbury  brothers  in  Britain — 
were  made  by  reorganizing  this  tradi- 
tional business  around  information. 

In  fact,  whichever  traditional  indus- 
tries managed  to  grow  in  the  last  40 
years  did  so  because  they  restructured 
themselves  around  knowledge  and 


information.  The  integrated  steel  mill  is 
becoming  obsolete.  Even  in  low-wage 
countries  it  cannot  compete  against  the 
minimill.  But  a  minimill  is  simply  a 
steelmaker  organized  around  informa- 
tion rather  than  around  heat. 

Needed:  A  New 
Adam  Smith 

We  do  not  fully  understand  how 
knowledge  behaves  as  a  resource.  We 
have  not  had  enough  experience  to  for- 
mulate a  theory  and  to  test  it.  We  can 
only  say  so  far  that  we  need  such  a  theo- 
ry. We  need  an  economic  theory  that 
puts  knowledge  into  the  center  of  the 
wealth-producing  process.  Such  a  theory 
alone  can  explain  the  present  economy. 
It  alone  can  explain  economic  growth.  It 
alone  can  explain  innovation.  It  alone 
can  explain  how  the  Japanese  economy 
works  and,  above  all,  why  it  works.  It 
alone  can  explain  why  newcomers, 
especially  in  high-tech  fields,  can, 
almost  overnight,  sweep  the  market  and 
drive  out  all  competitors,  no  matter 
how  well  entrenched  they  are,  as  the 
Japanese  did  in  consumer  electronics 
and  in  the  U.S.  automobile  market. 

But  so  far  there  are  no  signs  of  an 
Adam  Smith  or  a  David  Ricardo  of 
knowledge. 

The  End  of  Natural 
Advantage 

The  productivity  of  knowledge  is 
increasingly  going  to  be  the  dctcnnining 
factor  in  the  competitive  position  of  a 
country,  an  industry,  a  company.  With 
respect  to  knowledge,  no  country,  no 
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industry,  no  company  has  any  "natural" 
advantage  or  disadvantage.  The  only 
advantage  it  can  possess  is  in  respect  to 
how  much  it  obtains  from  universally 
available  knowledge.  The  only  thing 
that  increasingly  will  matter  in  national 
as  well  as  international  economics  is 
management's  performance  in  making 
knowledge  productive. 

Watson  vs. 
Von  Neumann 

Computer  architecture  as  we  now 
know  it  was  developed  by  two  totally 
different  people.  John  Von  Neumann 
was  one,  but  everyone  knows  about 
him.  The  other  was  Thomas  Watson, 
Sr.,  who  I  don't  think  finished  high 
school.  He  had  absolutely  no  scientific 
background,  but  he  anticipated  every- 
thing to  come,  even  though  in  the  1930s 
he  didn't  laiow  beans  about  Von  Neu- 
mann. If  he  knew  him,  he  wouldn't 
have  understood  a  word  of  what  Von 
Neumann  was  saying.  Von  Neumarm 
was  not  patient  with  ignorance.  He 
would  not-have  taken  the  time  to 
explain  anytliing  to  a  Thomas  Watson. 
Watson  was  patient,  but  he  was  a  total- 
ly unscientific,  although  he  had  an  ama- 
teur imderstanding  of  astronomy. 

In  1929,  when  I  was  a  young  journal- 
ist, Watson  came  to  Europe  as  head  of 
the  American  Chamber  of  Commerce. 
We  interviewed  him;  he  was  nice  to  us 
kids.  Sooner  or  later  he  would  begin  to 
talk  about  some  god-awful  stupid  non- 
sense he  called  data  processing.  None 
of  us  understood  a  word  he  was  saying. 
But  he  understood  data.  The  concept  of 


data  had  been  invented  10  years  earlier 
by  Neurath.  Watson,  lacldng  any  scien- 
tific background,  immediately  saw  the 
application  to  accounting.  The  first 
modem  accounting  machine,  beyond 
the  cash  register,  was  developed  by  IBM 
in  1928.  IBM  leased  four  machines  in 
England.  Four.  I  remember  that  in  the 
1930s  I  had  one  standing  in  my  office  in 
a  private  bank,  because  the  sales  man- 
ager for  Watson  in  England  was  the 
nephew  of  my  senior  partner.  It  hadn't 
been  uncrated.  Nobody  used  it. 

Watson  almost  went  banlcrupt  over 
it.  Yet  he  had  the  vision  that  you  could 
use  accounting  machines  to  do  the 
^edious  work  of  number-cmnching  for 
the  orbits  of  the  moon  and  planets. 
Watson  immediately  gave  the  order  to 
his  people  at  IBM  to  develop  the  first  of 
what  Von  Neumaim  called  the  com- 
puter. In  short,  Watson  had  another 
vision.  He  saw  that  it  was  the  memory 
of  the  sorted  program  that  made  a  com- 
puter. Everybody  else  had  only  the 
adding  machine.  What  Watson  had  in 
1948 — the  year  he  performed  astronom- 
ical calculations  in  a  window  on  Madi- 
son Avenue  in  New  York — was  the 
first  real  computer.  ENIAC  was  not  a 
real  computer  since  it  could  do  only 
one  thing.  It  had  no  full-programming 
capacity.  It  could  do  only  artillery  tra- 
jectories. 

Technology  Means 
Individual  Choice 

I  SEE  THE  disappearance  of  the  computer 
market  as  the  computer  becomes  an 
accessory.  That's  already  happening. 


Look  at  all  the  medical  instrumentation 
that  has  become  computerized.  We  are 
at  the  point  where  telecommunications, 
television,  copying  and  computers  are 
becoming  incorporated  into  one  instru- 
ment. You  don't  sell  an  automobile 
engine  separately.  This  will  soon  be  the 
same  for  most  computers. 

Today,  you  have  a  very  big  trend 
toward  individuahzation.  Parents  want 
choice  about  what  school  their  children 
should  attend.  For  the  first  time  we  say 
hospitals  and  doctors  are  there  for  sick- 
ness care.  Health  care  is  your  responsi- 
bility, so  you  shouldn't  drink  so  much 
or  smoke  or  overeat.  Only  you  can  keep 
yourself  healthy.  That's  new  talk.  It's 
old  wisdom.  Hippocrates  said  to  drink 
only  water  from  the  spring,  go  to  bed 
early,  don't  whore  around,  eat  sparingly 
and  nothing  fat.  People  never  hstened 
to  Mr.  Hippocrates,  because  they  were 
not  paying  a  fee. 

People  want  privatized  information 
and  are  willing  to  pay  for  it.  Network 
television  advertising  is  in  a  severe  cri- 
sis because  of  cable  TV  and  VCRs.  Peo- 
ple tape  the  programs  they  want,  and 
not  only  do  they  zap  out  ads,  but  they 
want  programs  without  ads.  You  get 
such  a  splintered  audience  that  you 
can't  reach  the  masses  anymore. 
You're  privatizing  advertising  and  pro- 
motion. None  of  the  mass  advertis- 
ers— Procter  &  Gamble,  Coca-Cola — 
none  of  them  knows  what  to  do  about 
it.  We  are  privatizing  information  at  a 
great  rate,  and  this  is  the  prime  oppor- 
tunity for  the  information  processing 
industry.  @ 
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T  FIRST  GLANCE,  Vahak  Hovnanian,  a  homebuilding  tycoon  in  New  Jersey,  would 
seem  an  unlikely  sort  to  be  chasing  rainbows.  Yet  in  the  converging  realms  of  com- 
puters and  communications  that  we  call  the  telecosm,  rainbows  are  less  a  matter 
of  hue  and  weather  than  they  are  a  metapho/for  electromagnetism:  the  spectrum 
of  wavelengths  and  frequencies  used  to  build  businesses  in  the  Information  Age. 


An  Armenian  Christian  from  Iraq,  Hovnanian  ran  a 
business  building  high-quality  "affordable"  housing.  His 
first  coup  came  on  Labor  Day  in  1958  when,  together  with 
his  three  older  brothers,  he  bought  an  apparently  undesir- 
able property  near  the  waterfront  in  Tom's  River  for 
$20,000.  From  this  modest  beginning  has  arisen  not  only 
one  of  the  nation's  largest  homebuilding  enterprises  (divid- 
ed among  the  four  immigrant  brothers),  but  also  a  shatter- 
ing breakthrough  on  some  seemingly  bleak  frontiers  of  the 
electromagnetic  spectrum. 
Together  with  maverick 
inventor  Bernard  Bossard, 
Hovnanian  has  launched  a 
wireless  cellular  TV  business 
in  frequencies  once  thought 
usable  only  in  outer  space. 

Perhaps  the  reason  Hov- 
nanian feels  comfortable 
today  pioneering  on  the 
shores  of  the  telecosm 
that  some  35  years  ago 
he  was  an  engineer  at 
Philco  Semiconductor 
following  in  the  theoreti- 
cal steps  of  ATaT  Bell 
Laboratories 
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Wilham  Shockley.  Shockley 
led  the  team  that  plunged 
into  the  microcosm  of  sohd- 
state  physics  and  invented 
the  transistor.  At  the  heart 
of  all-digital  electronics,  this 
invention  still  reverberates 
through  the  world  economy 
and  imposes  its  centrifugal 
mles  of  enterprise. 

This  law  of  the  micro- 
cosm dictates  exponential 
rises  in  computer  efficiency 

as  transistors  become  smaller.  It  is  this  law  that  drives  the 
bulk  of  the  world's  computations  to  ever-cheaper 
machines  and  pushes  intelligence  from  the  center  to  the 
fringes  of  all  networks.  Today  the  microcosm  is  converg- 
ing with  the  telecosm  and  igniting  a  new  series  of  industri- 
al shocks  and  surprises. 


The  New  Rule 
of  Wireless" 


The  convergence  of  microcosm  and  telecosm  in  an  array 
of  multimedia  industries — from  personal  inteUigent  com- 
municators to  video  teleputers  to  digital  films  and  pubHsh- 
ing — is  now  the  driving  force  of  world  economic  growth. 
John  Sculley,  chairman  and  CEO  of  Apple  Computer,  has 
projected  that  by  2002  there  will  be  a  global  business  in 
multimedia  totaling  some  $3.5  triUion — close  to  the  size  of 
the  entire  U.S.  economy  in  the  early  1980s. 

This  new  world  of  computer  communications  will  break 

down  into  two  domains — 
the   fibersphere   and   the 
atmosphere.  The  fibersphere 
is  the  domain  of  all-optical 
networks,  with  both  com- 
munications power — band- 
width— and     error     rate 
improving  by  factors  in  the 
milhons.  In  "Into  the  Fiber- 
sphere"      (Forbes     ASAP, 
December  7,  1992),  we  saw 
that  the  potential  capac- 
ity for  communications 
in   the   fibersphere   is 
1,000  times  greater  than 
all  the  currently  used 
frequencies  in  the  air — 
and  so  radically  error-free 
that  it  mandates  an  entirely 
new     model     of     wired 
telecommunications.  Now 
we  will  discover  that  the 
atmosphere  will  offer  links 
as  mobile  and  ubiquitous  as 
human  beings  are.  It  thus 
will  force  the  creation  of  an 
entirely  new  model  of  wire- 
less networks. 

In  one  sense,  Sculley's 
$3.5  trillion  dream  can  be 
seen  as  the  pot  of  gold  at  the  end  of  Maxwell's  rainbow.  In 
1865,  in  a  visionary  coup  that  the  late  Richard  Feynman 
said  would  leave  the  American  Civil  War  of  the  same 
decade  as  a  mere  "parochial  footnote"  by  comparison,  Scot- 
tish physicist  James  Clerk  Maxwell  discovered  the  electro- 
magnetic spectrum.  Encompassing  nearly  all  the  technolo- 
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gies  imagined  by  Sculley,  Maxwell's  rainbow  reaches  from 
tlie  extremely  low  frequencies  (and  gigantic  wavelengths) 
used  to  communicate  with  submarines  all  the  way  through 
the  frequencies  used  in  radio,  television  and  cellular 
phones,  on  up  to  the  frequencies  of  infrared  used  in  TV 
remotes  and  fiber  optics,  and  beyond  that  to  visible  and 
ultraviolet  light  and  X-rays.  In  a  fabulous  feat  of  unification. 
Maxwell  reduced  the  entire  spectrum  to  just  four  equations 
in  vector  calculus.  He  showed  that  all  such  radiations  move 
at  the  speed  of  Hght — in  other  words,  the  wavelength  times 
the  frequency  equals  the  speed  of  light.  These  equations 
pulse  at  the  heart  of  the  information  economy  today. 

Virtually  all  electromagnetic 
radiation  can  bear  information,  and 
the  higher  the  frequencies,  the 
more  room  they  provide  for  bearing 
information.  As  a  practical  matter, 
however,  communications  engi- 
neers have  aimed  low,  thronging 
the  frequencies  at  the  bottom  of  the 
spectrum,  comprising  far  less  than 
one  percent  of  the  total  span. 

The  vast  expansion  of  wireless 
communications  forecast  by  Scul- 
ley, however,  will  require  the  use  of 
higher  frequencies  far  up  Maxwell's 
rainbow.  This  means  a  return  to  the 
insights  of  another  great  man  who 
walked  the  halls  of  Bell  Labs  in  the 
late  1940s  at  the  same  time  as 
future  Nobel  laureate  William 
Shockley,  and  who  left  the  world 
transformed  in  his  wake. 

In  1948,  the  same  year  that 
Shockley  invented  the  transistor. 


^  uch  an  explosion  of 
efficiency  radically 
limits  the  need  to 
waste  watts  in  order  to 
overcome  noise.  More 
communications 
power  comes  from  less 
electrical  power  Thus, 
Shannon  shows  the 
way  to  ScuUey's  vision. 


Claude  Shannon  invented  the  information  theory  that 
underhes  all  modem  communications.  At  first  encounter, 
information  theory  is  difficult  for  nonmathematicians,  but 
computer  and  telecom  executives  need  focus  on  only  a  few 
key  themes.  In  defining  how  much  information  can  be  sent 
down  a  noisy  channel,  Shannon  showed  that  engineers  can 
choose  between  narrowband  high-powered  solutions  and 
broadband  low-powered  solutions. 

FROM  Long  &  Strong  to  Wide  &  Weak 
Assuming  that  usable  bandwidth  is  scarce  and 
expensive,  most  wireless  engineers  have  strived 
to  economize  on  it.  Just  as  you  can  get  your  mes- 
sage through  in  a  crowded  room  by  talking  loud- 
er, you  can  overcome  a  noisy  channel  with  more 
powerful  signals.  Engineers  therefore  have  pursued  a  strate- 
gy of  long  and  strong:  long  wavelengths  and  powerful  trans- 
missions with  the  scarce  radio  frequencies  at  the  bottom  of 
the  spectrum. 

Economizing  on  spectrum,  scientists  created  mostly  ana- 


log systems  such  as  AM  radios  and  televisions.  Using  every 
point  on  the  wave  to  convey  information  and  using  high 
power  to  overcome  noise  and  extend  the  range  of  signals, 
the  long  and  strong  approach  seemed  hugely  more  efficient 
than  digital  systems  requiring  complex  manipulation  of 
long  strings  of  on-off  bits. 

Ironically,  hpwever,  the  long  and  strong  pohcy  of  econo- 
mizing oh  spectrum  led  to  using  it  all  up.  When  everyone 
talks  louder,  no  one  can  hear  very  weU.  Today,  the  favored 
regions  at  the  bottom  of  the  spectrum  are  so  full  of  spec- 
trum-hogging radios,  pagers,  phones,  television,  long-dis- 
tance, point-to-point,  aerospace  and  other  uses  that  heavy- 
breathing  experts  speak  of  running 
out  of  "air." 

Shannon's  theories  reveal  the 
way  out  of  this  problem.  In  a  coun- 
terintuitive and  initially  baffling 
redefinition  of  the  nature  of  noise 
in  a  communications  channel, 
Shannon  showed  that  a  flow  of  sig- 
nals conveys  information  only  to 
the  extent  that  it  provides  unex- 
pected data — only  to  the  extent 
that  it  adds  to  what  you  already 
know.  Another  name  for  a  stream 
of  unexpected  bits  is  noise.  Termed 
Gaussian,  or  white,  noise,  such  a 
transmission  resembles  random 
"white"  light,  which  cloaks  the 
entire  rainbow  of  colors  ui  a  bright 
blur.  Shannon  showed  that  the 
more  a  transmission  resembles  this 
form  of  noise,  the  more  informa- 
tion it  can  hold. 

Shannon's  alternative  to  long 


and  strong  is  wide  and  weak:  not  fighting  noise  with  elec- 
trical power  but  joining  it  with  noiselike  information,  not 
talking  louder  but  talking  softer  in  more  elaborate  codes 
using  more  bandwidth.  For  example,  in  transmitting  40 
megabits  per  second — the  requirement  for  truly  high-reso- 
lution images  and  sounds — Shannon  showed  some  45 
years  ago  that  using  more  bandwidth  can  lower  the  needed 
signal-to-noise  ratio  from  a  level  of  one  million  to  one  to  a 
ratio  of  30.6  to  one.  This  huge  gain  comes  merely  from 
increasing  the  bandwidth  of  the  signal  from  two  mega- 
hertz (millions  of  cycles  per  second)  to  eight  megahertz. 
That  means  a  33,000-fold  increase  in  communications 
efficiency  in  exchange  for  just  a  fourfold  increase  in  band- 
width. 

Such  an  explosion  of  efficiency  radically  hmits  the  need 
to  waste  watts  in  order  to  overcome  noise.  More  communi- 
cations power  comes  from  less  electrical  power.  Thus, 
Shannon  shows  the  way  to  fulfill  ScuUey's  vision  of  univer- 
sal low-powered  wireless  communications. 

This  vision  of  wide  and  weak  is  at  the  heart  of  the  most 
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promising  technologies  of  today,  from  the  advanced  digital 
teleputer  sets  of  American  HDTV  to  ubiquitous  mobile 
phones  and  computers  in  so-called  personal  cormnunica- 
tions  networks  (PCNs).  Shannon's  theories  of  the  telecosm 
provide  the  basic  science  behind  both  Sculley's  dream  and 
Hovnanian's  video  spectrum  breakthrough. 

Shannon's  vv^orld,  however,  is  not  nirvana,  and  there  is 
no  free  lunch.  Compensating  for  the  exponential  rise  in 
communications  power  is  an  exponential  rise  in  complexi- 
ty. Larger  bandwidths  mean  larger,  more  complex  codes  and 
exponentially  rising  burdens  of  computation  for  the  decod- 
ing and  error-correcting  of  messages.  In  previous  decades, 
handling  40  megabits  per  second 
was  simply  out  of  the  question 
with  existing  computer  technology. 
For  the  last  30  years,  this  electronic 
bottleneck  has  blocked  the  vistas  of 
efficient  communication  opened  by 
Shannon's  research. 

In  the  1990s,  however,  the  prob- 
lem of  soaring  complexity  has  met 
its  match — and  then  some — in 
exponential  gains  of  computer  effi- 
ciency. Not  only  has  the  cost-effec- 
tiveness of  microchip  technology 
been  doubling  every  18  months 
but  the  pace  of  advance  has  been 
accelerating  into  the  1990s.  More- 
over, the  chips  central  to  digital 
communications — error  correc- 
tion, compression,  coding  and 
decoding — are  digital  signal  proces- 
sors. As  we  have  seen,  the  cost- 
effectiveness  of  DSPs  has  been 
increasing — in  miUions  of  comput- 
er instructions  per  second  (MIPS)  per  dollar — some  tenfold 
every  two  years. 

This  wild  rush  in  DSPs  will  eventually  converge  with  the 
precipitous  plunge  in  price-performance  ratios  of  general- 
purpose  microprocessors.  Led  by  SiHcon  Graphics'  impend- 
ing new  TFP  Cray  supercomputer  on  a  chip.  Digital  Equip- 
ment's Alpha  AXP  device  and  Hewlett  Packard's  Precision 
Architecture  7100,  micros  are  moving  beyond  100-mega- 
hertz  clocks-rates.  They  are  shifting  from  a  '■egime  of  pro- 
cessing 32-bit  words  at  a  time  to  a  regime  of  processing  64- 
bit  words.  This  expands  the  total  addressable  memory  by  a 
factor  of  four  bilhon.  Together  with  increasing  use  of  mas- 
sively parallel  DSP  architectures,  these  gains  will  keep  com- 
puters well  ahead  of  the  complexity  problem  in  broadband 
communications. 

What  this  hieans  is  that  while  complexity  rises  exponen- 
tially with  bandwidth,  computer  efficiencies  are  rising  even 
faster.  The  result  is  to  open  new  vistas  of  spectrum  in  the 
atmosphere  as  dramatic  as  the  gains  of  spectrum  so  far 
achieved  in  the  fibersphere. 


'    ii  delivery  of 
^cable  television 
programming  had  long 
seemed  unpromising. 
Not  only  was  there  too 
little  spectrum  avail- 
able to  compete  with 
cable,  but  what  spec- 
trum there  was,  was 
guarded  by  the  FCC. 


ATTACKING  Through  the  Air 
Hovnanian's  campaign  into  the  spectrum 
began  when  a  cable  company  announced 
one  day  in  1985  that  under  the  Cable  Act  of 
1984  and  franchise  rights  granted  by  local 
governments,  it  had  the  right  to  wire  one  of 
his  housing  developments  then  under  construction.  Until 
that  day,  Hovnanian's  own  company  could  package  cable 
with  his  homes  through  what  are  called  sateUite  master 
antenna  TV  systems.  In  essence,  each  Hovnanian  develop- 
ment had  its  own  cable  head  end  where  programs  are  col- 
lected and  sent  out  to  subscribers. 

When  the  cable  company,  now 
Monmouth  Cable  Vision,  went  to 
court  and  its  claim  was  upheld  by  a 
judge,  Hovnanian  sought  alterna- 
tives. First  he  flirted  with  the  idea 
of  having  the  phone  company  deUv- 
er  compressed  video  to  his  homes. 
In  1986,  in  the  era  before  FCC  Com- 
missioner Alfred  Sikes,  that  was 
both  illegal  and  impractical.  Then 
he  met  Bernard  Bossard  and  decided 
to  attack  through  the  air.  An  early 
pioneer  in  microchips  who  had 
launched  a  semiconductor  firm  and 
eventually  sold  it  to  M/A  COM, 
Bossard  was  familiar  with  both  the 
soaring  power  of  computers  and  the 
murky  problems  of  broadband 
noise  that  have  long  restricted  the 
air  to  a  small  number  of  broadcast 
AM  TV  stations. 

Air  dehvery  of  cable  television 
programming  had  long  seemed 
unpromising.  Not  only  was  there  too  little  spectrum  available 
to  compete  with  cable,  but  what  spectrum  there  was,  was 
guarded  by  the  FCC  and  state  public  utilities  commissions. 

Nonetheless,  in  the  early  1990s  "wireless  cable"  did 
become  a  niche  market,  led  by  Microband  Wireless  Cable 
and  rivals  and  imitators  across  the  land.  Using  fragments 
of  a  frequency  band  between  2.5  and  2.7  gigahertz  (billions 
of  cycles  per  second),  Microband,  after  some  financial  tur- 
moil, now  profitably  broadcasts  some  .6  channels  to 
35,000  New  York  City  homes  in  line  of  sight  from  the  top 
of  the  Empire  State  Building.  As  long  as  they  are  restricted 
to  a  possible  maximum  of  200  megahertz  and  use  AM, 
however,  wireless  firms  will  not  long  be  able  to  compete 
with  the  cable  industry.  Cable  companies  offer  an 
installed  base  of  potential  gigahertz  connections  and  near 
universal  coverage. 

Having  spent  much  of  his  life  working  with  microwaves 
for  satellites  and  the  mihtary,  Bossard  had  a  better  idea.  He 
claimed  he  could  move  up  the  spectrum  and  pioneer  on 
frontiers  of  frequency  between  27.5  and  29.5  gigahertz,  pre- 
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viouslv  used  chiefly  in  outer  space.  That  would  mean  he 
could  command  in  the  air  some  half  a  miUion  times  the 
corrnv,.niications  power,  or  handwidth,  of  typical  copper 
telephone  hnks,  some  ten  times  the  bandwidth  of  existing 
wireless  cable,  some  four  times  the  bandwidth  of  the  aver- 
age cable  industry  coaxial  connection,  and  twice  the  band- 
width of  the  most  advanced  cable  systems. 

The  conventional  wisdom  was  that  these  microwaves 
(above  about  12  gigahertz)  are  useless  for  anything  but 
point-to-point  transmissions  and  are  doubtful  even  for 
these.  For  radio  communication,  the  prevailing  folklore 
preferred  frequencies  that  are  cheap  to  transmit  long  dis- 
tances and  that  can  penetrate 
buildings  and  tuimels,  bounce  off 
the  ionosphere  or  scuttle  across 
continents  along  the  surface  of  the 
earth.  The  higher  the  frequency, 
the  less  it  can  perform  these  feats 
essential  to  aU  broadcasting — and 
the  less  it  can  be  sent  long  dis- 
tances at  all. 

Moreover,  it  was  beheved,  these 
milhmeter-sized  microwaves  not 
only  would  fail  to  penetrate  struc- 
tures and  other  obstacles  but 
would  reflect  off  them  and  off  par- 
ticles in  the  air  in  a  way  that 
would  cause  hopeless  mazes  of 
multipath.  Multipath  would  be 
translated  into  several  images,  i.e., 
ghosts,  on  the  screen. 

Finally,  there  was  the  real 
show-stopper.  Everyone  knew  that 
these  frequencies  are  microwaves. 
The  key  property  of  microwaves, 
as  demonstrated  in  the  now  ubiquitous  ovens,  is  absorp- 
tion by  water.  Microwaves  cook  by  exciting  water  mole- 
cules to  a  boil.  Microwave  towers  are  said  to  kill  birds  by 
irradiating  their  fluids.  Microwave  radar  systems  won't 
work  in  the  rain.  Mention  microwaves  as  a  possible  solu- 
tion to  the  spectrum  shortage,  and  everyone — from  editors 
at  Forbes  to  gurus  at  Microsoft,  from  cable  executives  to 
BeU  Labs  researchers — laughs  and  tells  you  about  the  mois- 
ture problem. 

So  it  was  no  surprise  that  when  in  1986  Bossard  went  to 
M/A  COM  and  other  companies  and  financiers  with  his  idea 
of  TV  broadcasting  at  28  gigahertz,  he  was  turned  down  flat. 
Amid  much  talk  of  potential  "violations  of  the  laws  of 
physics,"  jokes  about  broiling  pigeons  and  warnings  of  hke- 
ly  resistance  from  the  FCC,  he  was  spimied  by  all.  In  fair- 
ness to  his  detractors,  Bossard  had  no  hcense,  patent  or  pro- 
totype at  the  time.  But  these  holes  m  his  plan  did  not  deter 
Vahak  Hovnanian  and  his  son  Shant  from  investing  many 
miUions  of  dollars  in  the  project.  It  could  be  the  best  invest- 
ment the  Hovnanian  tycoons  ever  made. 
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NEW  Rule  of  Radio 
For  35  years,  the  wireless  communications , 
industry  has  been  inching  up  the  spectrum, 
shifting  slowly  from  long  and  strong  wave- 
lengths toward  wide  and  weak  bands  of 
shorter  wavelengths.  Mobile  phone  ser- 
vices have  moved  from  the  1950s  radio  systems  using  low 
FM  frequencies  near  100  megahertz,  to  the  1960s  spectrum 
band  of  450  megahertz,  to  the  current  cellular  band  of  900 
megahertz  accommodating  more  than  10  million  cellular 
subscribers  in  the  U.S. 

During  the  1990s,  this  trend  will  accelerate  sharply. 
Accommodating  hundreds  of  mil- 
lions of  users  around  the  world,  cel- 
lular communications  wdll  tum  dig- 
ital, leap  up  the  spectrum  and  even 
move  into  video.  Sharmon's  laws 
show  that  this  will  impel  vast 
increases  in  the  cost-effectiveness 
of  communications. 

In  general,  the  new  rule  of  radio 
is  the  shorter  the  transmission 
path,  the  better  the  system.  Like 
transistors  on  semiconductor  chips, 
transmitters  are  more  efficient  the 
more  closely  they  are  packed 
together.  As  Peter  Huber  writes  in 
his  masterly  new  book.  The  Geo- 
desic Network  2,  the  new  regime 
favors  "geodesic  networks,"  with 
radios  intimately  linked  in  tiny 
microcells.  As  in  the  law  of  the 
microcosm,  the  less  the  space,  the 
more  the  room. 

This  rule  timis  the  conventional 
wisdom  of  microwaves  upside  down.  For  example,  it  is  tme 
that  microwaves  don't  travel  far  in  the  atmosphere.  You 
don't  want  to  use  them  to  transmit  50,000  watts  of  Rush 
Limbaugh  over  10  midwestem  states,  but  to  accommodate 
200  million  two-way  communicators  will  require  small 
cells;  you  don't  want  the  waves  to  travel  far.  It  is  tme  that 
microv/aves  will  not  penetrate  most  buildings  and  other 
obstacles,  but  with  lots  of  small  cells,  you  don't  want  the 
waves  to  penetrate  walls  to  adjacent  offices. 

Microwaves  require  high-power  systems  to  transmit,  but 
only  if  you  want  to  send  them  long  distances.  Wattage  at  the 
receiver  drops  off  in  proportion  to  the  fourth  power  of  the 
distance  from  the  transmitter.  Reducing  cell  sizes  as  you 
move  up  the  spectmm  lowers  power  needs  far  more  than 
higher  frequencies  increase  them.  Just  as  important,  mobile 
systems  must  be  small  and  light.  The  higher  the  frequency, 
the  smaller  the  antenna  and  the  Ughter  the  system  can  be. 

All  this  high-frequency  gear  once  was  prohibitively 
expensive.  Any  functions  over  two  gigahertz  require  galli- 
um arsenide  chips,  which  are  complex  and  costly.  Yet  the 
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cost  of  gallium  arsenide  devices  is  dropping  every  day  as 
their  market  expands.  Meanwhile,  laboratory  teams  are 
now  tweaking  microwaves  out  of  silicon.  In  the  world  of 
electronics — ^where  prices  drop  by  a  third  with  every  dou- 
bling of  accumulated  sales — any  ubiquitous  product  will 
soon  be  cheap. 

The  law  of  the  telecosm  dictates  that  the  higher  the  fre- 
quency, the  shorter  the  wavelength,  the  wider  the  band- 
width, the  smaller  the  antenna,  the  slimmer  the  cell  and 
ultimately,  the  cheaper  and  better  the  communication. 
The  working  of  this  law  will  render  obsolete  the  entire  idea 
of  scarce  spectrum  and  launch  an  era  of  advances  in 
telecommunications  comparable  to 
the  recent  gains  in  computing. 
Transforming  the  computer  and 
phone  industries,  the  converging 
spirits  of  Maxwell,  Shannon  and 
Shockley  even  pose  a  serious  chal- 
lenge to  the  current  revolutionaries 
in  cellular  telephony. 
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THE  New  PC 
Revolution:  PCN 
Many  observers  her- 
ald the  huge  coming 
impact  of  wireless  on 
the  computer  indus- 
try, and  they  are  right.  But  this 
impact  will  be  dwarfed  by  the 
impact  of  computers  on  wireless. 

In  personal  communications 
networks  (PCN),  the  cellular  indus- 
try today  is  about  to  experience  its 
own  personal  computer  revolution. 
Just  as  the  personal  computer  led  to 
systems  thousands  of  times  more  efficient  in  MIPS  per  dol- 
lar than  the  mainframes  and  minicomputers  that  preceded 
it,  PCNs  will  bring  an  exponential  plunge  of  costs.  These 
networks  will  be  based  on  microcells  often  measured  in 
hundreds  of  meters  rather  than  in  tens  of  miles  and  will 
interlink  smart  digital  appHances,  draining  power  in  milh- 
watts  rather  than  dumb  phones  using  watts.  When  the 
convulsion  ends  later  this  decade,  this  new  digital  cellular 
phone  wil\- stand  as  the  world's  most  pervasive  PC.  As 
mobile  as  a  watch  and  as  personal  as  a  wallet,  these  PICOs 
will  recognize  speech,  navigate  streets,  take  notes,  keep 
schedules,  coUect  mail,  manage  money,  open  the  door  and 
start  the  car,  among  other  computer  functions  we  cannot 
imagine  today. 

Like  the  computer  estabhshment  before  it,  current  cellu- 
lar providers  bften  seem  unprepared  for  this  next  computer 
revolution.  They  still  Hve  in  a  world  of  long  and  strong — 
high-powered  systems  at  relatively  low  frequencies  and 
with  short-hved  batteries — ^rather  than  in  a  PCN  world  of 
low-power  systems  at  microwave  frequencies  and  with  bat- 
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teries  that  last  for  days. 

Ready  or  not,  though,  the  revolution  will  happen  any- 
way, and  it  wiU  transform  the  landscape  over  the  next  five 
years.  We  can  guess  the  pattem  by  considering  the  prece- 
dents. In  computers,  the  revolution  took  10  years.  It  began 
in  1977  when  large  centralized  systems  with  attached 
dumb  terminals  commanded  nearly  100  percent  of  the 
world's  computer  power  and  ended  in  1987  with  such  large 
systems  commanding  less  than  one  percent  of  the  world's 
computer  power.  The  pace  of  progress  in  digital  electronics 
has  accelerated  sharply  since  the  early  1980s.  Remember 
yesterday,  when  digital  signal  processing  (DSP) — the  use  of 

specialized  computers  to  convert, 
compress,  shape  and  shuffle  digital 
signals  in  real  time — constituted 
an  exorbitant  milhon-dollar  obsta- 
cle to  all-digital  communications? 
Many  current  attitudes  toward 
wireless  stem  from  that  time, 
which  was  some  five  years  ago. 
Today,  digital  signal  processors  are 
the  fastest-moving  technology  in 
all  computing.  Made  on  single 
chips  or  multichip  modules,  DSPs 
are  increasing  their  cost-effective- 
ness tenfold  every  two  years.  As 
radio  pioneer  Donald  Steinbrecher 
says,  "That  changes  wireless  from 
a  radio  business  to  a  computer 
business." 

Thus,  we  can  expect  the  cellular 
telephone  estabhshment  to  reach  a 
crisis  more  quickly  than  the  main- 
frame establishment  did.  The 
existing  cellular  infrastructure  will 
persist  for  vehicular  use. 

As  the  intelhgence  in  networks  migrates  to  microcells, 
the  networks  themselves  must  become  dumb.  A  complex 
network,  loaded  up  with  miUions  of  lines  of  software  code, 
cannot  keep  up  with  the  efflorescent  diversity  and  creativi- 
ty among  ever  more  inteUigent  digital  devices  on  its  periph- 
ery. This  rule  is  true  for  the  broadband  wire  hnks  of  fiber 
optics,  as  inteUigent  switching  systems  give  way  to  passive 
all-optical  networks.  It  is  also  true  of  cellular  systems. 

Nick  Kauser,  McCaw  Cellular  Conmiunications'  execu- 
tive vice-president  and  chief  of  technology,  faced  this  prob- 
lem early  in  1991  when  the  company  decided  to  create  a 
North  American  Cellular  Network  for  transparent  roaming 
throughout  the  regions  of  Cellular  One.  "The  manufactur- 
ers always  want  to  sell  switches  that  do  more  and  more.  But 
complex  switches  take  so  long  to  program  that  you  end  up 
doing  less  and  less,"  says  Wayne  Perry,  McCaw  vice-chair- 
man. Each  time  Kauser  tried  to  change  software  code  in  one 
of  McCaw's  Ericsson  switches,  it  might  have  taken  six 
months.  Each  time  he  wanted  to  add  customer  names 
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above  a  64,000  limit,  Ericsson  tried  to  persuade  him  to  buy 
a  new  switch.  The  Ericsson  switches,  commented  one 
McCiw  engineer,  offer  a  huge  engine  but  a  tiny  gas  tank. 
The  problem  is  not  pecuHar  to  Ericsson,  however;  it  is  basic 
to  the  very  idea  of  complex  switch-based  services  on  any 
suppHer's  equipment. 

When  McCaw  voiced  frustration,  one  of  the  regional 
Bell  operating  companies  offered  to  take  over  the  entire 
problem  at  a  cost  of  some  $200  miUion.  Instead,  Kauser 
created  a  Signaling  System  7  (SS-7)  network  plus  an  inteUi- 
gent  database  on  four  Tandem  fault-tolerant  computers,  for 
some  $15  miUion.  Kauser  maintains  that  the  current  ser- 
vices offered  by  North  American  Cellular  could  not  be 
duphcated  for  10  times  that  amount,  if  at  all,  in  a  switch- 
based  system.  Creating  a  dumb  network  and  off-loading 
the  inteUigence  on  computer  servers  saved  McCaw  hun- 
dreds of  milhons  of  dollars. 

The  law  of  the  microcosm  is  a  centrifuge,  inexorably 
pushing  inteUigence  to  the  edges  of  networks.  Telecom 
equipment  supphers  can  no  more  trap  it  in  the  central 
sv^tch  than  IBM  could  monopolize  it  in  mainframes. 

Kauser  should  recognize  that  this  rule  appHes  to  McCaw 
no  less  than  to  Ericsson.  His  large  standardized  systems 
with  30-mile  cells  and  relatively  dumb,  high-powered 
phones  resemble  big  proprietary  mainframe  networks.  In 
the  computer  industry,  these  standardized  architectures 
gave  way  to  a  mad  proliferation  of  diverse  personal  comput- 


er nets  restricted  to  small  areas  and  interlinked  by  hubs  and 
routers.  The  same  pattern  will  develop  in  cellular. 

GOULD  'Charles'  Upend  McCaw? 
Together  with  GTE  and  the  regional  Bell  oper- 
ating company  cellular  divisions,  McCaw  is 
now  in  the  position  of  DEC  in  1977.  With  its 
new  ally,  AT&T,  McCaw  is  briUiantly  attack- 
ing the  mainframe  estabHshment  of  the  wdre- 
line  phone  companies.  But  the  mainframe  estabhshment  of 
wires  is  not  McCaw's  real  competition.  Not  stopping  at 
central  switches,  the  law  of  the  microcosm  is  about  to  sub- 
vert the  foundations  of  conventional  cellular  technology  as 
well.  Unless  McCaw  and  the  other  cellular  providers  come 
to  terms  with  the  new  PC  networks  that  go  by  the  name  of 
PCNs,  they  will  soon  suffer  the  fate  of  the  minicomputer 
firms  of  the  last  decade.  McCaw  could  well  be  upended  by 
its  founder's  original  vision  of  his  company — a  PICO  he 
called  "Charles." 

Just  as  in  the  computer  industry  in  the  late  1970s,  the 
fight  for  the  future  is  already  under  way.  Comphcating  the 
confhct  is  the  influence  of  European  and  Japanese  forces 
protecting  the  past  in  the  name  of  progress.  Under  pressure 
from  EEC  industrial  politicians  working  with  the  guidance 
of  engineers  from  Ericsson,  the  Europeans  have  adopted  a 
new  digital  cellular  system  called  Croupe  Speciale  Mobile 
(GSM)  after  the  commission  that  conceived  it.  GSM  is  a  very 
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conservative  digital  system  that  multiplies  the  number  of 
users  in  each  cellular  channel  by  a  factor  of  three. 

GSM  uses  an  access  method  called  time-division  multi- 
ple access  (TDMA).  Suggestive  of  the  time-sharing  methods 
used  by  minicomputers  and  mainframes  to  accommodate 
large  numbers  of  users  on  centralized  computers,  TDMA 
stems  from  the  time-division  multiplexing  employed  by 
phone  companies  around  the  world  to  put  more  than  one 
phone  call  on  each  digital  line.  Thus,  both  the  telephone 
and  the  computer  establishments  are  comfortable  with 
time  division. 

Under  pressure  from  European  firms  eager  to  sell  equip- 
ment in  America,  the  U.S.  Telephone  Industry  Association 
two  years  ago  adopted  a  TDMA  standard  similar  to  the  Euro- 
pean GSM.  Rather  than  creating  a  wholly  new  system 
exploiting  the  distributed  powers  of  the  computer  revolu- 
tion, the  TIA  favored  a  TDMA  overlay  on  the  existing  analog 
infrastructure.  Under  the  influence  of  Ericsson,  McCaw  and 
some  of  the  RBOCs  took  the  TDMA  bait. 

Thus,  it  was  in  the  name  of  competitiveness  and  tech- 
nological progress,  and  of  keeping  up  with  the  Europeans 
and  Japanese,  that  the  U.S.  moved  to  embrace  an  obsoles- 
cent cellular  system.  It  made  no  difference  that  the  Euro- 
peans and  Japanese  were  technologically  well  in  our  wake. 
Just  as  in  the  earher  case  of  analog  HDTV,  however,  the 
entrepreneurial  creativity  of  the  U.S.  digital  electronics 
industry  is  launching  an  array  of  compelling  alternatives 


just  in  time. 

Infusing  cellular  telephony  with  the  full  powers  of  wide 
and  weak — combining  Shannon's  vision  with  computer 
advances — ^are  two  groups  of  engineers  from  MIT  who  spun 
out  to  launch  new  companies.  Qualcomm  Inc.  of  San  Diego 
is  led  by  former  professor  Irwin  Jacobs  and  telecom  pioneer 
Andrew  Viterbi.  A  Shannon  disciple  whose  eponymous 
algorithm  is  widely  used  in  digital  wire-line  telephony, 
Viterbi  now  is  leading  an  effort  to  transform  digital  wireless 
telephony.  The  other  firm,  Steinbrecher  Corp.,  of  Wobum, 
Mass.,  is  led  by  an  inventor  from  the  MTT  Radio  Astronomy 
Lab  named  Donald  Steinbrecher. 

Like  Bemie  Bossard  and  Vahak  Hovnanian,  the  leaders  of 
Qualcomm  and  Steinbrecher  received  the  ultimate  accolade 
for  an  innovator:  They  were  all  told  their  breakthroughs 
were  impossible.  Indeed,  the  leaders  at  Qualcomm  were 
still  contending  that  Steinbrecher's  system  would  not  work 
just  weeks  ago  when  PacTel  pushed  the  two  firms  together. 
Now  they  provide  the  foundations  for  a  radical  new  regime 
in  distributed  wireless  computer  telephony. 


IGNALS  IN  PSEUDONOISE 

Ten  years  ago  at  Linkabit,  the  current  leaders  of 
Qualcomm  conceived  and  patented  the  TDMA 
technology  adopted  as  the  U.S.  standard  by  the 
Telephone  Industry  Association.  Like  analog 
HDTV,  it  was  a  powerful  advance  for  its  time.  But 
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everx  tlien,  Viterbi  and  Jacobs  were  experimenting  with  a 
Shannonesque  technology. 

A  classic  example  of  the  efficacy  of  wide  and  weak, 
CD-MA  exploits  the  resemblance  between  noise  and  infor- 
mation. The  system  began  in  the  mihtary  as  an  effort  to 
avoid  jamming  or  air- tapping  of  combat  messages.  Qual- 
comm  brings  CDMA  to  the  challenge  of  communications 
on  the  battlefronts  of  big-city  cellular. 

Rather  than  compressing  each  call  into  between  three 
and  10  tiny  TDMA  time  slots  in  a  30-kilohertz  cellular 
charmel,  Qualcomm's  CDMA  spreads  a  signal  across  a  com- 
paratively huge  1.25-megahertz  swath  of  the  cellular  spec- 
trum. This  allows  many  users  to 
share  the  same  spectrum  space  at 
one  time.  Each  phone  is  pro- 
grammed with  a  specific 
pseudonoise  code,  which  is  used  to 
stretch  a  low-powered  signal  over  a 
wide  frequency  band.  The  base  sta- 
tion uses  the  same  code  in  inverted 
form  to  "despread"  and  reconsti- 
tute the  original  signal.  All  other 
codes  remain  spread  out,  indistin- 
guishable from  background  noise. 

Jacobs  compares  TDMA  and 
CDMA  to  different  strategies  of 
communication  at  a  cocktail  party. 
In  the  TDMA  analogy,  each  person 
would  restrict  his  or  her  talk  to  a 
specific  time  slot  while  everyone 
else  remains  silent.  This  system 
would  work  well  as  long  as  the 
party  was  managed  by  a  dictator 
who  controlled  all  conversations  by 
complex  rules  and  a  rigid  clock.  In 
CDMA,  on  the  other  hand,  everyone  can  talk  at  once  but  in 
different  languages.  Each  person  hstens  for  messages  in  his 
or  her  own  language  or  code  and  ignores  all  other  sounds  as 
background  noise.  Although  this  system  allows  each  person 
to  speak  freely,  it  requires  constant  control  of  the  volume  of 
the  speakers.  A  speaker  who  begins  yelling  can  drown  out 
surrounding  messages  and  drastically  reduce  the  total  num- 
ber of  conversations  that  can  be  sustained. 

For  years,  this  problem  of  the  stentorian  guest  crippled 
CDMA  as  a  method  of  increasing  the  capacity  of  cellular 
systems.  Spread  spectrum  had  many  mihtary  uses  because 
its  unlocalized  signal  and  cryptic  codes  made  it  very  diffi- 
cult to  jam  or  overhear.  In  a  cellular  environment,  however, 
where  cars  continually  move  in  and  out  from  behind 
tmcks,  buildings  and  other  obstacles,  causing  huge  varia- 
tions in  power,  CDMA  systems  would  be  regularly 
swamped  by  stentorian  guests.  Similarly,  nearby  cars  would 
tend  to  dominate  faraway  vehicles.  This  was  termed  the 
near-far  problem.  When  you  compound  this  challenge  with 
a  static  of  multipath  signals  causing  hundreds  of  1 0,000- to- 1 
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gyrations  in  power  for  every  foot  traveled  by  the  mobili 
unit — so-called  Rayleigh  interference  pits  and  spikes — ^you 
can  comprehend  the  general  incredulity  toward  CDMA 
among  cellular  cognoscenti.  Indeed,  as  recently  as  1991, 
leading  experts  at  Bell  Labs,  Stanford  University  and  Bell- 
core confidently  told  me  the  problem  was  a  show-stopper,-  it 
could  not  be  overcome. 

Radio  experts,  however,  underestimate  the  power  of 
the  microcosm.  Using  digital  signal  processing,  error  cor 
rection  and  other  microcosmic  tools,  wattage  spikes  and 
pits  100  times  a  second  can  be  regulated  by  electronic  cir 
cuitry  that  adjusts  the  power  at  a  rate  of  more  than  800 
times  a  second. 

To  achieve  this  result,  Qual- 
comm  uses  two  layers  of  controls. 
First  is  a  relatively  crude  top  layer 
that  employs  the  automatic  gain 
control  device  on  handsets  to  con- 
stantly adjust  the  power  sent  by  the 
handset  to  the  level  of  power 
received  by  it  from  the  base  station. 
This  rough  adjustment  does  not 
come  near  to  solving  the  problem, 
but  it  brings  a  solution  into  reach 
by  using  more  complex  and  refined 
techniques. 

In  the  second  power-control 
step,  the  base  station  measures  the 
handset's  signal-to-noise  and  bit- 
error  ratios  once  every  1.25  mil- 
liseconds (800  times  a  second). 
Depending  on  whether  these  ratios 
are  above  or  below  a  constantly 
recomputed  threshold,  the  base  sta- 
tion sends  a  positive  or  negative 


pulse,  either  raising  or  lowering  the  power  some  25  percent. 

DYNAMIC  Cells 
Passing  elaborate  field  tests  with  flying  col- 
ors, this  power-control  mechanism  has  the 
further  effect  of  dynamically  changing  the 
size  of  cells.  In  a  congested  cell,  the  power  of 
all  phones  rises  to  overcome  mutual  inter- 
ference. On  the  margin,  these  high-powered  transmissions 
overflow  into  neighboring  cells  where  they  may  be  picked 
up  by  adjacent  base  station  equipment.  In  a  quiet  cell, 
power  is  so  low  that  the  cell  effectively  shrinks,  transmit- 
ting no  interference  at  all  to  neighboring  cells  and  improv- 
ing their  performance.  This  kind  of  dynamic  adjustment  of 
cell  sizes  is  impossible  in  a  TDMA  system,  where  adjacent 
cells  use  completely  different  frequencies  and  fringe  hand- 
sets may  begin  to  chirp  like  Elmer  Fudd. 

Once  the  stentorian  voice  could  be  instantly  abated, 
power  control  changed  from  a  crippling  weakness  of  CDMA 
into  a  commanding  asset.  Power  usage  is  a  major  obstacle 
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to  the  PCN  future.  All  mai-ket  tests  show  that  either  heavy 
or  sh(^;rt-lived  batteries  greatly  reduce  the  attractiveness  of 
tJ'ie  system.  Because  the  Qualcomm  feedback  system  keeps 
power  always  at  the  lowest  feasible  level,  batteries  in 
CDMA  phones  actually  are  lasting  far  longer  than  in  TDMA 
phones.  CDMA  phones  transmit  at  an  average  of  two  miUi- 
watts,  compared  with  600  milhwatts  and  higher  for  most 
other  cellular  systems. 

A  further  advantage  of  wide  and  weak  comes  in  handling 
multipath  signals,  which  bounce  off  obstacles  and  arrive  at 
different  times  at  the  receiver.  Multipath  just  adds  to  the 
accuracy  of  CDMA.  The  Qualcomm  system  combines  the 
three  strongest  signals  into  one. 
Called  a  rake  receiver  and  co- 
invented  by  Paul  Green,  currently 
at  IBM  and  author  of  Fiber  Optic 
Networks  (Prentice  Hall,  1992),  this 
combining  fimction  works  even  on 
signals  from  different  cells  and  thus 
facihtates  hand-offs.  In  TDMA,  sig- 
nals arriving  at  the  wrong  time  are 
pure  interference  in  someone  else's 
time  slot;  in  CDMA,  they  strength- 
en the  message. 

Finally,  CDMA  allows  simple 
and  soft  hand-offs.  Because  all  the 
phones  are  using  the  same  spec- 
trum space,  moving  from  one  cell 
to  another  is  easy.  CDMA  avoids  all 
the  frequency  juggling  of  TDMA 
systems  as  they  shuffle  calls  among 
cells  and  time  slots.  As  the  era  of 
PCN  microcells  approaches,  this 
advantage  will  become  increasingly 
crucial.  Cellular  systems  that  spimi 
Qualcomm  today  may  find  themselves  in  a  quagmire  of 
TDMA  microcells  tomorrow.  Together,  all  the  gains  from 
CDMA  bring  about  a  tenfold  increase  over  current  analog 
capacity.  In  wireless  telephony  above  all,  wide  and  weak 
will  prevail. 

Like  any  obsolescent  scheme  challenged  by  a  real  inno- 
vation— and  like  minicomputers  and  mainframes  chal- 
lenged by  the  PC — TDMA  is  being  sharply  improved  by  its 
proponents.  The  inheritors  of  the  Linkabit  TDMA  patents  at 
Hughes  and  International  Mobile  Machines  Corp.  (IMMC) 
have  introduced  extended  TDMA,  claiming  a  19-fold 
advance  over  current  analog  capacity.  Showing  a  conven- 
tional cellular  outlook,  however,  E-TDMA  fatally  adopts  the 
idea  of  increasing  capacity  by  lowering  speech  quality.  This 
moves  in  exactly  the  wrong  direction.  PCN  will  not  tri- 
umph through  compromises  based  on  a  scarce-spectrum 
mentality.  PCN  will  multiply  bandwidth  to  make  the 
acoustics  of  digital  cellular  even  better  than  the  acoustics  of 
wire-line  phones,  just  as  the  acoustics  of  digital  CDs  far 
excel  the  acoustics  of  analog  records. 
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Riding  the  microcosmic  gains  of  digital  signal  process- 
ing, CDMA  inherently  offers  greater  room  for  improve- 
ment than  TDMA  does.  Bringing  the  computer  revolution 
to  cellular  telephony,  CDMA  at  its  essence  replaces  fre- 
quency shuffling  with  digital  intelligence.  Supplanting  the 
multiple  radios  of  TDMA — each  with  a  fixed  frequency — 
are  digit^l-sigfial-processing  chips  that  find  a  particular 
message  across  a  wide  spectrum  swath  captured  by  one 
broadband  radio. 

With  the  advance  in  digital  electronics,  the  advantage  of 
CDMA  continually  increases.  As  the  most  compute-inten- 
sive system,  CDMA  gains  most  from  the  onrushing  increas- 
es in  the  cost-effectiveness  of  semi- 
conductor electronics.  Qualcomm 
recently  announced  that  it  has 
reduced  all  the  digital  signal  pro- 
cessing for  CDMA  into  one  appHca- 
tion-specific  chip. 

For  all  the  indispensable 
advances  of  CDMA,  however, 
Qualcomm  cannot  prevail  alone. 
It  briUiantly  executes  the  move  to 
digital  codes,  but  proprietary 
mainframe  computer  networks 
are  digital,  too.  As  presently  con- 
ceived, CDMA  still  aspires  to  be  a 
cellular  standard  using  the  same 
mainframe  architecture  of  mobile 
telephone  switching  offices  that 
now  serve  the  analog  cellular  sys- 
tem. In  itself  the  Qualcomm  solu- 
tion does  little  to  move  cellular 
toward  the  ever  cheaper,  smaller 
and  more  open  architectures  that 
now  dominate  network  comput- 


ing and  will  shape  PCN. 

HEARING  Feathers  Crash 
Amid  Heavy  Metal 
Consummating  the  PCN  revolution — with 
its  millions  of  microcells  around  the  globe 
and  its  myriad  digital  devices  and  frequen- 
cies— will  require  a  fundamental  break- 
through in  cellular  radio  technology.  In  the  new  Steinbrech- 
er  minicell  introduced  early  this  month  at  the  Cellular 
Telephone  Industry  Association  show,  that  breakthrough  is 
at  hand.  The  first  tme  PC  server  for  PCN,  this  small  box 
ultimately  costing  a  few  thousand  dollars  will  both  replace 
and  far  outperform  a  1,000-square-foot  base  station  costing 
more  than  a  million  dollars. 

Once  again,  in  an  entrepreneurial  economy,  cmcial  inno- 
vations come  as  an  utter  surprise  to  all  the  experts  in  the 
field.  Donald  Steinbrecher  began  in  the  Radio  Astronomy 
Lab  at  MIT  in  the  1960s  and  early  1970S;  creating  receivers 
that  could  resolve  a  random  cosmic  ray  among  a  mass  of 
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electromagnetic  noise.  This  required  radios  with  huge 
dynamic  range — ^radios  that  could  hear  a  feather  drop  at  a 
heavy  metal  rock  concert.  He  and  his  students  solved  this 
intractable  problem  by  creating  unique  high-performance 
receivers  and  frequency  "mixers."  These  could  process  huge 
spans  of  spectrum  with  immense  variations  of  power  and 
translate  them  without  loss  into  intermediate  frequencies. 
Then,  computer  systems  convert  the  signals  from  analog  to 
digital  and  analyze  them  with  digital  signal  processors. 

Moving  out  to  begin  his  own  company  in  1973,  Stein- 
brecher  and  his  colleagues  made  several  inventions  in  the 
fields  of  radar  and  digital  signal  analysis.  At  first,  most  of 
their  customers  were  national  secu- 
rity contractors  in  the  intelhgence 
field.  For  example,  Steinbrecher 
suppHed  the  radios  for  the  ROTHR 
(remote  over  the  horizon  radar)  sys- 
tems that  became  famous  for  their 
role  in  the  war  against  airborne 
drug  traffic.  Then  in  1986,  the  com- 
pany was  asked  if  its  equipment 
could  work  in  the  cellular  band. 

After  cosmic  rays  and  battlefield 
radar,  the  cellular  band  was  easy. 
When  he  saw  that  the  digital  signal 
processors  at  the  heart  of  his  sys- 
tems were  dropping  in  price  tenfold 
every  two  years,  Steinbrecher  knew 
that  his  esoteric  radios  could 
become  a  consumer  product. 

Translated  to  cellular,  this  tech- 
nology opens  entire  new  frontiers 
for  wireless  telephony.  Rather  than 
tuning  into  one  fixed  frequency  as 
current  cellular  radios  do,  Stein- 
brecher's  cells  can  use  a  high-dynamic-range  digital  radio  to 
down-convert  and  digitize  the  entire  cellular  band.  TDMA, 
CDMA,  near  or  far,  analog  cellular,  video,  voice  or  data,  in 
any  combination,  it  makes  no  difference  to  the  Steinbrecher 
system.  His  minicell  converts  them  all  at  once  to  a  digital 
bit  stream.  The  DSPs  take  over  from  there,  sorting  out  the 
TDMA  and  CDMA  signals  from  the  analog  signals  and 
reducing  each  to  digital  voice.  To  the  extent  the  Steinbrech- 
er system  prevails,  it  would  end  the  need  for  hybrid  phones 
and  make  possible  a  phased  shift  to  PCN  or  a  variety  of 
other  digital  services. 

Hoping  to  use  Qualcomm  chipsets  and  other  technolo- 
gy, Steinbrecher  could  facihtate  the  acceptance  of  CDMA. 
For  CDMA,  the  minicell  provides  a  new,  far  cheaper  radio 
front  end  that  offers  further  rehef  to  the  near-far  problem 
and  is  open  to  the  diverse  codes  and  fast-moving  technolo- 
gies of  PCN.  For  the  current  cellular  architecture,  however, 
Steinbrecher  offers  only  creative  destruction,  doing  for  large 
base  stations  what  the  integrated  circuit  d"d  for  racks  of  vac- 
uum tubes  in  old  telephone  switches. 


<  he  future  of 
.   wireless  is 
boundless  bandwidth, 
accomplished  through 
the  Shannon  strategy 
of  wide  and  weak 
signals,  moving  to  ever 
smaller  cells  with 
lower  power  at  higher 
frequencies. 


In  essence,  the  new  minicell  replaces  a  rigid  structure  of 
giant  analog  mainframes  with  a  system  of  wdreless  local  area 
networks.  Reconciling  a  variety  of  codes  and  technologies, 
the  Steinbrecher  devices  resemble  the  smart  hubs  and  routers 
from  SynOptics  Communications  and  Cisco  Systems  that 
are  transforming  the  world  of  wired  computer  networks. 

Best  of  all,  at  a  time  when  the  computer  industry  is 
preparing  a  massive  invasion  of  the  air,  these  wide  and 
weak  radios  can  handle  voice,  data  and  even  video  at  the 
same  time.  Further,  by  cheaply  accommodating  a  move 
from  scores  of  large  base  stations  to  scores  of  thousands  of 
minicells  per  city — on  poles,  down  alleys  or  in  elevator 
shafts — the  system  fulfills  the 
promise  of  the  computer  revolution 
as  a  spectrum  multiplier.  Since 
each  new  minicell  can  use  all  the 
frequencies  currently  used  by  a 
large  cell  site,  the  multipHcation  of 
cells  achieves  a  similar  multipHca- 
tion of  bandwidth. 

Finally,  the  Steinbrecher 
receivers  can  accommodate  the 
coming  move  into  higher  frequen- 
cies. Banishing  once  and  for  all  the 
concept  of  spectrum  scarcity,  these 
high-dynamic-range  receivers  can 
already  handle  frequencies  up  to  the 
"W  band"  of  90  gigahertz  and  more. 


ouNDLESs  Bandwidth 

The  future  of  wireless 
communications  is 
boundless  bandwidth, 
accomplished  through 
the  Shannon  strategy  of 
wide  and  weak  signals,  moving  to  ever  smaller  ceUs  with 
lower  power  at  higher  frequencies.  The  PCN  systems  made 
possible  by  Qualcomm  and  Steinbrecher  apply  this 
approach  chiefly  to  voice  and  data.  Recent  announcements 
by  Bossard  and  Hovnanian  extend  the  concept  to  television 
video  as  well.  Last  December,  they  disclosed  that  their 
company.  Cellular  Vision,  was  already  wirelessly  dehvering 
49  cable  television  channels  to  350  homes  near  Brighton 
Beach,  Long  Island,  in  the  28-gigahertz  band.  They  declared 
a  plan  to  soon  sign  up  some  5,000  new  customers  a  month 
all  over  New  York. 

Among  engineers  in  cellular  and  cable  firms.  Cellular 
Vision  evokes  the  same  responses  of  increduHty  and  denial 
familiar  at  Qualcomm  and  Steinbrecher.  Like  them, 
Bossard  is  resolutely  on  the  right  side  of  the  Shannon  and 
Shockley  divide.  In  answer  to  the  multitude  of  qualms  and 
objections  and  demurrals,  all  three  companies  cite  the  huge 
benefits  of  more  bandwidth.  Qualcomm  can  assign  some 
416  times  as  much  bandwidth  to  each  call  as  a  current  cel- 
lular or  TDMA  system.  Steinbrecher's  minicell  receivers  can 
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procesij  4;  160  times  as  much  bandwidth  as  an  analog  cell 
site  or  TDMA  radio. 

rioviianian  achieves  some  300  times  the  bandwidth  of  a 
broadcast  TV  station  and  some  three  times  the  bandwidth 
of  even  a  typical  cable  head  end.  For  Hovnanian's  so-called 
multipoint  local  distribution  system,  the  FCC  has  allocated 
a  total  of  two  gigahertz  between  27.5  and  29.5  gigahertz — 
one  gigahertz  for  TV  and  one  gigahertz  for  experimental  data 
and  phone  service.  This  large  swath  of  spectmm  allows  Cel- 
lular Vision  to  substitute  bandwidth  for  power.  Using  FM 
rather  than  the  AM  system  of  cable,  CeUular  Vision  gains 
the  same  kind  of  increased  fidehty  famihar  in  FM  radio. 
Assigning  20  megahertz  to  each 
channel — three  times  the  six  mega- 
hertz of  an  analog  system — Cellular 
Vision  proves  the  potency  of  wide 
and  weak  by  getting  20  decibels — 
some  10  times — more  signal  quah- 
ty.  These  extra  decibels  come  in 
handy  in  the  rain. 

With  a  radius  of  three  miles, 
Cellular  Vision  cells  are  about  100 
times  smaller  than  telephone  cells. 
Transmitting  only  10  milliwatts 
per  channel  over  a  three-mile 
radius,  the  system  gets  far  better 
signal-to-noise  ratios  than  the 
three-watt  radios  of  cellular  phones 
or  the  multikilowatt  systems  of 
AM  radio  or  television  broadcasts. 
The  millimeter  wavelengths  at  28 
gigahertz  allow  narrowband  high- 
gain  antennas  that  lock  onto  the 
right  signal  and  isolate  it  from 
neighboring  cells.  At  28  gigahertz, 
small  antennas  command  the  performance  of  much  larger 
ones  (for  example,  a  six-inch  anterma  at  28  gigahertz  is 
equivalent  to  a  three-foot  antenna  at  4  gigahertz  or  a  300- 
foot  antenna  at  broadcast  television  frequencies). 

In  Brighton  Beach  the  receiving  antennas,  using  a  fixed- 
phased-array  technology,  are  just  four  inches  square,  and  the 
transmitting  antennas  dehver  49  channels  from  a  one-inch 
omnidirectional  device  on  a  box  the  size  of  a  suitcase. 
Between  cells,  these  transmitters  can  send  programming 
and  other  information  through  a  conventional  point-to- 
point  microwave  link. 

SINGING  IN  THE  RAIN 
So  what  happens  in  the  rain?  Well,  it  seems  that 
Cellular  Vision  does  better  than  conventional 
cable.  When  you  have  small  ceUs  in  geodesic  low- 
power  wireless  networks  using  the  full  computa- 
tional resources  of  modem  microchips,  you  have 
plenty  of  extra  decibels  in  your  signal-to-noise  budget  to 
endure  the  most  violent  storms.  Indeed,  the  350  Brighton 


s  computer 
.companies  have 
abeady  learned,  phone 
and  cable  companies 
will  discover  that  self- 
cannibalization  is  the 
only  way  to  succeed  in 
this  era — the  only  way 
to  stop  others  from 
capturing  the  prize. 


Beach  customers  of  Cellular  Vision  received  continuous  ser- 
vice during  the  November  1992  near  hurricane  in  New 
York,  which  brought  floods  that  intermpted  many  cable 
networks  for  hours.  One  competitive  advantage  of  Cellular 
Vision  over  cable  seems  to  be  less  vulnerability  to  water. 

Moving  television-  radically  toward  the  regime  of  wide 
and  weal^,  Bossfard  and  the  Hovnanians  have  changed  the 
dimensions  of  the  air.  However,  they  cannot  escape  the 
usual  burdens  of  the  innovator.  Any  drastic  innovation  must 
be  some  10  times  as  good  as  what  it  replaces.  Otherwise,  the 
installed  base,  engineering  momentum  and  customer  loyalty 
of  the  incumbents  will  prevail  against  it. 

Cellular  Vision  faces  a  wired 
cable  system  with  some  $18  bilhon 
in  installed  base.  Already  deploying 
fiber  at  a  fast  pace,  cable  companies 
plan  to  move  within  the  next  year 
toward  digital  compression 
schemes  that  increase  capacity  or 
resolution  by  a  factor  of  between 
six  and  10  (depending  on  the  char- 
acter of  the  programming).  That 
means  some  500  digital  channels  or 
more.  TCI,  the  leading  cable  compa- 
ny, has  ordered  some  one  miUion 
cable  converter  and  decompression 
boxes  from  General  Instruments' 
Jerrold  subsidiary  for  dehvery  late 
in  1993.  In  the  U.S.  cable  industry, 
Hovnanian  faces  an  aggressively 
moving  target.  Most  cable  experts 
doubt  he  can  make  much  of  a  dent. 
This  view  may  be  shortsighted. 
Clearly,  Cellular  Vision — and  its 
likely  imitators — can  compete  in 
the  many  areas  with  incompetent  cable  systems,  in  areas 
yet  unreached  by  cable  or  in  new  projects  launched  by 
developers  such  as  the  Hovnanians.  In  the  rest  of  the  world, 
cable  systems  are  rare.  Cellular  Vision  is  finding  rich  oppor- 
tunities abroad,  from  Latvia  to  New  Zealand.  Most  of  all,  as 
time  passes,  CeUular  Vision  might  find  itself  increasingly 
well  positioned  for  a  world  of  untethered  digital  devices. 

Such  a  cellular  system  could  be  adapted  to  mobile  tele- 
phone or  computer  services.  With  a  bit-error  rate  of  one  in 
10  billion,  it  could  theoretically  transmit  computer  data 
without  error  correction.  With  one  gigahertz  of  bandwidth, 
the  system  could  function  easily  as  a  backbone  for  PCN 
applications,  collecting  calls  from  handsets  operating  at 
lower  frequencies  and  passing  them  on  to  telephone  or  cel- 
lular central  offices  or  to  intelligent  network  facilities  of  the 
local  phone  companies. 

The  future  local  loop  will  combine  telephone,  telcputcr 
and  digital  video  services,  together  with  speech  recognition 
and  other  complex  features,  in  pattems  that  will  differ  from 
neighborhood  to  neighborhood.  Easily  customizable  from 
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Roam  the  nation  and  stay  in  the  loop 

In  the  fast-paced  and  highly  competitive 
business  environment,  few  things  are  more 
important  than  timely  information, 
even  when  you're  on  the  move. 

No  matter  where  you  are  in  America's 
top  200  cities,  you're  connected— to 
E-mail  from  the  office  and  news  and 
weather  briefs  from  USA  TODAYS  as 
well  as  optional  services  such  as  sports, 
key  market  and  financial  developments,  and 
targeted  industry  news  briefs  from  HeadsUp™  You  can  even 
have  your  important  databases  routinely  updated— automatically! 
All  you  need  is  EMBARC's  compact,  powerful  NewsStream 
receiver  (it  plugs  directly  into  most  laptop,  palmtop  and  notebook  computers) 
and  the  simple  software  package  that  drives  it.  Pay  as  little  as  $395,  install  it 
in  minutes  and  you're  ready  to  go— without  wires,  faxes  or  phones. 

Equip  your  whole  team  and  send  memos,  documents 
and  file  updates  for  pennies  per  recipient.  You'll  find 
EMBARC  so  cost  effective  you'll  communi- 
cate more.  ......iMi^HHaMMi      & 

Try  it  for  30  days;  if  you're  not  satis- 
fied, return  the  receiver  and  software 
for  a  full  refund  of  the  purchase  price. 
Sign  up  right  now  by  phoning 
1-800-EMBARC4,  Ext  750.  Give 
your  team  the  home-field  advantage . . 
even  when  they're  on  the  road. 

EMBARC  service  is  available 
for  DOS-based  laptops  and 
notebooks,  HP  95LX  palmtops 
and  Macintosh  Powerbooks. 


Motorola  and  NewsStream  are  trademarks 
of  Motorola,  Inc.  EMBARC  is  a  servicemark 
of  Motorola,  Inc.         ©  Motorola,  Inc.  1 993 
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WHEN  THE  U.S. 
POSTAL  SERVICE 

CHOSE  WILTEL 
EVERYONE  WAS 
liiUPRESSED. 

t's  quite  a  stamp  of  approval.  The  U.S.  Postal 
Service  chose  WilTel'  to  provide  advanced 
PBX  phone  systems  nationwide.  And  now  we're 
pushing  the  envelope  of  technology  to  giye  them  a 
flexible  platform  and  letter-perfect  system  support. 

When  the  U.S.  Postal 
Senice  needed  PBX 
solutions,  WilTel  delivered. 

WILTEL  TURNS  UP  EVERYWHERE 
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cell  to  cell,  a  system  like  Bossard's  might 
well  offer  powerful  advantages. 

In  an  era  of  bandwidth  abundance, 
the  Negroponte  switch — with  voice 
pushed  to  the  air  and  video  onto  wires — 
may  well  give  way  to  this  division 
between  fibersphere  and  atmosphere. 
With  the  fibersphere  offering  virtually 
unlimited  bandwidth  for  fixed  commimi- 
cations  over  long  distances,  the  local 
loop  will  be  the  bottleneck,  thronged 
with  miUions  of  v^eless  devices.  Under 
these  conditions,  a  move  to  high-fre- 
quency cellular  systems  is  imperative  to 
carry  the  increasing  floods  of  digital 
video  overflovdng  from  the  fibersphere. 

In  any  case,  led  by  Qualcomm,  Stein- 
brecher  and  Cellular  Vision,  a  new  gener- 
ation of  companies  is  emerging  to  chal- 
lenge the  assumptions  and  structures  of 
the  existing  information  economy.  All 
these  companies  are  recent  startups, 
with  irmovations  entirely  unexpected  by 
international  standards  bodies,  universi- 
ty experts  and  government  officials. 
They  are  the  fruit  of  an  entrepreneurial 
America,  guided  by  the  marketplace  into 
the  microcosm  and  telecosm. 

WHY  Imitate 
European  Failures? 
Meanwhile,  the  Euro- 
pean and  Japanese 
experiences  with  gov- 
emment-guided  strate- 
gies should  give  pause  to  proponents  of 
similar  policies  here.  Thirty  years  of 
expensive  industrial  policy  targeting 
computers  has  left  the  Europeans  with 
no  significant  computer  firms  at  all.  The 
Japanese  have  done  better,  but  even  they 
have  been  losing  market  share  across  the 
board  to  the  U.S. 

In  the  converging  crescendos  of 
advance  in  digital  wireless  telephony  and 
computing,  progress  is  surging  far  beyond 
all  the  regulatory  maps  and  guidebooks 
of  previous  years.  If  the  entire  capacity  of 
the  28-gigahertz  band,  renewed  every 
three  miles,  is  open  to  telephony  and 
video,  bandwidth  will  be  scarcely  more 
limiting  in  wireless  than  it  is  in  glass. 

In  this  emerging  world  of  boundless 
bandwidth,  companies  will  prevail  only 
by  transcending  the  folklore  of  scarcity 
and  embracing  the  full  promise  of  the 
digital  dawn.  In  an  era  of  accelerating 
transition,  the  rule  of  success  will  be  self- 
cannibalization.  Wire-line  phone  compa- 
nies are  not  truly  profitable  today,-  their 


reported  earnings  all  spring  from  slow 
depreciation  of  installed  plant  and  equip- 
ment that  are  fast  becoming  worthless. 
As  George  Calhoun  of  IMMC  demon- 
strates in  his  superb  new  book,  Wireless 
Access  and  the  Local  Telephone  Net- 
work (Artech,  1992),  new  digital  wireless 
connections  are  already  less  than  one- 
third  the  cost  of  installing  wire-line 
phones.  For  the  RBOCs,  aggressively 
attacking  their  own  obsolescent  enter- 
prises is  their  only  hope  of  prosperity. 

As  Joseph  Schlosser  of  Coopers  &. 
Lybrand  observes,  self-cannibalization 
will  not  appear  to  be  in  the  financial  inter- 
ests of  the  established  firms;  it  will  not 
prove  out  in  net-present-value  terms. 
There  will  be  no  studies  to  guarantee  its 
success.  Executives  will  have  to  earn  their 
pay  by  going  with  their  gut.  As  semicon- 
ductor and  computer  companies  have 
already  learned,  phone  and  cable  compa- 
nies will  discover  that  self-cannibalization 
is  the  only  way  to  succeed  in  this  era — 
the  only  way  to  stop  others  from  captur- 
ing the  heart  of  your  business. 

This  is  the  lesson  of  the  last  decade. 
When  Craig  McCaw  sold  his  cable  prop- 
erties and  plunged  into  cellular  telepho- 
ny and  $2  bilhon  of  Michael  Milken's 
junk  bond  debt,  there  was  no  way  to 
prove  him  right.  Today  AT&T  is  prepar- 
ing to  laimch  him  as  a  rival  to  Bill  Gates 
as  the  nation's  richest  man.  Yet  McCaw 
carmot  rest  on  his  laurels,-  the  hour  of  the 
cannibal  is  at  hand. 

In  theory,  the  transition  should  not  be 
difficult  for  this  resourceful  and  inge- 
nious entrepreneur,  who  has  long  been  a 
leading  prophet  of  ubiquitous  wireless 
phones  and  computers — his  predicted 
personal  digital  assistant,  "Charles."  But 
a  company  that  has  paid  biUions  for  its 
25-megahertz  national  swath  of  long  and 
strong  frequencies  faces  especially  acute 
dilemmas  in  moving  toward  a  regime  of 
wide  and  weak.  As  a  man — and  compa- 
ny— that  has  made  such  transitions 
before,  McCaw  is  favored  by  history  and 
by  AT&T.  As  a  giant  pillar  of  the  new 
establishment,  though,  McCaw  may  find 
it  as  difficult  to  shift  gears  as  did  the 
computer  estabhshment  before  him.  The 
stakes  are  even  higher.  The  next  decade 
will  see  the. emergence  of  fortunes  in 
ever-changing  transmutations  of  PCN, 
digital  video,  multimedia  and  wireless 
computers  that  dwarf  the  yields  of  cable 
and  cellular.  The  window  of  opportunity 
opens  wide  and  weak.  O 
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rTTl  hat  does  liquid  metal  sound  like?  Or  a  war  in 
^^  2029  A.D.?  T2  audiences  know,  because 
WilTeF  helped  take  them  there.  The  filmmakers 
used  our  fiber-optic  network  to  digitally  record 
replacement  dialogue  and  mix  the  movie's  Oscar- 
winning  sound,  between  Skywalker  Sound  studios 
several  hundred  miles  apart. 

And  they  were  so  pleased, 
well  be  back 
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Breaking    Away 


By  Jeffrey  Young 


Knowing 

the  Way  to 
Santa  Fe 


These  days,  all  you  need  to  ran  a  $10 
million  consulting  business  from  down  on 
the  ranch — besides  talent  and  savvy, 
of  course — are  an  electronic  lasso  and  an 
airborne  pony  express. 


On 


A  CRISP  and  cold  January  morn- 
ing in  Santa  Fe,  N.  Mex.,  a  sweet  blue 
haze  of  pinon  smoke  hangs  over 
Tesuque,  a  village  and  river  valley  a  ifw 
miles  north  of  town.  Named  after  the 
Native  American  tribe  whose  pueblo 
stands  nearby  amid  a  jumble  of  mobile 
homes  and  bingo  parlors,  the  fertile  val- 
ley is  now  dotted  with  multimilhon- 
dollar  postmodern  adobe  houses. 

Chris  Leinberger,  one  of  the  three 
principals  in  Lesser  &.  Weitzman,  the 
country's  largest  real  estate  and  adviso- 
ry appraisal  firm,  is  sitting  at  an  oxcart- 
wheel  conference  table  in  the  guest 
house  and  office  complex  of  his  13-acre 
spread.  In  the  reception  room  an  assis- 
tant— ^his  only  local  employee — is  han- 
dling the  phones  and  computers.  Look- 
ing enviably  at  home  beneath  the  hand- 
hewn  beams  and  layered  twigs  that 
form  traditional  New  Mexican  adobe 
ceilings,  Leinberger  is  dressed  for  anoth- 
er day  at  the  office  in  impeccable  jeans 
and  well-shined  cowboy  boots.  He 
looks  suspiciously  like  a  man  who — in 


philosopher  Joseph  Campbell's  phrase — 
is  following  his  bhss. 

"The  modem  fax  machine  is  what 
brought  me  here,"  Leinberger  says.  "In 
1987,  we  put  [a  new]  one  in  each  of  our 
offices.  Before  then,  faxing  was  an 
incredible  hassle — you  had  to  match 
machines  in  different  formats:  groups 
one,  two  or  three.  Nothing  about  it  was 
automatic.  But  the  new  machines  really 
set  me  free.  All  of  a  sudden  I  realized 
that  I  didn't  need  to  be  in  any  particular 
place  anymore." 

Shortly  thereafter,  Leinberger  hap- 
pened to  visit  Santa  Fe  with  his  wife 
Madeleine  and  their  two  children,  then 
aged  six  and  nine,  with  thoughts  about 
buying  a  second  hoipe.  The  family  Uved 
in  Los  Angeles  at  the  time,  and  Lein- 
berger had  begun  feeling  apprehensive 
at  the  prospect  of  his  children  going 
through  adolescence  in  L.A.'s  "con- 
sumer culture — the  malls-and-movies 
scene."  During  the  vacation,  with  no 
premeditation  or  calculation,  they 
decided  to  move.  "The  only  thing  we 


thought  about  was  how  much  we  hked 
it  here,"  he  remembers. 

This  was  no  lone  operator  working 
out  of  a  home  office  in  glorious  isolation 
who  could  easily  move  his  business  any- 
where. At  the  time  of  the  move,  Lein- 
berger was  the  main  operations  manager 
for  his  firm,  wdth  each  of  the  company's 
senior  managers  reporting  directly  to 
him.  He  personally  signed  all  the  checks 
for  the  consultancy,  whose  30  employ- 
ees handled  300  or  so  projects  each  year. 
At  that  time.  Lesser  &.  Weitzman  main- 
tained offices  in  Beverly  Hills  and  New- 
port Beach,  Calif.,  Washington,  D.C., 
and  Atlanta.  The  firm  now  has  70 
employees  working  on  500  projects  per 
year  and  $10  milUon  in  revenues.  Mean- 
while, back  at  the  ranch,  Leinberger  is 
still  a  managing  partner. 


L 


EINBERGER,  who  has  vmtten  exten- 
sively on  the  changing  face  of  the  Amer- 
ican landscape,  could  hardly  have  found 
a  more  appropriate  place  to  break  away. 
He  describes  himself  as  a  strategic-land- 
use  planner  whose  firm  helps  develop- 
ers, corporations  with  extensive  real 
estate  holdings,  and  local,  state  and  fed- 
eral government  agencies  decide  what  to 
do  with  their  land  and  neighborhoods. 
The  company,  known  as  Robert  Charles 
Lesser  &.  Co.  before  it  merged  with  a 
smaller  New  York  City-based  commer- 
cial appraisal  outfit  earher  this  year,  has 
a  blue-chip  real  estate  client  hst  that 
includes  Chrysler  Credit  Corp.,  Mit- 
subishi, Continental  Bank,  Lockheed, 
Morgan  Stanley,  Northrop,  Rockefeller 
and  Associates,  and  Transamerica.  The 
company  has  also  advised  such  cities  as 
Atlanta,  Los  Angeles  and  Santa  Fe,  as 
well  as  the  Department  of  Defense. 

Besides  the  fax  machine — his  elec- 
tronic lasso — professional  management 
smarts  and  an  imaginative  vision  of  how 
modem  work  can  be  accomphshed  are 
what  have  allowed  Leinberger  to  run  the 
company  from  his  idyllic  spread.  As 
they  were  building  the  company  in  the 
mid-1980s,  he  and  his  first  partner,  Cadi 
Kaufmann,  worked  to  make  each  office 
an  independent  entity  run  by  entrepre- 
neurial managers  who  didn't  need  or 
want  lots  of  micromanagement.  They 
tied  much  of  their  employees'  compen- 
sation to  performance,  then  built  an 
extensive  weekly  reporting  system  dis- 
tributed by  fax  and  E-mail,  all  of  which 
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What  will  the  world  be  like 
five,  ten,  twenty,  even 
fifty  years  from  now... See 
for  yourself  in  OMNI. 

Only  OMNI  brings  you  immi- 
nent breakthroughs  and  discov- 
eries that  will  have  a  dramatic 
impact  on  your  career,  your 
investments,  your  life!  The  one 
place,  where  every  month, 
you'll  get  the  latest  news  from 
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the  worlds  of  science,  technol- 
ogy and  innovation.  Plus,  let 
your  imagination  take  off  with 
the  best  in  original  science 
fiction. 

From  the  far  flung  reaches 
of  space  to  the  realm  of  your 
innermost  thoughts  and 
aspirations,  let  OMNI  propel 
you  straight  into  the  future. 
Subscribe  today! 
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ailowb  them  to  stay  on  top  of  existing 
and  upcoming  projects  without  having 
to  gtiti-a  in  some  central  location.  Santa 
?■*  and  LA  are  equally  in  the  loop. 

This  original  concept  of  a  fairly  loose 
confederation  held  together  by  individ- 
ual initiative  and  responsibihty  laid  the 
groundwork  for  Leinberger's  great 
escape.  "You  simply  can't  be  a  control 
freak  to  make  this  work,"  he  says.  "You 
cannot  micromanage  by  long  distance. 
Unless  you  can  successfully  delegate, 
this  approach  won't  work." 

Leinberger  mentions  two  other  cru- 
cial elements  that  led  him  to  choose 
Santa  Fe:  the  Albuquerque  airport  is 


only  an  hour  from  his  front  door,  so  he 
can  quickly  be  on  his  way  anywhere  he 
needs  to  gO;  and  there  is  cellular  phone 
coverage  throughout  the  Santa  Fe 
region.  "I  couldn't  survive  without 
this,"  he  says,  pulling  his  fHp  phone  out 
of  the  pocket  of  his  leather  jacket  to 
answer  a  cHent  call. 

After  he  finishes  the  call  he  says, 
rather  mournfully,  "It  looks  as  if  I'll 
have  to  stay  in  New  York  a  little 
longer  than  I  expected  next  week."  Per- 
haps the  hardest  thing  about  doing 
business  in  paradise  is  that  you  can't 
always  stay  put. 

Of  course,  nothing  is  perfect — even 


in  Santa  Fe.  One  of  Leinberger's  biggest 
problems  is  maintaining  contact  with , 
co-workers,  building  the  kind  of  cama- 
raderie that  comes  with  the  serendipity 
of  water  cooler  conversation.  Part  of 
that  necessary  human  contact  is  provid- 
ed by  a  heavy  travel  schedule.  In  the 
upcoming  week  he  will  spend  days  in 
Las  Vegas  and  Los  Angeles,  returning 
home  each  evening;  one  day  in  Santa  Fe 
and  then  two  days  in  New  York.  From 
there,  he  will  fly  on  to  St.  Petersburg, 
Russia,  where  he'll  spend  a  week  trying 
to  come  to  grips  with  the  social,  poUti- 
cal  and  economic  chaos  of  that  country. 
"We're  working  with  the  govern- 


THE  COMPUTER  BOWL 

IS    FILLING    UP. 
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^H^  The  Computer  Museum's  5th  Annual  Computer 
Bowl  rapidly  approaches.  The  contestants  are 
training  hard.  Sponsors  are  lining  up.  Enthusiasm  is  at  a 
fever  pitch.  The  whole  world  is  watching.  Don't  wait 
another  nanosecond.  Make  your  ticket  reservations  now. 
The  Computer  Bowl  is  filling  up.  And  if  it  s  anything  like 
last  year,  The  Computer  Bowl  will  soon  runneth  over. 

The  Computer  Museum's  1993  Computer  Bowl  Presented  By:  The 
Association  for  Computing  Machinery  (ACM);  Date:  May  14, 1993;  Place: 
The  San  Jose  Convention  and  Cultural  Facilities,  San  Jose,  California; 
Satellite  broadcast  to:  The  Computer  Museum,  Boston,  Massachusetts. 

EAST  COAST  TEAM:  Mitchell  E.  Kertzman,  Captain,  Powersoft  Corporation;  John  F.  Burton,  LEGENT 
Corporation;  Neil  J.  Colvin,  Phoenix  Technologies  Ltd.;  Alain  J.  Hanover,  Viewlogic  Systems,  Inc.;  Patricia 
B.  Sey bold,  .Patricia  Seybold  Group.  WEST  COAST  TEAM:  Harry  J.  Saal,  Captain,  Network  General 
Corporation;  Jean-Louis  Gassee,  Be  Incorporated;  Jerry  Kaplan,  GO  Corporation;  Michael  A.  McConnell, 
SuperMac,  Inc.;  Lisa  G.  Thorell,  Dataquest  Incorporated.  "THE  EXAMINER,"  Bill  Gates,  Microsoft 
Corporation.  JUDGES:  Dr.  David  L.  Nelson,  Fluent,  Inc.;  John  F.  Shoch,  Asset  Management  Company. 

FOUNDERS:  Pat  Collins  Nelson  and  Dr.  David  L.  Nelson.  UNDERWRITERS:  Apple  Computer,  Inc.  OFFICIAL  SPONSORS:  Bank 
of  Boston,  The  Bank;  BASF  Information  Systems,  The  Diskette;  Intel  Corporation,  The  Microprocessor;  LEGENT  Corporation,  The 
Enterprise  Systems  Management  Provider;  MasPar  Computer  Corporation,  The  Massively  Parallel  Computing  Company;  Merrill, 
.  Pickard,  Anderson  &  Eyre,  The  Venture  Capital  Firm;  Network  General  Corporation,  The  Network  Analyzer;  Price  Waterhouse,  The 
Accounting  FiMn;  Robertson,  Stephens  &  Company,  The  Investment  Bank;  Stratus  Computer,  Inc.,  The  Transaction  Processor; 
Viewlogic  Systems,  Inc.,  The  Official  Electronic  Design  Automation  Company;  Visix  Software  Inc.,  The       ^^— — ^— 


High  Performance  Workstation  Software  Company;  Wellfleet  Communications,  Inc.,  The  Internetworking  I  ^' 

fl-_  _-  f\       1^1 

Cheifet.  The  Computer  Bowl  is  a  project  to  benefit  the  educational  programs  of  The  Computer  Museum,  «  mY 

300  Congress  Street,  Boston,  MA  022 10.  For  tickets  and  sponsorship  information  (617)  426-2800  ext.  399. 
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Breaking    Away  

ment  of  the  city  to  try  and  help  them 
privatize  their  vast  landholdings  and 
build!j\<;s/'  he  explains,  "starting  with 
hc'tel.^  to  attract  businesspeople,  then 
■noving  on  to  commercial  and  industri- 
al ventures.  Then,  with  these  revenues, 
they  hope  to  improve  their  infrastruc- 
ture: roads,  rail,  port  and  communica- 
tions— especially  communications." 

All  this  travel  exacts  a  toll — long 
absences  from  home  and  a  pending 
divorce  are  the  most  significant  conse- 
quences— but  it  is  a  cost  that  might 
well  have  been  exacted  by  a  demanding 
job  had  Leinberger  stayed  in  Los  Ange- 
les. And  there  is  a  growing  Likelihood 
that  as  more  companies  and  govern- 
ment entities  are  dragged  kicking  and 
screaming  into  the  age  of  information 
technology,  the  number  of  miles  logged 
by  executives  like  Leinberger  will  go 
down  considerably. 

IHINGS  ARE  changing  in  Santa  Fe, 
too,  as  the  town  becomes  something  of 
a  virtual  headquarters  for  workers 
spending  longer  periods  away  from  their 
centers  of  operation.  The  result  is  a 
backlash  of  sorts  against  interloping 
Texans,  Manhattanites  and  Califomi- 
ans.  A  battle  between  prodevelopment 
forces  aUied  vdth  the  mayor  and  a  no- 
growth  coahtion  arrayed  around  the  city 
commissioners  has  recently  turned  into 
an  ugly  spat  replete  with  flaring  tempers 
and  public  name-calling.  For  the 
moment,  permission  for  water  rights  are 
hard  to  come  by;  hence,  new  building 
permits  can  be  meaningless. 

But  efforts  to  pull  up  the  drawbridge 
may  already  be  too  late.  Santa  Fe,  a 
town  of  about  63,000  with  a  history 
that  stretches  back  to  the  16th  century, 
now  has  more  square  footage  of  special- 
ty retail  space  than  West  Los  Angeles, 
Georgetown  or  Cambridge,  Mass.  The 
town  is  also  a  major  center  of  art  sales 
in  the  United  States.  And  there  are 
dozens  of  restaurants,  many  of  which 
serve  a  self-described  nouvelle  New 
Mexican  cuisine:  jalapeno  Caesar  salad, 
griUed  tuna  on  a  bed  of  beans,  chile- 
derived  soups  and  so  on.  Santa  Fe  even 
has  two  symphony  orchestras  and  a 
world-class  opera,  but  there  are  precious 
few  food  stores  and  hardly  any  shopping 
centers  for  the  hoi  polloi. 

Santa  Fe  is  saved  from  the  single- 
industry,  tourist-addicted  fate  of  Carmel, 
Calif.,  and  Aspen,  Colo.,  by  the  presence 


of  the  state  capital,  located  there  since 
the  1600s.  Add  to  this  the  intellectual 
ferment  of  the  staff  of  the  Los  Alamos 
National  Laboratory  (an  hour's  drive 
away),  2,000  of  whom  Hve  and  wield 
their  economic  power  in  Santa  Fe  Cotm- 
ty.  Stir  in  the  artists  and  vmters,  the 
pueblo  Indians  and  the  landed  Hispanic 
community,  and  the  blending  of  cultures 
and  characters  is  truly  cosmopoHtan. 

"I'm  an  urban  person,"  Leinberger 
claims.  "I  love  the  crazy  mix  of  people. 
The  only  other  places  I  might  choose  to 
hve  would  be  Paris  or  the  Upper  West 
Side  of  New  York  City.  Santa  Fe  is  the 
most  sophisticated  Httle  tov/n  in  the 
United  States." 

Sophisticated,  yes,  but  a  decidedly 
Httle  town  nevertheless.  Just  beyond  the 
vsdndow  by  Leinberger's  work  table,  a 


dog  chases  roadrunners  through  the 
scrub  (presumably,  Fido  doesn't  watch 
Saturday  morning  cartoons).  A  pair  of 
horses — a  dappled  gray  and  a  palomi- 
no— ^ghde  around  a  corral,  their  breath 
white  in  the  moming  chill.  Once  upon  a 
time,  gringos  used  to  ride  their  horses 
up  the  river  through  Indian  land  to  the 
national  forests.  Now  a  wire  fence  is 
stretched  across  the  stream  at  the  reser- 
vation's boundary. 

This  nearly  invisible  fence  might 
just  cut  you  in  half  if  you  were  going 
full  tilt.  But  of  all  the  boundaries  that 
modem  hfe  throws  up,  it's  one  of  the 
few  that  Chris  Leinberger  hasn't  man- 
aged to  leap. 

Jeffrey  Young  is  a  contributing  editor  to 
Forbes. 


A  Breaking  Away  Checklist 


Many  factors  contribute  to  the  quaHty  of  life  in  a  place — ^and  a  large  number 
of  them  are  intangible,  personal  and  unknowable.  Some,  however,  can  be 
reflected  in  a  statistical  snapshot.  Herewith,  a  highly  personal  ASAP  Ust  of 
points  of  comparison.  If  you  decide  to  chuck  it  all  and  go  somewhere  new,  send 
us  a  postcard.  But  don't  complain  if  you  haven't  heard  a  string  quartet  for  over 
a  year  or  think  The  Crying  Game  is  Vanna  White's  new  television  show. 

Know  before  you  go... 

•  Number  of  movie  theaters  (and  screens) 

•  Cellular  phone  coverage 

•  Miles  to  major  airport 

•  Number  of  airlines  serving  the  airport 

•  Daily  connecting  fHghts  to  major  cities 

•  Number  of  restaurants  (slow  food) 

•  Cost  of  BMW/Mercedes/Lexus  (or  whatever)  service  per  hour 

•  Classical  music  ensembles 

•  Number  of  hve  music  clubs 

•  Cable  TV  service 

•  Average  salary  of  administrative  assistant 

•  Taxes:  business/property /personal 

•  Real  estate  prices/average  size  of  house  and  lot 

•  Median  income 

•  Median  age 

•  Average  annual  utUity  costs 

•  Lease  rates:  industrial/commercial 

•  Number  of  building  permits  issued  in  the  previous  year 

•  Number  of  books  in  the  pubhc  hbrary 

•  Number  of  universities  and  colleges 

•  Percentage  of  college  graduates  in  population 

•  Shopping  facilities 

•  Ethnic  mix 

•  Weather 

•  Distance  from  snow,  surf,  trout  streams,  etc. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


Mrtie  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
JL  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,vtiesirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagoa  Creek 
Ranch,  P.O.  Box  303     3WK3 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  It  before  signing  anything  No  Federal  agency  has 
judged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  off  er  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  Is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86-1.53.  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  It  before  signing  anything.  NJA  #60686004  CO,  Florida  AD  20537 
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Each  reference  is  to  the  first  po^e  of  the  story 
in  which  the  company  name  appears. 
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